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that the final disposition of these proceedings will not have a materiat
adverse effect on its consolidated results of operations, cash flows or
financial position.

The Duke Energy Registrants have exposure to certain legal
matters that are described hergin. Duke Energy has recorded
reserves, including reserves related to the aforementioned asbestos-
related injuries and damages claims, of $300 million and $1 billion
as of December 31, 2010 and 2009, respectively, for these
proceedings and exposures {the total of which is primarily related to
Duke Energy Carclinas). These reserves represent management's best
estimate of probable loss as defined in the acoounting guidance for
contingencies. Duke Energy has insurance coverage for certain of
these losses incurred. As of December 31, 2010 and 2009, Duke
Energy recognized $850 million and $984 million, respectively, of
probable insurance recoveries related o these losses (the total of
which is primarily related to Duke Energy Carolinas).

The Duke Energy Registrants expense legal costs related to the
defense of loss contingencies as incumed.

Other Commitments and Contingencies

General.

As part of its normal business, the Duke Energy Registrants are
a party to various financial guarantees, performance guarantess and
other contractual commitments to extend guarantees of credit and
other assistance to various subsidiaries, investees and other thirg
parties. To varying degrees, these guarantees involve elements of
performance and credit risk, which are not included on the respective
Consolidated Balance Sheets. The possibility of any of the Duke
Energy Registrants having to hanor their contingencies is largely
dependent upon future operations of various subsidiaries, investees
and other third parties, or the occurrence of certain future events,

In addition, the Duke Energy Registrants enter into various fixed-
price, non-cancelable commitments to purchase or sell power {tolling
arrangements or power purchase contracts), take-or-pay
arrangements, transportation or throughput agreements and other
contracts that may or may not be recognized on the respective
Consolidated Balance Sheets. Some of these arrangements may be
recognized at fair value on the respective Consotidated Balance
Sheets If such contracts meet the definition of a derivative and the
NPNS exception does not apply.

Operating and Capital Lease Commitments

Duke Energy

Duke Energy leases assets in several areas of its operations.
Consolidated rental expense for operating leases was $122 million in
2010, $129 million in 2009 and $164 million in 2008 which is
included in Operation, Maintenance and Other on the Consolidated
Statements of Operations. Amortization of assets recorded under
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capital leases is included in Depreciation and Amortization on the
Consolidated Statements of Operations. The following is a summary
of future minimum lease payments under operating leases, which at
inception had a non-cancelable term of move than one year, and
capital leases as of December 31, 2010:

Cperating Capital
(in millions) Leases leases
2011 $8 %3
2012 74 28
2013 62 28
2014 47 25
2015 36 27
Thereafter 217 144
Total future minimum lease payments $523 $283

Duke Energy Carclinas

Duke Energy Carolinas leases assets in several areas of its
operations. Consolidated rental expense for operating leases was $60
miflion in 2010, $56 million in 2009 and $85 million in 2008,
which is included in Operation, Maintenance and Other on the
Consolidated Statements of Operations. Consolidated capitalized lease
obligations are classified as debt on the Consalidated Balance Sheets
(see Note 6). Amortization of assets recorded under capital leases is
included in Depreciation and Amortization on the Consolidated
Statements of Operations. The following is a summary of future
minimum lease payrments under operating leases, which at inception
had a noncancelable term of more than one year, and capital leases
as of December 31, 2010:

Operating Capftal
(in miflions) Leasas ieases
2011 $37 $1
2012 31 2
2013 26 2
2014 19 2
2015 14 2
Thereafter 83 12
Totai future minimum lease payments $210 %21

Duke Energy Ohio

Duke Energy Ohio leases assets in several areas of its
operations. Consolidated rental expense for operating leases was $19
rmillion in 2010, $22 million in 2009 and $31 million in 2008,
which is included in Operation, Maintenance and Other on the
Consolidated Statements of Operations. Consolidated capitalized lease
obiigations are classified as debt on the Consolidated Balance Sheets
(see Note 6). Amortization of assets recorded under capital leases is
included in Depreciation and Amortization on the Consolidated
Statements of Operations. The following is a summary of future
minimum lease payments under operating leases, which at inception
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had a noncancelable term of more than one year, and capital leases Consolidated Statements of Operations. Capitalized lease obligations
as of December 31, 2010: are classified as debt on the Consolidated Balance Sheets (see Note
6). Amortization of capital lease assets is included in Depreciation
Operating  Capital  and Amortization on the Consolidated Statements of Operations. The

(in millions) Leases Leases  folowing is a summary of future minimum lease payments under
2011 $16  $ 9  operating leases, which at inception had a noncancelable term of
ggg ﬁ g more than one year, and capital leases as of December 31, 2010;
gg}g 3 2 Operating Capitat
Total future minimum lease payments $70  $53 ggi; 512 $ .
2013 15 3
Duke Energy Indiana 2014 10 3
2015 7 3
Duke Energy Indiana leases assets in several areas of its Thereafter ’ 12 14
operations. Consolidated rental expense for operating leases was $24  Toal future minimum lease payments $81 331
million in 2010, $26 million in 2009 and $25 million in 2008,
which is included in Operation, Maintenance and Other on the
6. DEBT AND CREDIT FACILITIES
Summary of Debt and Related Terms
Duke Energy Weighted-
Average M
(in millions) Rate Year Due 2010 2009
Lnsecured debt 63% 2011-2037 $ 8,036 § 7922
Secured debt 39% 2011-2035 1,167 660
First mortgage bonds 5.5% 2011-2040 6,689 5,940
Capital leases 7.5% 2011-2047 283 248
Other debt® 1.9% 2012-2041 1,623 1,843
Non-recourse notes payable of VIES 216 —
Notes payable and commercial papers 0.4% 450 450
Fair value hedge carmying value adjustment 25 18
Unamortized debt discount and premium, net (63) (66)
Tetal debta@ 18,426 17,015
Current maturities of long-term cebot ‘ (275) (902}
Short-term non-recourse notes payable of VIEs {216) —
Total long-term debt $17935 $16,113

{a) Asof December 31, 2010, substantially all of USFE&G's electric and gas plant in service is mortgaged under the martgage bond indenture of Duke Enerycamllnas. Duke Enesgy Ohio
and Duke Energy (ndiana.

{b} Includes $1,540 mitfion and $1,410 million of Duke Enengy tax-exempt bonds as of December 31, 2010 and 2009, respectively. As of December 31, 2010 and 2009, $583 million
and $331 million, respectively, was secured by first morigage bonds and $348 million and $433 million, respectively, was secured by a letter of credit.

{c} Includes $450 million as of both Decerrber 31, 2010 and 2009 that was classified a5 Long-term Debt on the Consolidated Batance Sheets due to the existence of long-term credit
facilities which back-stop these commercial paper balances, along with Duke Enengy’s ability and intent to refinance these belances on a long-term basis. The weighted-average days to
maturity was 14 days as of December 31, 2010 and 2009, respectively.

) Asaf December 31, 2010 and 2009, $489 million and $479 million, respectively, of debt was denominated in Brazilian Reals.
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Duke Energy Carolinas .

Wj;';!;’:; December 31,
(in millions) Rate  YearDue 2010 2009
Unsecured debt 6.1% 2011-2037 $2318 $2622
Secured debt associated with accounts receivable securitization 1.2% 2012 300 300
First mortgage bonds® 5.6% 2013-2040 4413 4163
Capital leases 13.9% 2011-2030 21 —_
Other debt® 34% 2012 -2040 415 274
Money poal borowings 0.4% 300 300
Fair value hedge carrying value adjustment 16 20
Unamortized debt discount and premium, net 13) {13
Total debt 7,770 7,666
Current maturities of long-term debt (8) (509)
Total long-term cebt . $7.762 %7157

(a} As of December 31, 2010, substantially alf of Duke Energy Carolinas' electric plant in service is mortgaged under the mortgage bond indenture relating o Duke Enengy Carolinas.

(6} Includes $415 million and $272 miflion of Duke Energy Carvlinas tax-exernpt bonds as of December 31, 2010 and 2009, respectively. As of Decernber 31, 2010 and 2009,
respectively, $:360 million and $117 mittion were secured by first mortgage bonds.

{c) Includes $300 million as of both December 31, 2010 and 2009 that was classified as Lorg-term Debt on the Consolidated Balance Shests due to the existence of long-term credit
facilities which back-stop these money pool borrawings, along with Duke Energy Carolinas’ ability and intent 1o refinance these bakances on a long-temm basis.

Duke Energy Ohio .
Wff;f;e December 31,

{in mitlions} Rate Year Due 2010 2009
Unsecured debt 5.7% 2012-2036 $1.305 $1,305
First mortgage bonds@! 4.3% 2013-2019 700 700
Capital leases 48% 2011-2020 53 55
QOther debti® 0.6% 2024 -2041 534 572
Fair value hedge carrying value adjustment 8 (2)
Unamortized debt disoount and premium, net {36) {38)
Total cebt 2,564 2,592
Current maturities of long-term debt ) N (19)
Total long-term debt $2,557 $2573

(a) As of Decerber 31, 2010, substantially all of Franchised Electric & Gas's electric plant in service s morigaged urxler the morigage bond indenture relating fo Dule: Energy Ohio
{excluding Duke Energy Kentucky).

{0) Includes $525 miltion and $538 million of Duke Energy Ohio tax-exempt bors as of Decernber 31, 2010 and 2009, respectively.

Duke Energy Indiana i -
N December 31,

(in millions) Rate Year Due 2010 2009
Unsecured debt 57% 2013-203% $1,149 $1,151
First mortgage bonds® 5.7% 2011-2039 1,577 1,076
Capital leases 7.1% 2011-2047 31 25
Money peol borrowings 0.4% 150 150
Other debtit 2.0% 2019-2040 575 698
Unamortized debt discount and premium, net (10) (10}
Total debt 3472 3,090
Current maturities of long-term debt (11) 4
Total tong-term debt $3461 $3,086

(@ Asof Decemnber 31, 2010, substantially all of Duke Energy Indiana's electric plant in service is mortgaged under the morgage bond indenture relating to Duke Energy indiana.

(b} Includes $575 million and $576 miflion of Duke Energy Indiana tax-exemnpt bonds as of December 31, 2010 and 2009, respectively. As of Decernber 31, 2010 and 2009, $223
million and $214 million, respectively, were secured by first mortgage bonds. As of both December 31, 2010 and Decermber 31, 2009, $271 million was secured by 2 letter of credit.

(c) Includes $150 million as of both Decernber 31, 2010 and 2009 that was dassified as Long-term Debt on the Consolidated Balance Sheets due to the exisience of long-termn credit
facilities which back-stop these money poal borrowings, along with Duke Energy Indiana’s ability and intent o refinance these balances on a long-term basis.
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Unsecured Debt.

In July 2010, International Energy issued $281 million
principal amount in Brazil, which carries an interest rate of 8.59%
plus IGP-M (Brazil's monthly inflation index) non-convertible
debentures due July 2015. Proceeds of the issuance were used to
refinance Brazil debt related to DEIGP and for future debt maturities
in Brazil.

In March 2010, Duke Energy issued $450 miltion principal
amount of 3.35% senior notes due April 1, 2015. Proceeds from the
issuance were used to repay $274 million of borrowings under the
master credit facility and for generai corporate purposes.

In September 2009, Duke Energy Ohio and Duke Energy
Indiana repaid and immediately re-borrowed $279 million and $123
miliion, respectively, under Duke Energy's. master credit facility.

In September 2009, Duke Energy Kentucky issued $100
million of seniar debentures, which carry a fixed interest rate of
4.65% and mature October 1, 2019. Proceeds from the issuance
were used 1o repay Duke Energy Kentucky's borrowings under Duke
Energy's master credit facility, to replenish cash used to repay $20
million principal amount of debt due September 15, 2009 and for
general corporate purposes.

In August 2009, Duke Energy issued $1 billion principal
amount of senior notes, of which $500 million cany a fixed interest
rate of 3.95% and mature September 15, 2014 and $500 million
carry a fixed interest rate of 5.05% and mature Septernber 15,
2019. Proceeds from the issuance were used to redeem commercial
paper, to fund capital expenditures in Duke Energy’s unreguiated
businesses in the U.S. and for general corporate purposes.

In January 2009, Duke Energy issued $750 million principal
amount of 6.30% senior notes due February 1, 2014. Proceeds
from the issuance were used to redeem commercial paper and for
general corporate purposes.

First Mortgage Bonds.

In July 2010, Duke Energy Indiana issued $500 million
principal amount of 3.75% first mortgage bonds due July 15, 2020.
Proceeds from the issuance were used to repay $123 million of
vorrowings under Duke Energy's master credit facility, and will be
used to fund Duke Energy Indiana's ongoing capital expenditures and
for general corporate purposes.

In June 2010, Duke Energy Carolinas issued $450 million
principal amount of 4.30% first mortgage bonds due June 15,
2020. Proceeds from the issuance will be used to fund Duke Energy
Carolinas’ ongoing capital expenditures and for general corporate
purposes.

In December 2009, Duke Energy Ohio issued $250 miltion
principal amount of first mortgage bonds, which carry a fixed interest
rate of 2.10% and mature June 15, 2013, Praceeds from this
issuance, togather with cash on hand, were used to repay Duke

Energy Chio's borrowing under Duke Energy’s master credit facility. in
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conjunction with this debt issuance, Duke Energy Ohio entered into
an interest rate swap agreement that converted interest on this debt
issuance from the fixed coupon rate to a variable rate, The initial
variable rate was set at 0.31%.

In November 2009, Duke Energy Carolinas issued $750
million principal amount of first mortgage bonds, which carry a fixed
interest rate of 5.30% and mature February 15, 2040. Proceeds
from this issuance will be used to fund capital expenditures and
general corporate purposes, including the repayment at maturity of
$500 million of senior notes and first mortgage bonds in the first half
of 2010, ‘

In March 2009, Duke Energy Ohio issued: $450 million
principal amount of first mortgage bonds, which carty a fixed interest
rate of 5.45% and mature April 1, 2019. Proceeds from this
issuance were used to repay short-term notes and for general
corporate purposes, including funding capital expenditures.

in March 2009, Duke Energy Indiana issued $450 million
principal amount of first mortgage bonds, which carry a fixed interest
rate of 6.45% and mature April 1, 2039. Proceeds from this
issuance were used to fund capital expenditures, to replenish cash
used 1o repay $97 million of senior notes which matured on
March 15, 2009, to fund the repayment at maturity of $125 million
of first morigage bonds due July 15, 2009, and for general corporate
purposes, including the repaymertt of shori-term notes.

Other Debt.

In September 2010, Duke Energy Carolings converted $143
million of tax-exempt variable-rate demand bongs to tax-exempst term
bands, which carry a fixed interest rate of 4.375% and mature
October 2031. Prior to the conversion, the bonds were held by Duke
Energy Carolinas as treasury bonds. In connection with the
conversion, the tax-exempt bonds were secured by a series of Duke
Energy Carolinas’ first morigage bords,

In September 2010, Duke Energy Carolinas converted $100
million of tax-exempt variable-rate demand bonds, to tax-exempt term
bonds, which cany a fixed interest rate of 4.625% and mature
November 1, 2040. In connection with the conversion, the
tax-exempt bonds were secured by a series of Duke Energy Carofinas’
first mortgage bonds.

In September 2010, Duke Energy Indiana refunded $70 million
of tax-exempt auction rate bonds through the issuance of $70 million
principal amount of tax-exempt term bonds, of which $60 million
camy a fixed interest rate of 3.375% and mature March 1, 2019 and
$10 million carry a fixed interest rate of 3.75% and mature April 1,
2022. In connection with the conversion, the tax-exernpt bonds were
secured by a series of Duke Energy Indiana's first mortgage bonds.

In October 2009, Duke Energy Indiana refunded $50 million of
tax-exempt variable-rate demand bonds through the issuance of $50
million principal amaount of tax-exempt term bonds, which cany a
fixed interest rate of 4.95% and mature October 1, 2040. The
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tax-exempt bonds are secured by a series of Duke Energy Indiana's
first mortgage bonds.

In September 2009, Duke Energy Carolinas converted $77
million of tax-exempt variable-rate demand bonds to tax-exempt term
bonds, which carry a fixed interest rate of 3.60% and mature
February 1, 2017. in connection with the conversion, the tax-exempt
bonds were secured by a series of Duke Energy Carolinas’ first
mortgage bonds.

In June 2009, Duke Energy Indiana refunded $55 million of
tax-exempt variable-rate demand bonds through the issuance of $55
million principal armount of tax-exempt term bhonds due August 1,
2039, which carry a fixed interest rate of 65.00% and are secured by
a series of Duke Energy Indiana’s first mortgage bonds. The refunded
bonds were redeemed July 1, 2009.

In January 2009, Duke Energy Indiana refunded $271 million
of tax-exempt auction rate bonds through the issuance of $271
million of tax-exempt variable-rate demand bonds, which are
supported by direct-pay letters of credit, of which $144 million had
initial rates of 0.7% reset on a weekly basis with $44 million
maturing May 2035, $23 million maturing March 2031 and $77
million maturing December 2039. The remaining $127 million had
initial rates of 0.5% reset on a daily basis with $77 million maturing
December 2039 and $50 million maturing October 2040,

Non-Recourse Notes Payable of VIEs.

As discussed further in Notes 1 and 17, effective January 1,
2010, Duke Energy began consolidating Cinergy Receivables. To
fund the purchase of receivables, Cinergy Receivables borrows from
third parties and such borrowings fluctuate based on the amount of
receivables sold to Cinergy Receivables. The bomowings are secured
by the assets of Cinergy Receivables and are non-recourse to Duke
Energy. The debt is short-term because the facility has an expiration
date of October 2011; however, Duke Energy expects to extend that
expiration by one year prior to its current expiration. At December 31,
2010, Cinergy Receivables borrowings were $216 million and are
reflected as Non-Recourse Notes Payable of VIEs on Duke Energy's
Consolidated Balance Sheets,

Non-Recourse Long-Term Debt of VIEs,

In May 2010, Green Frontier Wind Power, LLC, a subsidiary of
DEGS, an indirect wholly-owned subsidiary of Duke Energy, entered
into a long-term lpan agreement for $325 million principal amount
maturing in 2025, The collateral for this loan is a group of five wind
farms located in Wyoming, Colorado and Pennsylvania, The initial
interest rate on the notes is the six month adjusted London Interbank
Offered Rate (LIBOR) plus an applicable margin. In connection with
this debt issuance, DEGS entered into an interest rate swap to convert
the substantial majority of the loan interest payments from a variable
rate to a fixed rate of 3.4% plus the applicable margin, which was
2.5% as of December 31, 2010. Proceeds from the issuance will be
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used to help fund the existing wind portfolio. As this debt is
nen-recourse to Duke Energy, the balance at December 31, 2010 is
classified within Non-Recourse Long-term Debt of VIES in Duke
Energy's Consolidated Balance Sheets.

In December 2010, Top of the World Wind Energy LLC, a
subsidiary of DEGS, an indirect wholly-owned subsidiary of Duke
Energy, entered into a long-term koan agreement for $193 milkion
principal amount maturing in December 2028. The collateral for this
loan is substantially all of the assets of Top of the World Windpower
LLC. The initial interest rate on the notes is the six month adjusted
LIBOR plus an applicable margn. in connection with this debt
issuance, DEGS entered into an interest rate swap to convest the
substantial majority of the loan interest payments from a variable rate
1o a fixed rate of 3.465% plus the applicable margin, which was
2.375% as of December 31, 2010. Proceeds from the issuance will
he used o help fund the existing wind portfolio.

Money Pool.

The Subsidiary Registrants receive support for their short-term
borowing needs through participation with Duke Energy and other
Duke Energy subsidiaries in a money pool amangement. Under this
arrangement, those companies with short-term funds may provide
short-term loans to affiliates participating under this arrangement. The
money pool is structured such that the Subsidiary Registrants
separately manage their cash needs and working capital
requirernents, Accardingly, there is no net settiement of receivables
and payabies between the money pool participants. Per the ters of
the money pool arrangerment, Duke Energy may loan funds to its
participating subsidiaries, but may nat borrow funds through the
money pool. Accordingly, as the money pool activity is between Duke:
Energy and its wholly-owned subsidiaries, all money pool balances
are eliminated within Duke Energy’s Consolidated Balance Sheets.

As of December 31, 2010, Duke Energy Carolinas was in a net
money pool receivable position of $39 mitlion, of which $339 million
is classified within Receivables and $300 million is classified within
Long-term Debt in Duke Energy Carolinas' Congolidated Balance
Sheets. As of December 31, 2009, Duke Energy Carolinas was in a
net money poot receivable position of $289 mitlion, of which $589
million is classified within Receivables and $300 million is classified
within Long-term Debt in Duke Energy Carolinas’ Consolidated -
Balance Sheets.

As of December 31, 2010 and 2009, Duke Energy Ohio had
short-term money pool receivables of $480 million and $184
million, respectively, which are classified within Receivables in Duke
Energy Ohio's Consolidated Balance Sheets.

As of December 31, 2010, Duke Energy Indiana was in a het
money pool payable position of $35 million, of which $115 million
is classified within Receivables and $150 million is classified within
Long-term Debt in Duke Energy Indiana's Consolidated Balance
Sheets. As of December 31, 2009, Duke Energy Indiana wasin a
net money pool payable position of $119 million, of which $31
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million is classified within Receivables and $150 million is classified
within Long-term Debt in Duke Energy Indiana’s Consolidated
Balance Sheets.

Increases or decreases in money pooi receivables are reflected
within investing activities on the respective Subsidiary Registrants
Consolidated Statements of Cash Flows, while increases or decreases
in meney pool borrowings are reflected within financing activities on
the respective Subsidiary Registrants Consalidated Statements of
Cash Flows.

Accounts Receivable Securitization.

Duke Energy Carolinas securitizes certain accounts receivable
through Duke Erergy Receivables Finance Company, LLC (DERF), a
bankruptcy remote, special purpose subsidiary. DERF is a wholly-
owned limited fability company with a separate legal existence from
its parent, and its assets are net intended to be generally available to
creditors of Duke Energy Carolinas. As a result of the securitization,
on a daily basis Duke Energy Carolinas sells certain acoounts
receivable, arising from the sale of electricity and/or related services as
part of Duke Energy Carolinas’ franchised electric business, to DERF.
in order to fund its purchases of accounts receivable, DERF has a
$300 million secured credit facility with a commercial paper conduit
administered by Citibank, N.A., which terminates in August 2012.
The credit facility and related securitization documentation contain
several covenants, including covenants with respect to the accountis
receivable held by DERF, as well as a covenant requiring that the
ratio of Duke Energy Carolinas' consolidated indebtedness 1o Duke
Energy Carolinas' consolidated capitalization not exceed 65%. As of
December 31, 2010 and 2009, the interest rate associated with the
credit facility, which is based on commercial paper rates, was 1.2%
and 1.6%, tespectively, and $300 million was outstanding under the
credit facility as of both December 31, 2010 and 2009. The
securitization transaction was not structured to meet the criteria for
sale accounting freatment under the accounting guidance for
transfers and servicing of financial assets and, accordingly, is reflected
as a secured borrowing in the Consalidated Balance Sheets, As of

December 31, 2010 and 2009, the $300 million outstanding
balance of the credit facility was secured by $637 million and $5%56
million, respectively, of accounts receivabte held by DERF. The
ohligations of DERF under the credit facility are non-recourse to Duke
Energy Carolinas. DERF meets the accounting definition of a VIE and
is subject to the new accounting rules for consolication and transfers
of financial assets that were effective January 1, 2010; however, the
new accounting rules did not result in a substantial change to the
accounting for DERF. See Note 17 for further information on VIEs.

Floating Rate Debt.

Unsecured debt, secured debt and other debt inciudes floating-
rate instruments. Floating-rate instruments are priimarily based on
commercial paper rates or a spread relative to an index such as
LIBOR for debt denominated in U.S. dollars. The following table
shows floating rate debt by registrant as of December 31, 2010 and
2009:

Decemnber 31, December 31,

{in millions) - 2010 2000
Duke Energy'e $2,851 $2,800
Duke Energy Carolinas - 695 795
Duke Energy Ohio 525 538
Duke Energy indiana 502 694

{&) Excludes $376 million and $336 million of Brazilian debt at December 31 2010 and
2009, respectively, that is indexed annually to Brazifian inflation

The following table shows the average interest rate assogiated
with floating rate debt detailed in the table above by registrant as of
December 31, 2010 and 2009:

December 31, December 31,

2010 2009
Duke Energy 1.6% 1.5%
Duke Energy Carctinas 0.8% 0.9%
Duke Energy Ohio 0.5% 0.4%
0.3%

Duke Energy Indiana 0.4%

Maturities, Call Options and Acceleration Clauses.

Annual Maturities as of December 31, 2010

Duke Energy DchEmry Duke Energy

{in millions} Duke Energy Carolinas Ohdo Indiana
2011 $ 275 $ 8 $ 7 $ 1
2012 2,552 1,778 507 155
2013 1,563 405 265 405
2014 1,623 45 : 46 5
2015 1,207 505 5 L
Thereafter 10,990 5,029 1,734 2891
Total long-term deht, including current maturities $18,210 $7,770 $2,564 $3.472
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The Duke Energy Registrants have the ability under certain debt
facilities to calt and repay the obligation prior to its scheduled
maturity. Therefore, the actual timing of future cash repayments
could be materially different than the above as a result of Duke
Energy Registrant’s ability to repay these obligations prior to their
scheduled maturity. *

Available Credit Facilities.

The total capacity under Duke Energy’s master credit facility,
which expires in June 2012, is $3.14 billion, The credit facility
contains an option allowing borrowing up to the full amount of the
facility on the day of initial expiration for up to one year, Duke Energy,
Duke Energy Carolinas, Duke Energy Ohio, including Duke Energy

Kentucky, and Duke Energy Indiana {cotlectively referred to as the
borrowers), each have borrowing capacity under the master credit
facility up to specified sub limits for each borrower. However, Duke
Energy has the unilateral ability to increase or decrease the borowing
sub limits of each borrower, subject to per borrower maximurm cap
limitations, at any time. See the table below for the borrowing sub
limits for each of the borrowers as of December 31, 2010. The
amount available under the master credit facility has been reduced by
the use of the master credit facility to backstop the issuances of
commercial paper, letters of credit and certain tax-éxempt bonds.
Bomrowing sub limits for Duke Energy Carolinas, Duke Energy Chio,
Duke Erergy Kentucky, and Duke Energy Indiana are also reduced
for amounts outstanding under the money pool amangement.

Master Credit Facility Summary as of December 31, 2010 (in miflionsya

Duke Energy Duke Energy Duke Energy

Duke Energy Carolinas Ohio Indlana  Tolat

Facility Size® $1,097 $ 840 $750 $ 450 $3,137
Less:

Notes Payabie and Commercial Papert — (300) —_ {150y (450)

Qutstanding Letters of Credit (1 @ 27 — (45}

Tax-Exempt Bonds (25) (95) (84) {81) (285)

Available Capacity $1,061 $ 438 $639 $ 219 $2,357

{a) This summary only includes Duke Enesgy's master credit facifity and, accordingly, excludes oertain dermand facilities and committed facilities that are insignificant in size or which
genetally support very specific requirernents, which primarily include facilities that backstop various cutstanding tax-exernpt bonds. These facilities that backstop various outstanding
tax-exempt bonds generally have non-cancelable terms in excess of one vear flom the balance sheet date, such that the Duke Energy Registrants have the ability to refinance such
borrowings on a long-tem basis. Accoriingly, such bomowings are refiected s Long-term Delx on the Consoligated Balance Sheets of the respective Duke Energy Registrant.

() Credit faciity contains a covenant requining the debt-i-iotal capitalization ratio to not exceed 65% for each bamower.

(c) Represents the sub limit of each borrower at December 31, 2010, The Duke Energy Ohic sub limit is comprised of $650 rriitiion for Duke Energy Ohio and $10C million for Duke Energy

Kentucky.

(d) Duke Energy issued $450 million of Commercial Paper and loaned the proceeds thraugh money pool to Duks Energy Carclinas and Dule Enesgy Indiana.

At December 31, 2010 and 2009, various tax-exemypt bonds,
commercial paper issuances and money pool borrowings were
classified as Long-Term Debt on the Consolidated Balance Sheets,
These tax-exempt bonds, commercial paper issuances and money
pool borowings, which are short-term obligations by nature, are
classified as long-term due to Duke Energy’s intent and ability to
utilize such borrowings as long-term financing. As Duke Energy’s

master credt facility and other specific purpose cradit facilities have
non-cancelable terms in excess of one year as of the balance sheset
date, Duke Energy has the ability to refinance these short-temn
obligations on a fong-term basis. The foliowing tabiles show short-
term obligations classified as long-term debt as of December 31,
2010 and 2009:

Short-term obligations classified as long-term

December 31, 2010
Duks Energy Duke Enuu Dule Energy
{in millions) Duke Energy  Carolinas : Ohlo indlana
Tax exempt bondgeKaicis $ 632 $ 95 1$161 $352
Notes Payable and Commercial papert® 450 300 L 150
DERF® 3100 300 —_ —
Total $1,382 $695 $161 $502

(a) Of the $632 mition of pollution control bonds outstanding at December 31, 2010, at Duke Enerdy, the master credit facility served 2s a backsiop for $311 million of these patiution
control bonds {of which $27 million & in the form of letters of credit}, with the remaining balance backstopped by other specific long-term credit faciiiies separate from the master credit

faciiity.

{b) For Duke Energy Carolinas, the master cregit facility served as a backstop for the $95 million of pallution control borkds cutstanding at December 31, 2010.
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{c)
td}
1G]

Of the $161 million of tax-exempt bonds outstanding 2t Dacember 31, 2010 at Duke Energy Ohio, $111 million were backstopped by Duke Enery’s master credit facility (of which $27
million s in the form of letters of credit), with the: remaining balance backstopped by other specific long-term credit facilities separate from the master credit facility.

0f the $352 million of tax-exempt bonds outstanciing at December 31, 2010 at Duke Energy Indiana, $81 miliion were backstopped by Duke Energy's master credit facifty, with the
remaining balance tackstopped by ather specific long-term credit facllities separate from the master credit facility,

Duke Energy has issued $450 million in Cornmencial Faper, which is backstopped by the master credit facility, and the praceeds are in the form of loans through the money pool to Duke
Energy Carolinas of $300 million and Duke Energy Indiana of $150 million as of December 31, 2010.

f) DERF is a short-term obligation backed by a credit facility which expires in August 2012,
December 31, 2009

Duke Energy  Duke Energy Duke Energy
(in millions) Duke Energy  Carolinas Ohio Indiana
Tax exempt bondstaoicid $ 706 $195 . $134 $£352
Nates Payable and Commercial papert 450 300 — 150
DERF? 300 300 —_ —
Drawdown under the Master Credit Facility® 123 — — 123
Total $1,579 $795 $134 $625

{a

(b}
(€
(d
©
i3

Of the $706 million of poiiution cortrol bonds outstanding at December 31, 2009 at Duke Erergy, the master credit facility served s a backstop for $385 mittion of these pollution
ontrol bends (of which $100 millicn is in the form of letters of credit), with the remaining balance backstopped by other specific ong-term credit facilities saparate fram the master credit
facility.

For Duke Energy Carolinas, the master credit facility served as a bacistop for the $195 milllion of gollution control bonds outstanding at Decermber 31, 2009 (of which $100 million is in
the form of letters of credit).

Of the $134 million of tax-exempt bonds outstanding at December 31, 2009 at Duke Energy Ohéo, $84 million were backstopped by Duke Enengy's master credit facility, with the
rernaining balance backstopped ty other specific long-tem credit facilities separate from the master credit facility.

Of the $352 million of tax-exempt bonds outstanding at December 31, 2009 at Duie Energy Indiana, $81 million were backstopped by Duke Enengy’s master credit facility, with the
rematning balance backstopped by other speciic long-temmn credit facilitics separate from the master credit facility.

Duke Energy has issued $450 million in Commercial Paper, which is backstopped by the measter credit facility, and the proceeds are in the form of bans through the money poot 1 Duke
Energy Carolinas af $300 million and Duke Energy indiana of $150 million as of Decernber 31, 2009.

DERF is a short-term obligation backed by a credit faciiity which expires in August 2012,

The bormwings under the master credit facility at Duke Energy Indiana was a revolving loan bearing interest at one-month LIBOR plus an applicabie spread of 19 basis points. Duke
Energy Indiana has the intent and ability to refinance this obligation on a long-term basls, either through renewal of the terms of the: Ioan through the master credit faclity, which has

non-cancelable terms in excess of one-year, of through issuance of long-tevm dedt to replace the amount drawn urder the master credit Tacitity.

In April 2010, Duke Energy and Duke Energy Carolinas entered
into a new $200 million four-year unsecured revolving credit facility.
Duke Energy and Duke Energy Caralinas are co-borrowers under this
facitity, with Duke Energy having a borrowing sub limit of $100
million and Duke Energy Carolinas having no borrowing sub limit.
Upon closing of the facility, Duke Energy made an initial borrowing of
$75 miilion for general corporate purposes.

In September 2008, Duke Energy Indiana and Duke Energy
Kentucky collectively entered into a $330 million three-year letter of
credit agreement with a syndicate of banks, under which Duke
Energy Indiana and Duke Energy Kentucky may request the issuance
of letters of credit up to $279 million and $51 million, respectively,
on their behalf to support various series of variable rate demand
bonds issued or to be issued on behalf of either Duke Energy Indiana
or Duke Energy Kentucky. This credit facility, which is not part of
Duke Energy's master credit facility, may not be used for any purpose
other than to support the variable rate demand bonds issued by Duke
Energy Indiana and Duke Energy Kentucky.

Restrictive Debt Covenants,

The Duke Energy Registrants' debt and credit agreements
contain various financial and other covenants. Failure to meet those
covenants beyond applicable grace periods could resuit in accelerated
due dates and/or termination of the agreerments. As of December 31,
2010, each of the Duke Energy Registrants was in compliance with
all covenants refated to ifs significant debt agreernents. in addition,
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some credit agreements may allow for acceleration of payments or
fermination of the agreements due 1o nonpayment, or the
acceleration of other significant indebtedness of the borrower or some
of its subsidiaries. '

Other Financing Matters.

In Septerber 2010, Duke Energy filed a regisiration statement
(Form S-3) with the SEC. Under this Form $-3, which is uncapped,
Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke
Energy indiana may issue debt and other securities in the future at
amounts, prices and with terms to be determined at the time of future
offerings. The registration statement also allows for the issuance of
common stock by Duke Energy.

At December 31, 2010, $2.0 hillion of debt issued by Duke
Energy Carolinas was guaranteed by Duke Energy.

Other Loans.

During 2010 and 2009, Duke Energy had loans outstanding
against the cash surrender value of the life insurance policies that it
owns on the lives of its executives, The amounts cutstanding were
$444 million as of December 31, 2010 and $411 million as of
December 31, 2009. The amounts outstanding were camied as a
reduction of the related cash surrender vaiue that is included in Other

. within Investments and Other Assets on the Consolidated Balance

Sheets.
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7. GUARANTEES AND INDEMNIFICATIONS

Duke Energy and its subsidiaries have various financial and
performance guarantees and indemnifications which ave issued in the
normal course of business. As discussed below, these contracts
include performance guarantees, stand-by letters of credit, debt
guarantees, surety bonds and indemnifications. Duke Energy and its
subsidiaries enter into these arrangements to facilitate commercial
transactions with third parties by enhancing the value of the
transaction to the third party.

On January 2, 2007, Duke Energy completed the spin-off of its
natural gas businesses to shareholders. Guarantees that were issued
by Duke Energy, Cinergy or Intemational Energy, or were assigned to
Duke Energy prior to the spin-off remained with Duke Energy
subseguent to the spin-off, Guarantees fssued by Spectra Energy
Capitai, LLC (Spectra Capital) or its affiliates prior to the spin-off
rermained with Spectra Capital subsequent to the spin-off, except for
certain guarantees that are in the process of being assigned to Duke
Energy. During this assignment period, Duke Energy has indemnified
Spectra Capital against any losses incurred under these guarantee
obligations. The maximum potential amount of future payments
associated with the guaraniees issued by Spectra Capital is $251
million.

Duke Energy has issued performance guarantees to customers
and other third parties that guarantee the payment and performance
of other parties, including certain non-wholly-owned entities, as well
as guarantees of debt of certain non-consolidated entities and less
than wholly-owned consolidated entities. If such entities were to
default on payments or performance, Duke Energy would be required
under the guarantees to make payments on the obligations of the less
than wholly-owned entity. The maximum potential amount of future
payments Buke Energy could have been required to make under
these guarantees as of December 31, 2010 was $290 million, OF
this amount, $91 million relates to guarantees issued on behalf of
less than wholly-owned consolidated entities, with the remainder
related to guarantees issued on behalf of third parties and
unconsoclidated affifiates of Duke Energy. $321 million of the
guarantees expire between 2012 and 2028, with the remaining
performance guarantees having no contractual expiration.

Included in the maximum potential amount of future payments
discussed above is $40 million of maximum potential amounts of
future payments associated with guarantees issued to customers or
other third parties related to the payment or performance obligations
of certain entities that were previously wholly-owned by Duke Energy
but which have been sold to third parties, such as DukeSolutions,
Inc. {DukeSolutions) and Duke Engineering & Services, Inc, (DE&S).
These guarantees are primarily related to payment of lease
obligations, debt obligations, and performance guarantees related to
provision of goods and services. Duke Energy has received
back-to-back indemnification from the buyer of DE&S indemnifying
Duke Energy for any amounts paid refated to the DE&S guarantees.
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Duke Energy also received indemnification from the buyer of
DukeSolutions for the first $2.5 million paid by Duke Energy related
to the DukeSolutions guarantees. Further, Duke Energy granted
indemnification 1o the buyer of DukeSolutions with respect o losses
arising under some energy services agreements retained by
DukeSolutions after the sale, provided that the buyer agreed o bear
100% of the performance risk and 50% of any other risk up 1o an
aggregate maximum of $2.5 million (less any amounts paid by the
buyer under the indemnity discussed above). Additionally, for certain
performance guarantees, Duke Energy has recourse 1o subcontractors
involved in providing services to a customer, These guaraniees have
various terms ranging from 2012 to 2021, with others having no
specific term.

Duke Energy has guaranteed certain issuers of surety bonds,
obligating itself to make payment upon the failure of a non-wholly-
owned entity to honor its obligations to a third party, as well as used
bank-issued stand-by letters of credit to secure the performance of
non-wholly-owned entities to a third party or customer. Under these
amrangements, Duke Enesgy has payment obligations which are
triggered by a draw by the third party or customer due to the failure of
the non-wholly-owned entity to perform according to the terms of its
underlying conract. Substantially all of these guarantees issued by
Duke Energy relate to projects at Crescent that were under
development at the time of the joint venture creation in 2006.
Crescent filed Chapter 11 pefitions in 2 U.S. Bankruptey Court in
June 2009, During 2009, Duke Energy determined that it was
probable that it will be required to perform under certain of these
guarantee obligations and recorded a charge of $26 million
associated with these obligations, which represented Duke Energy’s
best estimate of its exposure under these guarantee cbligations. At the
time the charge was recorded, the face value of the guarantees was
$70 million, which has since been reduced to $40 million as of
December 31, 2010 as Crescent continues to complete some of its
obligations under these guarantees.

Duke Energy has entered into various indemnification
agreements related to purchase and sale agreements and other types
of contractual agreements with vendors and other third parties. These
agreements typically cover environmenital, tax, litigation and other
matters, as well as breaches of representations, waranties and
covenants, Typically, claims may be made by third parties for various
periods of time, depending on the nature of the ¢laim. Duke Energy’s
potential exposure under these indemnification agreements can range
from a specified amount, such as the purchase price, to an unlimited
doilar amount, depending on the nature of the claim and the
particular transaction. Duke Energy is unable to estimate the total
potential amount of future payments urder these indemnification
agreements due to several factors, such as the unlimited exposure
under certain guarantees,

At December 31, 2010, the amounts recorded on the
Consolidated Balance Sheets for the guarantees and indemnifications
mentioned above, including performance guarantees associated with
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projects at Crescent for which it is probable that Quke Energy will be
reguired to perform, is $30 million, This amount is primarily recorded
in Other within Deferred Credits and Other Liabilities on the
Consolidated Balance Shests.

8. JOINT OWNERSHIP OF GENERATING AND
TRANSMISSION FACILITIES

Duke Energy Carolinas, along with North Carolina Municipal
Power Agency Number 1, North Carolina Electric Membership
Corporation and Piedmont Municipal Power Agency, have joint
ownership of Catawba Nuclear Station, which is a facility operated by
Duke Energy Carolinas. As discussed in Mote 3, in September 2008,
Duke Energy paid $150 million for an aciditional 7% ownership
interest in the Catawba Nuclear Station.

Duke Energy Ohio, Columbus Southem Power Company, and
Dayton Power & Light jointly own electric generating units and related
fransmission facilities in Chio. Duke Energy Keriucky and Dayton
Power & Light jointly own an electric generating unit. Duke Energy
Ohio and Wabash Valley Power Association, tnc. (WVPA) jointly own
Vermillion Station. Additionally, Duke Energy Indiana is a joint-owner
of Gibson Station Unit No. 5 with WVPA and Indiana Municipal
Power Agency (IMPA), as well as a joint-owner with WVPA and
IMPA of certain !ndiana transmission property and local faciities.
These facilities constitute part of the integrated transmission and
distribution systems, which are operated and maintained by Duke
Energy Indiana. ‘

The Duke Energy registrant’s share of jointty-owned plant or
facilities included on the December 31, 2010 Consolidated Balance
Sheets is as follows:

Ownership  Property, Plant,  Accumulated  Construction Work
{in millions) Share  and Equipment  Depreciation in Progress
Duke Energy
Duke Energy Carolinas
Production:
Catawba Nuclear Station (Units 1 and 2} 19.25% $ 883 $ 418 $7
Duke Energy Ohio
Production:
Miami Fort Station {(Units 7 and 8)® 64.0 599 193 12
W.C. Beckjord Station (Unit G)oa 375 — — -
J.M. Stuart Stationtic 39.0 786 242 25
Conesville Station (Unig 4)xe 40.0 302 61 11
W.M. Zimmer Station® 46.5 1,322 540 21
Killen Statignibic) 330 302 135 1
Vermillion®! 75.0 183 55 —_
Transmissionta Various 104 52 2
Duke Energy Kentucky
Production:
East Bend Stationé 69.0 433 227 3
Duke Energy Indiana
Production:
Gibson Station (Unit 5)@ 50.05 329 153 10
Transmission and local facilitiest® Various 3,243 1,396 -
Internationai Energy
Production:
Brazil — Canoas | and 1! 471 373 94 —_

{a) Included in USFE&G segment.
{b) Include¢ in Commercial Power segment.
{c) Station is not operated by Duke Energy Chio.

{(d) During the second guarter of 2010, Duke Erergy Ohio recorded an impaimment charge to write-down its shase of W.C. Beckjord Station 1o fair value. See Note: 12 for further details.

The Duke Erergy registrant's share of revenues and operating costs of the above jointly owned generating facilities are included within the
corresponding line on the Consolidated Statements of Operations. Each participant in the jointly owned facitiies must provide ifs own financing.

9. ASSET RETIREMENT OBLIGATIONS

Asset retirement obligations, which represent legal obligations
asseciated with the retirement of certain tangible long-lived assets, are
cornputed as the present value of the projected costs for the future
retirement of specific assets and are recognized in the period in which
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the liability is incurred, i a reasonable estimate of fair value can be
made. The present value of the fiability is added to the camying
amount of the associated asset in the period the liability is incusred
and this additional camying amourtt is depreciated over the remaining
life of the asset. Subsequent to the initial recognition, the liability is
adjusted for any revisions to the estimated future.cash fiows
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associated with the asset retirement obligation {with corresponding
adjustments to property, plant, and eguipment), which can occur
due to a number of factors inciuding, but not limited to, cost
escalation, changes in technology applicable to the assets to be
retired and changes in federal, state or local regulations, as well as for
accretion of the liability due to the passage of time until the obligation
is settled. Depreciation expense is adjusted prospectively for any
increases or decreases to the carying amount of the associated asset.
The recognition of asset retirement obligations has no impact on the
earnings of Duke Energy’s regulated electric operations as the effects
of the recognition and subsequent accounting for an asset retirement
obligation are offset by the establishrment of regulatory assets and
liabilities pursuant to regulatory accounting.

Asset retirement obligations recognized by Duke Energy relate
primarily to the decommissioning of nuclear power faciliies, ashestos
semoval, closure of fancifitls and removal of wind generation assets.

Asset retirement obligations recognized by Duke Energy Carolinas
relate primarily to the decommissioning of nuclear power faclities,
asbestos removal and closure of landfills at fossit generation facififies.
Asset retirement obligations at Duke Energy Ohio refate primarily o
the retirement of gas mains, ashestos abatement at certain generating
stations and closure and post-closure activities of langffills. Asset
retirernent obligations at Duke Energy Indiana relate primarily 1o
obligations associated with future asbestos abatement at certain
generating stations. Certain of the Duke Energy Registranis’ assets
have an indeterminate life, such as transmission and distribution
facilities and thus the fair value of the retirement obligation is not
reasonably estimable. A liability for these asset rétirement obligations
will be recorded when a fair value is determinable.

The following tables present the changes to the liability
associated with asset retirement obligations for the Duke Enesgy
Registrants during the years ended December 31, 2010 and 2009:

December 31, 2010
Duke Energy Duke Energy  Duke Energy

{in millions) Duke Energy Carolinas - Ohio indiana
Balance as of January 1, $ 3,185 $3,098 .$36 $42
Accretion expense®® 97 93 1 2
Correction of prior year errort {1,465) (1,465) -_— —
Liabilities settled {10) n — (3)
Revisions in estimates of cash flows ® (1) 10 4
Liabilities incurred in the current year 12 5 — 1
Other 5 5 —_ —
Balance as of December 31, $ 1,816 $1,728 ‘$27 $46

(a) Substantially all of the accretion expense for the years ended Decembier 31, 2010 relate to Duke Energy's regulated etectric operations and has been deferred in accordante with

regulatory accounting treatment, as discussed above.

(£} As discussed in Note 1, in the second quarter of 2010, Duke Enengy Carolinas recorded a $1.5 billion comection of an err tn reduce the nuclear decommissioning asset rethement
obligation liability, with offsetting impacts to regulatory assets and property, plant and equipment. This corection had o impact on Duke Energy Carolinas’ eqyuity, results of operations or

cash flows
Decernber 31, 2009

DukeEnergy  Duke Emergy  Duke Energy
(in milliors) Duke Energy Carclinas Chio indiana
Balarce as of January 1, $2,567 $2,509 $33 $24
Accretion expensete 200 196 2 1
Revisions in estimates of cash flows® 389 385 e 2
Liabilities incurred in the current year 35 13 1 15
Otier (6) (5) - -
Balance as of December 31, $3,185 $3,098 $36 $42

(a) Substantially all of the accretion expense for the years ended December 31, 2009 refate to Duke Enengy's regulated electiic operations and has been deformed in accordance with

reguiatary accounting treatment, as discussed above.
()]

As discussed below, Duke Energy Carolinas updates Its nuelear decommissioning costs shudy every five years a8 required by the NCUC and PSCSC. The Increase in the revisions o

estimated cash flows primarily relates to the increase in estimated cost of decommissioning Duke Energy Camlinas’ nuclear units, Approximately half of the increase from 2008 in the
nuclear decommissioning cost estimates is due to increased labor costs since the last cost sudy in 2003, The change in the credit-adjustad risk-free rate singe the 2003 study also
impacted the determination of the asset retirement obligation liability asseciated with nuclear decommissioning.

Duke Energy’s regulated electric and regulated natural gas
operations accrue costs of remaval for property that do not have an
associated legal retirement obligation based on regulatory orders from
the various state commissions. These costs of removal are recorded
as a regulatory liability in accordance with regulatory treatment. Duke
Energy does not accrue the estimated cost of removal for any
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non-regulated assets (including Duke Energy Ohio’s generation
assets). See Note 4 for the estimated cost of removal for assets
without an associated legal retirement obligation, which are included
in Other Deferred Credits and Other Liabilities on the Consolidated
Balance Sheets as of December 31, 2010 and 2009,
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Nuclear Decommissioning Costs.

In 2005 and again in 2009 and 2010, the NCUC and PSCSC,
respectively approved a $48 million annual amount for contributions
and expense levels for decommissioning. In each of the years ended
December 31, 2010, 2009 and 2008, Duke Energy Carolinas
expensed $48 million and contributed cash of $48 million to the
NDTF for decommissioning costs. These amounts are presented in
the Consolidated Statements of Cash Flows in Purchases of
Available-For-Sale Securities within Net Cash Used in Investing
Activities. The entire amount of these contributions were 1o the funds
reserved for contaminated costs as contributions to the funds reserved
for non-contaminated costs have been discontinued since the current
estimates indicate existing funds to be sufficient to cover projected
future costs. Bath the NCUC and the PSCSC have allowed Duke
Energy Carolinas to recover estimated decommiissioning costs through
retail rates over the expected remaining service periods of Duke
Energy Carolinas’ nuclear stations. Duke Energy Carolinas believes
that the decommissioning costs being recovered through rates, when
coupled with expected fund eamings, will be sufficient to provide for
the cost of future decommissioning.

The balance of the NDTF, which are reflected as NDTF within
investrents and Other Assets in the Consclidated Balance Sheets,
was $2,014 million as of December 31, 2010 and $1,765 million
as of December 31, 2009. The increase in the value of the NDTF
during 2010 is due to higher overall retums in the equity and debt
markets combined with the $48 million annual contributions made
1o the contaminated funds during 2010. The fair value of assets
fegally restricted for the purpose of settling asset retirement obligations
associated with nuclear decommissioning was $1,744 million as of
December 31, 2010 and $1,530 million as of Decamber 31, 2009.

As the NCUC and the PSCSC require that Duke Energy
Carolinas update its cost estimate for decommissioning its nuclear
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plants every five years, new site-specific nuclear decommissioning
cost studies were completed in January 2009 that showed toial
estimated nuclear decommissioning costs, including the cost 10
decommission plant components not subject to radicactive
contamination, of $3 billion in 2008 dollars. This estimate includes
Duke Energy Carolinas’ 19.25% ownership intergst in the Catawba
Nuclear Station. The other jaint owners of Catawba Nuclear Station
are responsible for decommissioning costs retated to their ownership
interests in the station. The previous study, completed in 2004,
estimated total nuclear decommissioning costs, including the cost to
decommission plant components not subject to radicactive
contamination, of $2.3 billion in 2003 dollars.

Buke Energy Carolinas filed these site-specific nuclear
decommissioning cost studies with the NCUC and the PSCSC in
conjunction with various rate case filings. In addition to the
decommissioning cost studies, a new furkiing study was completed
and indicates the current annual funding requirement of $48 million
is sufficient to cover the estimated decommissioning costs. Duke
Energy Carolinas received an order from the NCUC on its rate case
filing on Decernber 7, 2009, and the PSCSC acoeptad a setiement
agreement on Duke Energy Carolinas’ rate case gn January 20,
2010. Both the NCUC and the PSCSC approved: the existing $48
million annual funding level for nuclear decommissioning costs.

The operating licenses for Duke Energy Carolinas’ nuclear units
are subject to extension. In December 2003, Duke Energy Carolinas
was granted renewed operating licenses for Catawba Nuclear Station
Units 1 and 2 until 2043 and McGuire Nuclear Station Uniits 1 and
2 until 2041 and 2043, respectively. In 2000, Duke Energy
Carolinas was granted a renewed operating license for the Oconee
Nuclear Station Units 1 and 2 until 2033 and Unit 3 untii 2034.
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10. PROPERTY, PLANT AND EQUIPMENT

December 3%, 2010
Estimated Duke Energy  Duke Energy  Duke Energy
{in millions} Useful Life  Duke Energy Carolinas Ohlo indlana
(Years) '
Lang® —_ $ 743 $ 357 $ 133 $ 89
Plant — Regulated
Electric generation, distribution and transmissionta 8-128 36,744 24,980 3,483 8,282
Natural gas transmission and distribution®@ 12-60 1,815 —_ 1,815 —_
Cther buildings and improvements(@ 25-100 610 366 111 132
Plant — Unregulated
Electric generation, distribution and transmission@® 8- 100 5,256 — 3,960 b
Other buildings and improvemenis®@ 20-90 2,108 1 188 -
Nuclear fuet —_ 1,176 1,176 - —
Equipment 3-33 718 166 147 128
Vehicles® 5-26 75 13 — —
Construction in process@ -— 7,015 3,677 182 2,426
Otheré 5§-33 2,279 455 240 156
Total property, plant and equipment 58,539 31,191 10,259 11,213
Total accumulated depreciation — regulatediohict {16,273) (11,126} (1,832) (3,341)
Total accumulated depreciation — unregulatedeid (1,922) — (579} —
Total net property, plant and equipment $ 40,344 $ 20,065 $ 7,848 $ 7.872

{a) Includes capitalized leases of $414 million, $134 million, and $53 million at Duke Energy, Duke Energy Ohio, and Duke Enengy Indiana, respectively.

(b) Includes $667 milion of accumulated amortization of nuclear fuel at Duke Energy and Duke Energy Canginas,

(e} Includes accumulated amortization of capiialized leases of $31 million, $17 million and $1¢ million at Duke Energy, Duke Energy Ohio, and Duke Energy Indiana, respectively,
{d)  Includes accumulated depreciation of VIES of $45 million at December 31, 2010.

December 31, 2009
Estimated Duke Energy Duke Emergy  Duke Energy
{in millions) Useful Life  Duke Energy Carolinas © Ohlo Indiana
(Years) ‘

Land — $ 725 $ 342 $ 134 $ 88
Plant -— Regulated

Electric generation, distribution and transmissiontet 8-125 35,983 24,450 3376 8,157

Natural gas transmission and distribution 12-60 1,694 - 1,654 —

Cther buildings and improvementste 25-100 617 364 126 124
Plant — Unregulated

Electric generation, distribution and transmissionta 8-100 5120 — 4,230 -

Other buildings and improvementstal 20-90 1,855 — 190 —
Nuclear fuel — 1,079 1,079 - ——
Equipmentte! 4-33 799 173 89 117
Vehicles 5-26 77 14 L -_
Construction in process — 5,336 3,083 210 1,433
Otheriat 5-33 2077 412 191 136
Totai property, plant and equipment 55,362 29,917 10,243 10,055
Total accumulated depreciation — regulated(®. © (15,526} {10,692) {1,726) (3,129)
Total accumulated depreciation — unregulatede (1,886) — {653) —
Total net property, plant and equipment $ 37,950 $ 19,225 $:7.864 $ 6,926

(a) Includes capitalized leases of $384 million, $111 million, and $50 million at Duke Energy, Duke Energy Ohio, and Duke Eneny indiana, respectively.
() Includes $603 mitlion of accumutated amortization of nuciear fuel at Duke Energy and Duke Encrgy Carolinas,
(€} Includes accumutated amortization of capitalized leases of $20 milion, $11 million and $8 million at Duke Energy, Duke Energy Ohio, and Duke Energy Indiana, respectively.
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The fellowing table presents capitalized interest, which includes
the debt component of AFUDC, for the years ended December 31,

2010, 2009, and 2008 respectively:

Years Ended December 31,
{in millions) 2010 2009 2008
Duke Energy $167 %102 $93
Duke Energy Caralinas 65 45
Duke Energy Ohio 4 19
Duke Energy Indiana 13 10

11. OTHER INCOME AND EXPENSES, NET.

The components of Other Income and Expenses, net on the Consolidated Staterments of Operations for the years ended December 31,

2010, 2009 and 2008 are as follows:

Duke Energy Duke Energy Ohio

For the years ended December 31, For the years ended Decernber 31,
(in millions) 2010 2009 2008  (in rillions) 2010 = 2009 2008
Incomef( Expense): Incomef(Expense):
Interast income $ 67 $ 77 $130  Interest income %18 $10 $27
Foreign exchange gains {losses)@ 1 23 (20)  AFUDC equity 4 2 7
AFUDC equity 234 153 148 Other 3 3 _
Deferred retums 11 34

15 7 {11) Tota 325 3 5
Impairments of available-for-sale
securities't - — (13)  Duke Energy Indiana

Other 53 38 v
Totat $370 $284 $232 For the yeary ended December 31,
(a) Primarily relates to Intemational Energy’s remeasuremnent of certain cash and dett (in millions) 2010 2009 2008

balances into the functional currency.

(o) In 2008, Duke Energy recorded a pre-tax impaiment charge o camings related tothe. o0 e/ (EXpense)

$14 314 $21

credit risk of certain investments in auction rate debt securities, Interest income
AFUDC equity 56 29 46
Duke Energy Carolinas Other —— ® 3
Total $70 $38 $70
For the vears ended December 31,
(in miltions) 2010 2009 2008
Incorme/{Expense):
Interest income $ 23 $ 6 $15
AFUDC equity 174 125 95
Deferred retums 15 7} (11)
Other — (2} (1}
Total $212 $122 $ 98

DUKE ENERGY CORPORATION / 2010 FORM 10-K

158




PART Il

DUKE ENERGY CORPORATION * DUKE ENERGY CARCLINAS, LLC * DUKE ENERGY QOHIQ, INC.

* DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements - (Continued)

12. GOODWILL, INTANGIBLE ASSETS AND
IMPAIRMENTS

Goodwill,

The following table shows goodwill by reportable segment for
Duke Energy and Duke Energy Ohic at December 31, 2010 and
2009 '

Duke Energy

{in millions)

Balance at December 31,
2005:

Goodwill

Accumulated Impairment
Charges —

Balance at December 31,

2009, as adjusted for

accumulated impairment

charges 3,483
Impairment Charges —
Foreign Exchange and Other

Changes - — 8 8

Balance as of December 31,
2010:

Goodwill

Accumulated Impairment
Charges —

Balance at December 31,
2010, as adjusted for
accumulated impairment
charges

Commercial Iniermational

USFE&G Power Energy  Total

$3,483 $ 940 $298 $4,721

(371) — {37

569 298 4,350
(500) — (500}

3,483 940 306 4729

(871) — {871)

$3,483 $ 69 $306 $3,858

Duke Energy Ohio
{in miltions)

Balance at December 31, 2009:

Goociwill $1,137

Accumulated impairment Charges —_

Balance at December 31, 2009, as
adjusted for accurmulated
impairment charges

Impairment Charges

Balance as of Decermnber 31, 2010:

Goodwill

Accumulated Impairment Charges

Balance at December 31, 2010, as
adjusted for accumulated
impairment charges

Commercial

USFE&G Power Total

$1,188 $2325
727y (727

1,137
(216)

461
461}

1,598
(677}

1,137
(216)

1,188 2,325
(1,188) (1,404)

$ 921 $ — 5§ 921

Duke Energy.

Duke Energy is required to perform an annual goodwill
impairment test as of the same date each year and, accordingly,
performs its annual impairment testing of goodwill as of August 31.
Duke Energy updates the test between annual tests if events or
circumstances occur that would more likely than not reduce the fair
value of a reporting unit below its canying value,
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In the second guarter of 2010, based on circumstances
giscussed below, management determined that 1t was mote Kkely
than not that the fair value of Commercial Power's non-regulated
Midwest generation reporting unit was below its respective canying
value, Accordingly, an interim impairment test was performed for this
reparting unit. Determination of reporting unit fair value was based on
a combination of the income approach, which estimates the fair
value of Duke Energy's reporting units based on-discounted future
cash flows, and the market approach, which estimates the fair value
of Duke Energy's reporting units based on market comparables within
the utility and energy industries. Baset on completion of step one of
the second quarter 2010 impairment analysis, management
determined that the fair value of Commercial Power's non-regulated
Midwest generation reporting unit was less than its carying value,
which included goodwill of $500 million.

Commercial Power's non-regulated Midwest generation
reporting unit includes nearly 4,000 MW of primarily coal-fired
generation capacity in Ohio which is dedicated under the ESP
through December 31, 201 1. These assets also generate revenues
through sales outside the ESP load customer base if circumstances
arise that result in availability of excess capacity, Additionally, this
reporting unit has approximately 3,600 MW of gas-fired generation
capacity in Ohio, Pennsylvania, lllinois and Indiana which provides
generation to unregulated energy markets in the Midwest. The
businesses within Commercial Power's non-regulated Midwest
generation reparting unit operate in market structures that are, for the
most part, unregulated and allow for customer cheoice among
suppliers. As a result, the operations within this.reporting unit are
subjected to competitive pressures that do not exist in any of Duke
Energy’s regulated jurisdictions.

Commercial Power's other businesses, including the renewable
generation assets, are in a separate reporting unit for goodwili
impairment testing purposes. No impairment exists with respect to
Commercial Power's renewable generation asses.

The fair value of Commercial Power's non-regulated Midwest
generation reporting unit is impacted by a multitude of factors,
including current and forecasted customer demand, forecasted power
and commodity prices, uncertainty of environmental costs,
competition, the cost of capital, valuation of peer companies and
regulatory and legislative developments. Management's assumptions
and views of these factors continually evolve, and certain views and
assumptions used in determining the fair value of the reporting unit in
the 2010 interim impaiment test changed significantly from those
used in the 2009 annual impairment test. These factors had a
significant impact on the vatuation of Commercial Power's
non-reguiated Midwest generation reporting unit. More specifically,
the following factors significantly impacted management’s valuation
of the reporting unit:

« Sustained lower forward power prices — Ohio, Duke Energy -
provides power to retail customers under the ESP, which
utilizes rates approved by the PUCO through 2011. These
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rates are curfently above market prices for generation services,
resulting in customers switching to ather generation providers.
Duke Energy Ohio will reset its Standard Service Offer for retail
load customers for generation effective January 1, 2012.
Given forward power prices, which have declined from the
time of the 2009 impairment, it is likely that the generation
margin eamed in 2012-2015 will be iower than present
levels,

* Potentially more stringent environmental regulations from the
U.S. EPA — In May and July of 2010, the EPA issued
proposed rules assoclated with the regulation of CCRs to
address risks from the disposal of CCRs {e.g., ash ponds) and
1o limit the interstate transport of emissions of NO, and SO..
These proposed regulations, along with other pending EPA
regulations, could result in significant expenditures for coal
fired generation plants, and could result in the early retirement
of certain generation assets, which do not currently have
control equipment for NG, and S05, as soon as 2015,

= Customer switching — ESP customers have increasingly
selected alternative generation service providers, as allowed by
Chio legislation, which further erodes margins on sales, In the
second quarter of 2010, Duke Energy Ohio's residential class
became the target of an intense marketing campaign offering
significant discounts to residential customers that switch to
alternate power suppliers. Customer switching levels were at
approximately 55% at June 30, 2010 compared to
approximately 29% in the third quarter of 2009,

As a result of the factors above, a non-cash goodwill impairment
charge of $500 million was recorded during the second quarter of
2010. This impairment charge represented the entire remaining
goodwill balance for Commercial Power's non-regulated Midwest
generation reporting unit. In addition to the goodwill impairment
charge, and as a resuit of factors similar to those described above,
Commercial Power recorded $160 million:of pre-tax impaiment
charges refated to cerain generating assets and emnission allowances
primarily associated with these generation assets in the Midwest 1o
write-down the value of these assets to their estimated fair value, The
generation assets that were subject to this impairment charge were
thase coal-fired generating assets that do not have certain
environmental emissions control equipment, causing these
generation assets to be heavily impacted by the EPA's proposed rules
on emissions of NO, and $0,. These impainment charges are
recorded in Goodwill and Other Impairment Charges on Duke
Energy’s Consolidated Staterment of Operations.

During 20089, in connection with the annual goodwill
impairment test, Duke Energy recorded an approximate $371 milfion
impairment charge to write-down the carrying value of Commercial
Power's non-regulated Midwest generation reporting unit to its
implied fair value. Additionally, in 2009 and as a result of factors
sirnilar to thase described above, Commercial Power recorded $42
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million of pre-tax impairment charges related to certain generating
assets in the Midwest to write-down the value of these assets to their
estimated fair value. These impairment charges are recorded in
Goodwill and Other Impairment Charges on Duke Energy’s
Consolidated Statement of Operations. As management is not aware
of any recent market transactions for comparable: assets with
sufficient ransparency to develop a market apprdach fair value, Duke
Energy relied heavity on the income approach o estimate the fair
vaiue of the impaired assets.

The fair value of Commercial Power's non-regulated Micdwest
generation reparting unit in 2009 was impacted by a multitude of
factors, including current and forecasted customer demand, current
and forecasted pewer and commodity prices, impact of the economy
on discourt rates, valuation of peer companies, competition, and
regulatory and legislative developments. These factors had a
significant impact on the risk-adjusted discount rate and other inputs
used to value the non-reguiated Midwest generation reporting unit.
More specfically, as of August 31, 2009, the following factors
significantly impacted management’s valuation of the reporfing unit
that consequently resulted in an approximate $371 million non-cash
goodwill impairment charge during the third quarter of 2009:

« Decfine in load (efectricity demand) forecast — As a result of
lower demand due to the continuing economic recession,
forecasts evolved throughout 2009 that indicate that lower
demand levels may persist longer than previously anticipated.
The potential for prolonged suppressed sales growth, lower
sales volume forecasts and greater uncertainty with respect to
sales volume forecasts had a significant irpact to the
valuation of this reporting unit.

* Depressed market power prices — Low naturat gas and coal
prices have put downward pressure an market prices for
power. As the economic recession continued throughout
2009, demand for power remained low and market prices
were at lower levels than previously forecasted. in Ohio, Duke
Energy provides power to retail customers under the ESP,
which utilizes rates approved by the PUCD tiwough 2011.
These rates are currertly abxwve market prices for generation
services. The cument low levels of market, prices impact price
forecasts and places uncerainty over the pricing of power after
the expiration of the ESP at the end of 201 1. Additionally,
customers have recently begun to select alternative energy
generation service providers, as atowexd by Ohia legisiation,
which further erodes margins on sales.

= Carbon legislation/regulation devefopments — On June 26,
2009, the U.S. House of Representatives passed The
American Clean Energy and Security Act of 2009 (ACES) o
encourage the development of clean energy sources and
reduce greenhouse gas emissions. The ACES would create an
economy-wide cap and trade program for large sources of
greenhouse gas emissions. In September 2009, the U.S.
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Senate made significant progress toward their own version of
climate legislation and, also in 2009, the EPA began actiors
that couid lead to its regulation of greenhouse gas emissions
absent carbon legislation. Climate legislation has the potential
to significantly increase the costs of coal and other carbon-
intensive electricity generation throughout the U.S., which
could impact the vatue of the coal fired generating plants,
particularly in nor-regulated environments.

The fair values of Cornmercial Power's non-regulated Midwest
generation reporting unit and generating assets for which
impairments were recorded were determined using significant
uncbservable inputs (i.e., Level 3 inputs) as defined by the
accounting guidance for fair value measurements.

Duke Energy completed its annual goodwill impairment test for
all reperting units as of August 31, 2010, and determined that no
additional impairments exist.

Duke Energy Ohio.

In the second quarter of 2010, based on circumstances
discussed above for Duke Energy, management determined that is
was more likely than not that the fair value of Duke Energy Ohic's
non-regulated Midwest generation reporting unit was less than its
carrying value. Accerdingly, Duke Energy Ohio also impaired its entire
goodwill balance of $461 million related to this reporting unit during
the second guarter of 2010. Also, as discussed above, Duke Energy
Ohio recorced $160 miliion of pre-tax impairment charges related o
certain generating assets and emission allowances primarily
associated with these generation assets in the Midwest to write-clown
the value of these assets to their estimated fair value.

In the second quarter of 2010, goodwill for Ohio Transmission
and Distribution {Chio T&D} was also analyzed. The fair value of the
Ohio T&D reporting unit is impacted by a multitude of factors,
including current and forecasted customer demand, discount rates,
valuation of peer companies, and regulatory and legisiative
developments. Management pericdically updates the load forecasts to
reflect current trends and expectations based on the current
environment and future assumptions. The spring and summer 2010
load forecast indicated that load will not return to 2007 weather-
normalized levels for several more years. Based on the results of the
second quarter 2010 impairment analysis, the fair value of the Ohig
T&D reporting Lnit was $216 million below its book value at Duke
Energy Ohio and $40 million higher than its book value at Duke
Energy. Accordingly, this goodwill impairment charge was only
recorded by Duke Energy Ohio.

The fair value of Duke Energy Ohio's Ohio T&D reporting unit for
which an impairment was recorded was determined using significant
unobservable inputs (i.e., Level 3 inputs) as defined by the
accounting guidance for fair value measurements.
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For the same reasons discussed above, during 2009, in
connection with the annual goodwill impairment test, Duke Energy +
Ohio recorded an approximate $727 million goodwill impaiment
charge to write-down the carrying value of Duke Enesgy Ohio's
non-regulated Midwest generation reporting unit {0 its implied fair
value. Additionally, in 2009 and as a result of factors similar to those
described above, Duke Energy Ohio recorded $42 million of pre-tax
impairment charges related to certain non-reguleted generating assets
in the Midwest to write-down the value of these assets to their
estimated fair value.

As management is not aware of any recent market transactions
for comparable assets with sufficient transparency to develop a
market approach fair vatue, Duke Energy Ohio relied heavily on the
income approach to estimate the fair value of the impaired assets.

Al of the above impairment charges are recorded in Goodwill
and Other Impairment Charges on Dule Energy Ohic’s Consolidated
Staternents of Operations.

Duke Energy Ohio completed its annual goodwill impairment
test for all reporting units as of August 31, 2010, and determined
that no additional impairments exist.

Intangibles.

The camying amount and accumirated amortization of
intangible assets as of December 31, 2010 and 2009 are as follows:

December 31, 2010
Duke Energy Duke Energy
(in millions) Duke Energy Ohio indlana
Emission allowarnces $175 - $125 $49
Gas, coal and power contracts 295 2n 24
Wind development rights 119 - —
Other 71 9 —
Total gross canrying
amount 660 405 73
Accumulated amortization —
gas, coal and power
contracts (151 (148) 9
Accumulated amortization —
wind development rights (5) - —
Accumulated amortization —
other {31) 9) -
Totat accumulated
amortization {193) (157) {9}
Total intangible assets, net $ 467 $ 248 $64
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Decernber 31, 2009

December 31, 2009
Duke Energy  Duke Energy Duke Energy  Duke Energy
(in millions) Duke Energy Ohig Indiana (in millions) Duke Energy " QOhlo indlana
Emisslon allowances - %274 $ 151 $ 82  Gross camying value at
Gas, coal anc power beginning of period $ 300 $239 $59
contracts 296 271 24 Purchases of emission
Wind development rights 127 — — allowances 93 25 68
Other 66 9 —  Sales and consumption of
Total gross carrying emission allowancesHb (120} (72) (45)
amount 763 471 106  Oterchanges 1 -
Gross carrying value at end of
Accumulated .
amortization — gas, period $ 274 $191 $ 82
coal and power {a} Canying vakie of emission allowances are recognized via a charge to &xpense when
contracts (140) (132) @8) consumed. .
Accumulated {b) SeeNmeoradmmnnofgamardhmgnsaBofmonalbwmmw
o ) 1.5, Franchised Electric and Gas and Commercial Power.
amortization — wind
development rights (2) - — L .
Accumuiated Amortization expense for gas, coal and power contracts, wind
amortization — other (28) 7 —  development rights and other intangible assets for the years ended
Total accumulated December 31, 2010, 2009 and 2008 was:
amartization (170) (139 (8}
net $ 593 $ 332 $ 98  Duke Energy $24 $25 $27
- Duke Energy Ohio 20 23 22
Emission allowances in the tables above include emission Duke Energy ndiana 1 ! !

allowances acquired by Duke Energy as part of its merger with
Cinergy, which were recorded at the then fair value on the date of the
merger in April 2006, and emission allowances purchased by Duke
Energy. Additionally, Duke Energy is allocated centain zero cost
ernission allowances on an annual basis.

The change in the gross carrying value of emission aflowances
during the years ended December 31, 2010 and 2009 are as
follows:

December 31, 2010
Duke Energy Duke Energy

(in millions) Duke Energy Chio Indiana
Gross camrying value at

beginning of period $274 $191 $82
Purchases of emission

allowances 14 12 1
Sales and consumption of

emission allowanceséito {66) (31 (34)
Impairment of emission

allowances @an 47 -
Other changes — — —
Gross carrying value at end of

period $175 $125 $ 45

The table below shows the expected amortization expense for
the next five years for intangible assets as of Decemnber 31, 2010.
The expected amortization expense includes estimates of emission
aliowances consumption and estimates of consumption of
commodities such as gas and coal under existing contracts, as well
as estimated amortization refated to the wind development projects
acquired from Catamount. The amortization amounts discussed
below are estimates and actual amounts may differ from these
estimates due to such factors as changes in consurption pattems,
sales or impairments of emission allowances or cther intangible
assets, delays in the in-service dates of wind assets, additional

intangible acquisitions and other events.

Amortization Expense

{in millions) 2011 2012 2013 2014 2015
Duke Energy $86  $27 324 %21 $87
Duke Energy Ohip 3t 22 19 16 81
Duke Energy Indiana 51 1 1 1 1

As discussed in Note 3, Duke Energy completed the acquisition
of Catamount in Septernber 2008, resulting in the recognition of
$117 million of intangible assets related to wind farm development
rights. Of this amount, a portion of the intangible asset value was
assigned to projects that Duke Energy disposed of through sale during
the year ended December 31, 2009, The intangible assets recorded
in connection with the Catamount acquisition primarily represent land
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use rights and interconnection agreements acquired by Duke Energy
as part of the purchase price. Since these intangible assets relate to
development projects for which final decisions related to corstruction
and operation have not been made, Duke Energy will continue to
evaluate the carrying value of these intangible assets for recovery. In
any period in which a final decision has been made o not pursue
construction and operation of a specific development project, the
carrying value of intangible assets assigned to the related project will
be charged to expense. For projects that are approved for construction
and operation, amortization of the intangible asset value assigned to
each af these projects will not begin until commercial operation is
achieved, Duke Energy will evaluate the useful lives of these
intangible assets as the projects begin commercial operations, which
is anticipated to be in the years 2011 through 2016. Duke Energy
currently estimates the useful lives of these projects, once in
commercial operation, will be the shorter of the lease term of the land
or the estimated lives of the projects, which is approximately 25
years,

In connection with the merger with Cinergy in April 2006, Duke
Energy Ohio recorded an intangible liability of $113 million
associated with the RSP, which was recognized in earnings over the
regutatory peried that ended on December 31, 2008. Duke Energy
Ohio aiso recorded $56 million of intangible liahilities associated with
other power sale contracts in connection with its merger with Cinergy.
The carrying amount of these intangible liabilities associated with
other power sale contracts was $4 million and $10 million at
December 31, 2010 and 2008, respectively. During the years ended
December 31, 2010, 2009 and 2008, Duke Energy Ohio amortized
$6 million, $6 million and $73 million, respectively, to income
related to these intangible liabilities, The remaining halance of $4
million will be amortized o income in 2011. Intangible liabilities are
classified as Other within Deferred Credits and Other Liabilities on the
Consolidated Balance Sheets.

2008 Impairment of Emission Allowances. On July 11, 2008,
the U.S. Court of Appeals for the District of Colurnbia issued a
decision vacating the CAIR. Subsequently, in December 2008, a
federal appeals court reinstated the CAIR while the EPA develops a
new clean air program. See Note 5 for additional information on the
CAIR. However, as a result of the July 11, 2008 dedision temporarily
vacating the CAIR, there were sharp declines in market prices of SO,
and NO, allowances in the third quarter of 2008 due to uncertainty
associated with future federal requirements to reduce ernissions.
Accordingly, Duke Energy and Duke Energy Ohio evaluated the
carrying vatue of emission allowances held by its regulated and
unregulated businesses for impairment during the third quarter of
2008.

At the time of its temporary repeal, the CAIR required 50%
reductions in SO, emissions beginning in 2010 and further 30%
reductions in SO, emissions in 2015 beyond specified requirerments,
These reductions were to be achieved by requiring the surrender of
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S0, allowances in a rafio of two allowances per ton of SO, emitted
beginning in 2010, up from a cument one-to-one ratio, escalating to
2.86 allowances per ton of SO, emitted beginning in 2015. Taking
into acoaunt these increases in ernission allowanice requirermnents
under CAIR, Commercial Power's forecasted SO, emissions needed
through 2037 exceeded the number of emission allowances held
prior to the vacating of the CAIR. Subsequertt to the temporary
decision to vacate CAIR, Commercial Power detarmined that it had
S0, allowances in excess of forecasted emissions and those
allowances held in excess of forecasted emissions from future
generation required an impairment evaluation. In performing the
impairment evaluation for SO, allowances at September 30, 2008,
management compared quoted market prices for each vintage year
allowance to the carrying value of the related allowances in excess of
forecasted emissions through 2038. Due to the sharp decling in
market prices of SO, atlowances, as discussed above, Commercial
Power recorded pre-tax impairment charges of $77 million related 1o
forecasted excess SO, allowances held at September 30, 2008,
Additionally, Commercial Power recorded pre-tax impairment charges
of $5 million related to annual NO, allowances during the third
quarter of 2008 as these were also affected by the decision to vacate
the CAIR. These impairment charges are recorded in Goodwill and
Other Impairment Charges within Operating Expenses on the
Consaiidated Statements of Operations. The fair values of Duke
Energy and Duke Energy Chio’s emission allowances for which
impairments were recorded were determined using significant
unobservable inputs (i.e., Level 3 inputs) as defined by the
accounting guidance for fair value measurements.

Additionally, U.S. Franchised Electric and Gas has emission
allowances and certain commitments to purchase emission
allowances that, based on management's best estimate at
September 30, 2008, resulted in a quantity of emission allowances
in excess of the amounts projected to be utilized for operations. The
exoess emission allowances include forward confracts to purchase
50, allowances to cover forecasted shortfalls in emission allowances
necessary for operations that were entered into prior to the July 11,
2008 CAIR decision. Prior to the femporary vacating of the CAIR,
these forward corracts, which primarily settled in the fourth Guarter
of 2008 or in 2009, qualified for the NPNS exception within the
accounting rules for derivatives. However, since certain of these
forward cortracts would no longer be considered probable of use in
the normal course of operations due to the exoess over forecasted
needs, in September 2008, U.S. Franchised Electric and Gas
determined that these contracts no longer qualified for the NPNS
exception. At the time this determination was made, the fair value of
the contracts was a liability of $34 million. Since U.S. Franchised
Electric and Gas anticipates reguiatory recovery of the cost of these
ermission allowances in normal course, a coresponding regulatory
asset was recorded on the Consolidated Balance Sheets. These
forward contracts have continued 1o be marked-to-market, with an
offset to the regulatory asset balance, until ulimate settiement.
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As a result of the reinstatement of the CAIR in December 2008,
as discussed above, all emission allowances and certain
commitments to purchase emission allowances held by U.S.
Franchised Electric and Gas and Commercial Power are anticipated
to be utilized for future emission allowance reguirements under the
CAIR, unless the EPA develeps a new clean air program that changes
the existing requirements under the CAIR. Refer to Note 4 for further
information.

Other Impaimments.

As discussed in Note 4, in 2010, Duke Energy Indiana
recerded a pre-tax charge to eamings of $44 million related to the
Edwardsport IGCC plant that is currently under construction.

13. INVESTMENTS IN UNCONSOLIDATED AFFILIATES
AND RELATED PARTY TRANSACTIONS

Duke Energy

Investments in domestic and international affiliates that are not
controlled by Duke Energy, but over which it has significant
influence, are accounted for using the equity method. Significant
investments in affiliates accountead for under the equity method are as
follows: :

Commercial Power.

As of December 31, 2010 and 2009, investments accounted
for under the equity method primarily consist of Duke Energy's
approximate 0% ownership inferest in the five Swestwater projects
(Phase V), which are wind power assets located in Texas that were
acquired as par of the acquisition of Catamount, which is further
described in Note 3,

Intemationat Energy.

As of both December 31, 2010 and 2009, investments
accounted for under the equity method primarily include a 25%
indirect interest in NMC, which owns and operates a methanol and
MTBE business in Jubail, Saudi Arabia. As of December 31, 2010
and 20089, Duke Energy's whoily-owned subsidiary, CGP Global
Greece Holdings S.A. (CGP Greece) has as its only asset the 25%
indirect interest in Attiki, and its only third-party liability Is a debt
obligation that is secured by the 25% indirect interest in Attiki. The
debt obligation is also secured by Duke Energy's indirect wholly-
owned interest in CGP Greece and is otherwise non-recourse to Duke
Energy. This debt obligation of $66 million and $71 million as of
December 31, 2010 and 2009, respectively, is reflected in Cument
Maturities of Long-Term Debt on Duke Energy's Consolidated
Balance Sheets. As of December 31, 201G and 2009, Duke
Energy’s investment balance in Attiki was $66 million and $71
million, respectively, reflecting an $18 million impairment charge
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recognized in the fourth quarter of 2009 10 reduce the camying
amount of the investment to its estimated fair value.

In November 2009, CGP Greece failed fo make a scheduled
semi-annual instaliment payment of principal and interest on the debt
and in December 2009, Puke Energy decided to abandon its
investment in Attiki and the related non-recourse debt. The decision
0 abandon Aitiki was made in part due to the non-strategic nature of
the investment. In January 2010 the counterparty to the delit issued
a Natice of Event of Default, asserting its rights to exercise CGP
Greece's voting rights in and receive CGP Greece's share of dividends
paid by Attiki.

During 2010, the counterparty to the debt gommenced a
process with the joint venture parties to find a buyer for CGP Greece's
25% indirect interest in Attiki. Effective in January 2010, Duke
Energy no longer accounts for Attiki under the equity method, and the
investment balance remaining on Attiki was transferred to Other
within Assets on the Consclidated Balance Sheet as Duke Energy
retains legal ownership of the investment.

Other.

As of December 31, 2010 and 2009, investments accounted
for under the equity method primarily include telecommunications
investments.

As discussed in Note 3, in December 2010, Duke Energy
completed the previously announced agreement with Alinda to sell 2
50% ownership interest in DukeNet. As a result of the disposition
transaction, DukeNet and Alinda are equal 50% owners in the new
joint venture. Subsequent to the closing 1o the DukeNet disposition
transaction, effective on December 21, 2010, DukeNet is na longer
consolidated into Duke Energy's consolidated financial statements
and is accourtted for by Duke Energy as an equity method
investment.

On December 2, 2010, Duke Energy completed the sate of its
30% equity investment in G-Comm to Windstream Com.
{Windstream). The sale resulted in $165 million in net proceeds,
including $87 million of Windstream comimon shares and a $109
million pre-tax gain recorded in Gains (Losses) on Sales and
Impairments of Unconsolidated Affiliates on the Consolidated
Staternents of Operations.

Additionally, Other included Duke Energy’s effective 50%
interest in Crescent which, as discussed further helow, has a camying
value of zero, As discussed in Note 2, Crescent emerged from
bankruptcy in June 2010 and following the bankruptey proceeding,
Duke Energy no longer has any ownership interest in Crescent.

In connection with the renegotiation of its debt agreements in
June 2008, Crescent management modified its existing business
strategy to focus some of its efforts on producing near-term cash flows
from its norrsivategic real estate projects in order to improve liquidity.
As a result of its revised business strategy to accelerate certain cash
flows resulting from the June 2008 amendments o its debt
agreements, Crescent updated its recoverability assessments for fis
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real estate projects as required under the accounting guidance for
asset impairments. Under the accounting guidance for asset
impairments, the carrying amount of a Iong}lived asset is not
recoverable if it exceeds the sum of the undiscounted cash flows
expected to result from the use and eventual disposition of the asset.
For certain of Crescent's non-strategic assets, it was determined that
some projects’ projected undiscounted cash flows did not exceed the
carrying value of the projects based on the revised business strategy
assumptions, and an impairment loss was recorded equal o the
amount by which the carrying amount of each impaired project
excesded its estimated fair value. The methods for determining fair
value included discounted cash flow models, as well as valuing
certain properties based on recent offer prices for bulk-sale
transactions and other price data for similar assets. During the year
ended Decemnber 31, 2008, Crescent recorded impairment charges
on certain of its property holdings, primarily in its residential division,
of which Duke Energy's proportionate pre-tax share was $238
million. Duke Energy's praportionate share of these impaiment
charges are recorded in Equity in Earnings (Losses) of
Unconsolidated Affiliates in Duke Energy's Consolidated Statements
of Operations.

As a result of the impairment charges recorded during the year
ended December 31, 2008, the carrying value of Duke Energy's
investment in Crescent was reduced to zero. Accordingly, Duke
Energy discontinued applying the equity method of accounting to its

Investments in Equity Method Unconsolidated Affiliates

investment in Crescent during the year ended Degember 31, 2008
and did not record its proportionate share of any Crescent eamings or
losses in subsequertt periods.

See Note 7 for a discussion of charges recorded in 2009 related
to performance guarantees issued by Duke Energy on behaf of
Crescent. Crescent filed Chapter 11 petitions in a-U.S. Bankmuptcy
Court in June 2009.

As of December 31, 2010 and 2009, the carrying amount of
investments in affiliates with camying amounts greater than 2ero
approximated the amount of underlying equity in net assets,

impaimments.

During the years ended December 31, 2010, 2009 and 2008,
Duke Energy recorded pre-tax impairment charges to the camying
value of investments in unconsolidated affiliates of $11 million, $21
million and $9 millicn, respectively. Approximately $18 million of the
impairment change recorded during the year ended Decernber 31,
2009 relates to Intematicnal Energy’s investment in Attiki, (discussed
above). These impairment charges, which were recorded in Gains
{Losses) on Sales and Impairments of Unconsolidated Affiliates on
the Consolidated Staterments of Operations, were recorded as a result
of Duke Energy concluding that it would nat be able to recover its
carmying value in these investments, thus the carrying value of these
investments were written down to their estimated fair value.

Asof: .
December 31, 2010 Decamber 31, 2009
(in millions) Domestic  Intemational Total  Domestic :Intemational  Total
U.S. Franchised Electric and Gas $ 5 $— §$ 5 $ 4 $— $ 4
Commercial Power 174 1 175 198 - 198
International Energy®® —_ 83 83 - 153 1563
Otherid} 173 8 181 71 10 81
$352 $92 3444 $273 $163 3436

(a} As discussed above, in 2010, International Erergy’s Attiki investment is no longer accaunted for under the equity method. Also, in 2009, International Energy recosded an $18 million

pre-tax impairment to write-down the valug of its Atiki investment to fair value.

(b} As ciscussed above, Other includes a 50% interest in DukeNet of $137 million &s of Decernber 31, 2010,

Equity in Eamings {Losses) of Equity Method Linconsclidated Affiliates

For the Years Ended:
December 31, 2010 December 31, 2009 December 31, 2008
(in millions) Domestic Intemational Total®  Domestic Intemational Total® Domestic - International  Totale
U.S. Franchised Electric and Gas $— $ — & — $(10) $— 300 $ (16) $ — %06
Commercial Power 7 — 7 — 7 16 —_— 16
International Energy — 102 102 — 72 72 — 127 127
Other® 5 2 — 1 1 (230) 1 (229)
$12 $104 $116 $ (3 $73 %70 $(230) - $128 $(102)

(@} Duke Energy’s share of net eamings from these unconsolidated affiliates is reflected in the Cansalidated Statements of Operations as Equity in Earnings {Losses) of Unconsolidated

Affiliates.

(&) Amounts for the year ended December 31, 2008 ncluce Duke Energy's proportionate share of impairment charges recorded by Cresosnt of $238 million pre-tax.
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During the years ended December 31, 2010, 2009 and 2008,
Duke Energy received distributions from equity investments of $111
million, $83 mitlion and $19% million, respectively, which are
included in Other assets within Cash Flows from Operating Activities
on the Consolidated Statements of Cash Flows.

Summarized Combined Financial Information of Equity Method
Unconsolidated Affiliates

As of December 31,
{in millicns) 2010 2009
Balance Shest
Current assets $ 413 51,154
Naon-current assets ‘ 1,599 2,353
Current liabilities {242) {920)
Non-current liabilities {145} (744)
Net assets $1,625 $1,843
For the Years Ended
December 31,
{in millions} 2010 2009 2008
Income Statement
Operating revenues $1,385 $1509 $2,683
Qperating expenses 924 1,252 2,407
Net income 430 257 58
Other Investments.

Commercial Power had an interest in SHGP, which is a
cogeneration facility containing three combustion turbines in Texas
City, Texas. Although Duke Energy owned a significant portion of
SHGP, it was not consolidated as Duke Energy did not hold a
majority voting control or have the ability to exercise control over
SHGP, nor was Duke Energy the primary beneficiary. In the fourth
quarter of 2008, Duke Energy finalized an asset swap agreement
with the other joint venture owner of SHGP, which gave Duke Energy
the option to receive either wind assets of a cash settiernent, both of
which had a value of $180 million and which approximated the
carrying value of Duke Energy's investment in SHGP.

Effective with the finalization of the asset swap agreement in

December 2008, Duke Energy tumed over of the operations of SHGP '

1o its equity partner, and Duke Energy's 50% common equity interest
in SHGP was converted to a preferred equity interest, which is
considered a cost method investment. Commencing on the tumover
date and continuing until either the wind asset was transferred to
Duke Energy or uitimate cash settlement, Duke Energy received a
fixed monthly payment in lieu of the economic benefit it would have
otherwise received as a common equity member of SHGP. This
payment was intended to compensate Duke Energy for normal
distributions that it would otherwise be entitied to as an equity owner
of SHGP; hawever, this payment was not econamically linked to the
actual earnings and operating results of SHGP.

DUKE ENERGY CORPORATION / 2010 FORM 10-K 166

Duke Energy exercised the cash settiement option and received
total cash proceeds of $184 million in December 2010. This
transaction did not resuit in a significant gain.

Advance SC LLC, which provides funding for economic
developrment projects, educational initiatives, and. other programs,
was formed during 2004, U.S. Franchised Electric and Gas made
donations of $1 millien, $11 million and $11 million to the
unconsolidated subsidiary during the years ended December 31,
2010, 2009 and 2008, respectively. Additionally, at December 31,
2010 and 2009, U.S. Franchised Electric and Gas had a trade
payable to Advance SC LLC of $3 million and $1 million,
respectively.

In early 2008, Duke Energy began discussions with Crescent to
purchase certain parcels of land in North Carolina and South Cardlina
that potentiatly have strategic value to Duke Energy's regulated
operations in those states. During the second quarter of 2008, Duke
Energy had independent third party appraisats performed for each
parcel of land in order to assist in the determination of a potentiat
purchase price. In June 2008, Duke Energy acquired approximately
12,700 acres of land for a purchase price of $51 million. Crescent
recorded a gain on the sale, Since Duke Energy was a joint venture
owner in Crescent at the time, its proportionate share of the gain was
eliminated and instead recorded as a reduction in the carrying
amount of the purchased real estate.

Summary Condensed Financial information

Itemn 4-08(g) of Regulation S-X requires the presentation of
summarized financial information for individual equity method
investrnents that meet certain quantitative threshiids.

As discussed in Note 2, since Crescent emerged from
bankruptey in June 2010, Duke Energy no longer has any ownesship
interest in Creseent, Summarized financial information for Crescent
has not been presented for the vear ended December 31, 2009
since, as discussed above, Duke Energy suspended applying the
equity method of acoounting to its investment in Crescent in e third
quarter of 2008 as its investment in Crescent had been written down
10 zero, Accordingly, there were ne amounts related to the operations
of Crescent inclutied in the Consolidated Staterments of Gperations for
the years ended December 31, 2010 and 2009: Summarized
financial information for Crescent for the year ended December 31,
2008 is as follows:

: Year Encled
{in mnillions} © December 31, 2008
Operating reventes $ 407
Operating expenses ‘ $ 754
Operating income $ (347
Net income® \ $  {420)

(3} 2008 net income includes the gain recorded by Crasoent ori the sale of land to Duke
Energy that was eliminated by Duke Energy, as distussed fudher above,




PART |I

DUKE ENERGY CORPORATION * DUKE ENERGY CAROLINAS, LLC * DUKE ENERGY OHIO, INC. ¢ DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

{in miltions) . December 31, 2008

Current assets ‘ $ 77

Nor-current assets : $ 1,685

Current liabilities $ 471

Non-current liabilities $ 1341

Noncontrolling interest $ {1}
Duke Energy Carolinas

Duke Energy Carolinas engages in related party transactions,
which are generally performed at cost and in acoordance with the
appiicable state and federal commission regulations. Balances due to
or due from related parties included in the Consolidated Balance
Sheets as of December 31, 2010 and 2002 are as follows:

Assets/{Liabilities)

Decernber 31,  December 31,
{in millions) 2010@ 2009
Current assets® $ 293 $ 149
Non-current assetst 104 34
Current fiabititiest (195) (177)
Non-current lighilities®e (93} (16}
Net deferred tax liabilities® (3,906) (3,025}

{a) Balances exclude assets or liabilities associated with accrued pension and other post-
retirement benefits and money pool arangements as discussed below.

i) O the balance at December 31, 2010, $90 million is classified as Receivables and
$203 million Is classified as Other within Cumrent Assets on the Consolidated Balance
Sheets. The balance at December 31, 2009 is classified as Other within Cument
Assets on the Consolidated Balance Sheets,

(©) The balances at December 31, 2010 and Decernber 31, 2009 are classified as Cther
within Investments and Other Assets on the Consolidated Balance Sheets.

(4} The balance at December 31, 2010 is classified a§ Accounts payable on the
Consolidated Balance Sheets. Of the baiance at Degesnber 31, 2009, $(170) million
is classified as Accounts payable and ${7) million & classified as Taxes accrued on the
Consolidated Balance Sheets. :

(e} The balances at December 31, 2010 and December 31, 2009 are classified as Other
within Deferred Credits and Other Uahilities on the Consolidated Balance Sheets,

() Of the balance at December 31, 2010, $(3,988) million is classified as Deferred
income taxes and $82 million Js classified as Other within Current Assets on the
Consolidated Balance Sheets. Of the balance at December 33, 2009, $(3,087) million
is classified as Deferred income taxes and $62 million is classified as Other within
Current Assets on the Consolidated Balance Sheets.

Duke Energy Carolinas is charged its progortionate share of
corporate gavernance and other costs by an unconsolidated affiliate
that is a consolidated affiliate of Duke Energy. Corporate governance
and other shared services costs are primarily related to human
resources, employee henefits, legal and accounting fees, as well as
other third party costs. During the years ended December 31, 2010,
2009 and 2008, Duke Energy Carolinas fecorded governance and
shared services expenses of $1,016 million, $825 million and $803
million, respectively. The increase in 2010 as compared to 2009 is
primarily attributable to the 2010 voluntary opportunity plan
discussed further in Note 19, These amounts are recorded in
Operation, Maintenance and Other within Operating Expenses on the
Consolidated Statements of Operations.

Duke Energy Carolinas incurs expenses related to certain
indemnification coverages through Bison, Duke Energy’s whotly-

owned captive insurance subsidiary. These amounts were $25
million, $28 million and $29 million for the years ended

December 31, 2010, 2009 and 2008, respectively and are recorded
in Operation, Maintenance and Other within Operating Expenses on
the Consolidated Statements of Operations. Additionally, Duke Energy
Carolinas records income associated with the rental of office space to
a consolidated affiliate of Duke Energy, as well as its proportionate
share of certain charged expenses from affiliates of Duke Energy.
Rental incorne and other charged expenses, net were $3 million,
$22 million and $15 million for the years ended December 31,
2010, 2009 and 2008, respectively.

As discussed further in Note 21, Duke Energy Carolinas
participates in Duke Energy’s qualified pension plan, non-qualified
pension plan and other post-retirement benefit plans and is allocated
its proportionate share of expenses associated with these plans.
Beginning December 31, 2010, Duke Energy Carolinas was
allocated accrued pension and other pest-retirerient benefit
obligations of $252 million. This amount has been classified in the
Consolidated Balance Shests as follows:

December 31,  December 31,

{in millions) 2010 2009
Other current liabilities $ 10 $—
Accrued pension and other post-

retirement benefit costs 242 —_—

As discussed further in Note 6, Duke Energy Carolinas
participates in a money pool arrangement with Duke Energy and
other Duke Energy subsidiaries. Interest income associated with
money pool activity, which is recorded in Other Income angd
Expenses, net on the Consolidated Statemerts of Operations, was $1
million for the year ended December 31, 2010 and insignificant for
each of the years ended December 31, 2009 and 2008, Interest
expense associated with money pool activity, which is recorded in
Interest Expense on the Consolidated Statements of Operations, was
$1 million, $3 million and $4 million for each of the years ended
December 31, 2010, 2009 and 2008, respectively.

During the year ended Decernber 31, 2010, Duke Energy
Caroiinas paid $350 million in dividends o its parent, Duke Energy.
During the year ended December 31, 2010, Duke Energy
Carolinas received a $146 million allocation of net pension and other

post-retirernent benefit assets from its parent, Duke Energy. During
the year ended December 31, 2009, Duke Energy Carclinas received
$250 miilfion in capital contributions from its parent, Duke Energy.
Additionally, during the year ended December 31, 2009, Duke
Energy Carolinas recorded an approximate $3 miliion increase in
Member's Equity as a result of forgiveness of an advance by its
parent, Duke Energy.

Duke Energy Ohio

Duke Energy Ohio engages in related party transactions, which
are generally performmext at cost and in accordance with the applicable
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state and federal commission regulations. Balances due to or due
from related parties included in the Consolidated Balance Sheets as
of December 31, 2010 and December 31, 2009 are as follows:

Assets/(Liabilities)

December 31, December 31,
{in millions} . 2010w 20004
Current asselso $ 82 $ 31
Non-current assetsf) 15 26
Current liabilitiest ' (86) (200)
Non-current liabilitieste (42) 2)
Net deferred tax liabilitiest® (1,579) {1,535)

(@) Balanoes exclude assets or liabilities associated with zccrued persion and oiner post-
retirement benefits, Cinergy Receivables and money pool arrangements as discussed
below.

(o) Of the balance at Decernber 31, 2010, $24 milion is classified as Receivables and
$58 million is classified as Other within Current Assets on the Consolidated Balance
Sheets. Of the balance at December 31, 2009, $20:million i classified as Receivatbles
and $11 million is classified as Other within Current Assets on the Consolidated
Balance Sheets,

) The belances at Decernber 31, 2010 and December 31, 2009 are ciassified as Other
within Investments and Other Assets on the Consolidated Balance Sheets.

{d) Of the balance at December 31, 2010, $(83) million is classified as Accounts payable
and $(3) million is classified as Other within Current Liabilities on the Consolidated
Balance Sheets. Of the balance at December 31, 2009, $(191) million is classified as
Accounts payable and $(9) million is classified as Other within Curent Liabiities on
the Consolidated Balence Sheets.

(e} The baiances at December 31, 2010 and December 31, 2009, are classified as Gther
within Deferred Credits and Cther Liabilities on the Consolidated Balance Sheets.

{f) Ofthe balance at December 31, 2010, $(1,588) million is classified as Deferred
income taxes and $9 million is classified as Other within Current Assets on the
Consolidated Balance Sheets. The balance at December 31, 2009 is classified as
Deferred income: taxes on the Consolidated Balance Sheets.

Duke Energy Ohio is charged its propartionate share of corporate
governance and other costs by an unconsolidated affiliate that is a
consclidated affiliate of Duke Energy. Corporate governance and other
shared services costs are primarily related to human resources, legal
and acoounting fees, as well as other third party costs. During the
years ended December 31, 2010, 2009 and 2008, Duke Energy
Ohio recorded governance and shared services expenses of $369
million, $4G1 million and $319 million, respectively. These amounts
are recorded in Operation, Maintenance and Other within Operating
Expenses on the Consolidated Statements of Operations,

Duke Energy Ohio incurs expenses related 1o certain
indemnification coverages through Bison, Duke Energy's whoily-
owned captive insurance subsidiary. These amounts were $19
million, $17 million and $18 million for the years ended
December 31, 2010, 2009 and 2008, respectively, and are
recorded in Operation, Maintenance and Other within Operating
Expenses on the Consolidated Staternents of Operations. Additionally,
Duke Energy Ohio records income associated with the rental of office
space to a consolidated affiliate of Duke Energy, as well as income
associated with certain ether recoveries of cost and its proportionate
share of certain charged expenses from affiliates of Duke Energy.
Rental income and other cost recoveries and other charged expenses,
net were $5 million, $5 million and $13 million for the years ended
December 31, 2010, 2009 and 2008, respectively.
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As discussed further in Note 21, Duke Energy Ohio participates
in Duke Energy's qualified pension plan, nan-qualified pension plan
and other post-retirement benefit plans and is allocated its
proportionate share of expenses associated with these plans.
Additionally, Duke Energy Ohio has been allocated accrued pension
and other post-retirement benefit obligations of $211 million and
$253 million at December 31, 2010 and 2009, respectively. These
amounts have been classified in the Consolidated; Balance Sheets as
follows: '

December 31, December 31,

(in millions) 2010 2009

Other current Habilities $ 4 $ 4
Accrued pension and other post-

retirement benefit costs 249

207

Additionally, as discussed in Note 17, certain trade receivables
have been sold by Duke Energy Ohio o Cinergy Receivables, an
unconsctidated affiliate that is consolidated by Duike Energy. The
proceeds obtained from the sales of receivables are largely cash but
do include a subordinated note from Cinergy Receivables for & portion
of the purchase price. The interest incomne associated with the
subordinated note, which is recorded in Other Income and Expenses,
net on the Consolidated Statements of Opevations, was $15 million,
$15 million and $21 million for the years ended December 31,
2010, 2009 and 2008, respectively. ,

As discussed further in Note 6, Duke Energy Ohio participates in
a money pool amangement with Duke Enengy and other Duke Energy
subsidiaries. Interest income associated with money pool activity,
which is recorded in Other Income and Expenses, net on the
Consolidated Statements of Operations, was $1 million for the year
ended December 31, 2010 and insignificant for each of the years
ended December 31, 2009 and 2008. Interest expense associated
with money pool activity, which Is recorded in Irdesest Expense on
the Consolidated Statements of Operations, was insignificant for each
of the years ended December 31, 2010 and 2009, and $3 million
for the year ended December 31, 2008.

Duke Enesgy Ohio enters into certain derivative positions on
behalf of Duke Energy Retail, a consolidated affiliate of Duke Energy.
These contracts are undesignated, thus the mark-to-market impacts
of these contracts are reflected in Duke Energy Ohio’s Consolidated
Staterments of Operations. In addition, equal and offsetting
mark-to-market impacts of inkercompany contracts with Duke Energy
Retail are reflected in Duke Enengy Ohio's Consolidated Staterments of
Operations representing the pass through of the economics of the
original contracts to Duke Energy Retail in accordance with
contractual arrangements between Due Energy Ohio and Duke
Energy Retail. See Note 15 for additional information.

During the years ended December 31, 2009 and 2008, Duke
Energy Ohio paid dividends to its parent, Cinergy, of $360 miltion
and $200 million, respectively. g
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Duke Energy Indiana

Duke Energy Indiana engages in refated party transactions,
which are generally performed at cost and in accordance with the
applicable state and federal commission regutations. Balances due to
or due from related parties inctuded in the Consolidated Balance
Sheets as of December 31, 2010 and December 31, 2009 are as
fotlows:

Assets/(Liabilities)

December 31, December 31,
{in millions) 2010 2009@
Current assets® $ 51 $ 26
Non-current assetse —_ 16
Current liabilitiest {69) (127)
Non-current liabilitieste (20) (20}
Net deferred tax liabilities® (932) {€79)

{a) Balances exclude assets or [labilities associated with accrued pension and other post-
redirenent benefits, Cinergy Receivaties and money poo) amangements as discussed
below.

(b} Ofthe balance at December 31, 2010, $27 million is classified s Receivables and
$24 million is classified as Other within Current Assets on the Consolidated Balance
Sheets. OF the balance at December 31, 2009, $15 million is classified as Receivables
and $11 million is classified as Other within Current Assets on the Consolidated
Balance Sheets.

(¢) The balance at December 31, 2009 is classified ds Other within Investments and
Other Assets on the Consolidated Balance Sheets.

(d) Of the balance &t Decernber 31, 2010, $(67) million is classified as Accounts payable
and $(2) millien s classified as Taxes accrued on the Consolidated Balance Sheets.
The balance at Decernber 31, 2009 is classified as Acoounts payable on the
Consolidated Balance Sheets,

(g} The balances at December 31, 2010 and December 31, 2009 are classified as Other
within Deferred Credits and Other Liabilities on the Gonsalidated Balance Sheets,

() Of the balance at December 31, 2010, $(373) miltion is classified as Deferred income
taxes and $41 million is classified as Cther within Cument Assets on the Consolidated
Balance: Sheets. The balance at Decernber 31, 2009 is classified as Deferred income
taxes an the Consolidated Balance Sheets,

Duke Energy Indiana is charged its proportionate share of
corporate govemnance and other costs by an unconsolidated affiliate
that is a consolidated affiliate of Duke Energy. Corporate governance
and other shared services costs are primarily related to human
resources, legal and accounting fees, as well as other third party
cosfs. During the years ended December 31, 2010, 2009 and
2008, Duke Energy Indiana recorded govemance and shared
services expenses of $364 million, $343 million and $326 million,
respectively. These amounts are recorded in Operation, Maintenance
and Other within Operating Expenses on the Consolidated Statements
of Operations,

Duke Energy Indiana incurs expenses related to certain
indemnification coverages through Bison, Duke Energy’s wholly-
owned captive insurance subsidiary. These amounts were $8 million,
$10 mitlion and $9 million for the years ended December 31, 2010,
2009 and 2008, respectively, and are recorded in Operation,
Maintenance and Other within Operating Expenses on the
Consolidated Statements of Operations. Additionally, Duke Energy
Indiana records income associated with the rental of office spaceto a
consolidated affiliate of Duke Energy, as well as its proportionate
share of certain charged expenses from affiliates of Duke Energy.
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Rental income and other charged expenses, net were $8 million,
$12 million and $7 million for the years ended December 31, 2010,
2009 and 2008, respectively.

As discussed further in Note 21, Duke Energy Indiana
participates in Duke Energy's qualified pension plan, non-quatified
pension plan and other post-retirement benefit plans and is allocated
its proportionate share of expenses associated with these plans.
Additionally, Duke Energy Indiana has been allocated accrued
pension and other post-retirement benefit obligations of $272 rillion
and $316 million at December 31, 2010 and 2009, respectively.
These amounts have been classified in the Consolidated Balance
Sheets as follows:

December 31,  December 31,

(in millions} 2010 2009

Other current liabilities $ 2 $ 2
Accrued pension and other post-

retirement benefit costs . 270 314

Additionally, as discussed in Note 17, cerfain trade reoeivables
have been sold by Duke Energy Indiana to Cinergy Receivabies, an
unconsolidated affiliate that is consolidated by Duke Energy. The
proceeds abtained from the sales of receivables are fargely cash but
do include a subordinated note from Cinergy Receivables for a portion
of the purchase price. The interest income associated with the
subordinated note, which is recorded in Other Income and Expenses,
net an the Consolidated Staternents of Operations, was $1.3 million,
$12 million and $15 million for the years ended December 31,
2010, 2009 and 2008, respectively. :

As discussed further in Note 6, Duke Energy indiana
participates in a money pool arangement with Duke Energy and
other Duke Energy subsidiaries, Interest income associated with
money pool activity, which is recorded in Other Income and
Expenses, net on the Consolidated Statements of Operations, was
insignificant, $1 million and $2 million for the years ended
December 31, 2010, 2009 and 2008, respectively, Interest expense
associated with money pool activity, which is recorded in interest
Expense on the Consolidated Statements of Operations, for the years
ended Decermber 31, 2010, 2009 and 2008 was $1 miliion, $1
million and $6 million, respectively.

During the year ended December 31, 2010 and 2009, Duke
Energy Indiana received $350 million and $140 million,
respectively, in capital contributions, from its parent, Cinergy.

14. RISK MANAGEMENT, DERIVATIVE INSTRUMENTS
AND HEDGING ACTIVITIES

The Duke Energy Registrants closely monitor the risks
associated with commodity price changes and changes in interest
rates on their operations and, where appropriate, use various
commodity and interest rate instuments o manage these risks.
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Certain of these derivative instruments qualify for hedge accounting
and are designated as hedging instruments, while others either do not
qualify as a hedge or have not been designated as hedges
{hereinafter referred to as undesignated contracts). The Duke Energy
Registrants’ primary use of energy commodity derivatives is to hedge
the generation portfolio against exposure to changes in the prices of
power and fuel. Interest rate swaps are entered into to manage
interest rate risk primarily associated with the Duke Energy
Registrants’ variable-rate and fixed-rate borrowings.

The accounting guidance for derivatives requires the recognition
of all derivative instruments not identified as NPNS as either assets or
liabilities at fair value in the Cansofidated Balance Sheets. For
derivative instruments that qualify for hedgd accounting, the Duke
Energy Registrants may elect to designate such derivatives as either
cash flow hedges or fair value hedges. The Duke Energy Registrants
offset fair value amounts recognized on their Consolidated Balance
Sheets refated to derivative instruments executed with the same
counterparty under the same master netting agreement,

The operatiens of the USFE&G business segment and certain
operations of the Commercial Power business segment meet the
criteria for regulatory accounting treatment. Accordingly, for
derivatives designated as cash flow hedges within the regulated
operations, gains and losses are reflected as a regulatory liability or
asset instead of as a component of AQC!. For detivatives designated
as fair value hedges or left undesignated within the regulated
operations, including econornic hedges associated with Commercial
Power's ESP load generation through the duration of the current ESP
that ends in December 2011, gains and losses associated with the
change in fair value of these derivative confracts would be deferred as
a regulatory liability or asset, thus having no immediate eamings
impact. :

Within the Duke Energy Registrants’ linregulated businesses, for
derivative instruments that qualify for hedgeé accounting and are
designated as cash flow hedges, the effective portion of the gain or
loss is reported as a component of AGC! and reclassified into earmnings
in the same pericd or periods during which the hedged transaction
affects earnings. Any gains or losses on the derivative that represent
either hedge ineffectiveness or hedge components excluded from the
assessment of effectiveness are recognized in current eamings. For
derivative instruments that qualify and are designated as a fair value
hedge, the gain or loss on the derivative as well as the offsetting loss
or gain on the hedged item are recognized in earnings in the current
period. The Duke Energy Registrants’ incluge the gain or loss on the
derivative in the same {ine item as the offsetting loss or gain on the
hedged itemn in the Consolidated Statements of Operations.
Additionally, the Duke Energy Regisirants’ enter into derivative
agreements that are economic hegdges that either do not qualify for
hedge accounting or have not been designated as a hedge. The
changes in fair value of these undesignated derivative instruments are
reflected in current eamings,
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Information presented in the tables below relates to Duke Energy
on a consolidated basis and Duke Energy Ohio, As regulatory
accounting treatment is applied to substantially all of Duke Energy
Carolinas’ and Duke Energy Indiana's derivative instruments, and the
carrying value of the respective derivative instruments comprise a
small portion of Duke Energy’s overall balance, separate disclosure for
each of those registrants is not presented, '

Commadity Price Risk

The Duke Energy Regisirants are exposed to the impact of
market changes in the future prices of electricity (energy, capacity
and financial transmission rights), coal, natural gas and emission
aliowances (SO, , seasonal NOy and annual NO, ) as a resuit of their
energy operations such as electric generation and the ransportation
and sale of natural gas. With respect to commodity price risks
associated with electric generation, the Duke Energy Registrants are
exposed 10 changes including, but not limited to, the cost of the coal
and natural gas used to generate electricity, the prices of electricity in
wholesale markets, the cost of capacity required fo purchase and sell
electricity in wholesale markets and the cost of ernission allowances
primarily at the Duke Energy Registrants’ coal fired power plants.
Risks associated with commiodity price changes on future operations
are closely monitored and, where appropriate, various cormmocdlity
contracts are used to mitigate the effect of such fluctuations on
operations. Exposure to commeodity price risk is influenced by a
number of factors, including, but not limited to, the term of the
contract, the liquidity of the market and delivery location.

Commodity Fair Value Hedges.

At December 31, 2010, there were no open commaodity
derivative instruments that were designated as fair value hedges.

Commodity Cash Flow Hedges,

The Duke Energy Registrants use commodity insuments, such
as swaps, futures, forwards and options, to protect margins for a
portion of future revenues and fuel and purchaset] power expenses.
The Duke Energy Registrants generally use commedity cash flow
hedges to mitigate exposures to the price variability of the underlying
commadities for, generally, a maximum period of tess than a year.

Undesignated Contracts.

The Duke Energy Registrants use derivative contracts as
economic hedges to manage the market risk exposures that arise
from providing electric generation and capacity to large energy
customers, energy aggregators, retail custormers and other wholesale
companies. Undesignated contracts may include confracts not
designated as a hedge, contracts that do not qualify for hedge
accounting, derivatives that do not or no longer qualify for the NPNS
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scope exception, and de-designated hedge contracts. Undesignated
contracts also incfude contracts associated with operations that Duke
Energy continues to wind down or has included as discontinued
aperations. As these undesignated contracts expire as late as 2021,
Duke Energy has entered into economic hedges that feave it
minimally exposed to changes in prices over the duration of these
contracts.

Duke Energy Carolinas uses derivative contracts as economic
hedges to manage the market risk exposures that arise from eleciric
generation. Undesignated contracts at December 31, 2010 are
associated with forward power sales and purchases,

Duke Energy Ohio uses derivative cortracts as economic hedges
to manage the market risk exposures that arise from providing electric
generation and capacity to large energy customers, energy
aggregators, retail customers and other wholesale companies.
Undesignated contracts at December 31, 2010 are primarily
associated with forward sales and purchases of power, coal and
emission allowances, for the Commercial Power segment.

Duke Energy Indiana uses derivative contracts as economic
hedges to manage the market risk exposures that arise from electric
generation. Undesignated contracts at December 31, 2010 are
primarily associated with forward power purchases, financial
fransmission rights and forward emission allowanoss.

Interest Rate Risk

The Duke Energy Registrants are exposed to risk resulting from
changes in interest rates as a result of their issuance or anticipated
issuance of variable and fixed-rate debt and commercial paper.
Interest rate exposure is managed by limiting variable-rate exposures
10 a percentage of total debt and by monitoring the effects of market
changes in interest rates. To manage risk associated with changes in
interest rates, the Duke Energy Registrants may enter into financial
contracts; primarily inferest rate swaps and U.S. Treasury lock
agreements. Additionally, in anticipation of certain fixed-rate debt
issuiances, a series of forward starting interest rate swaps may be
executed to lock in cornponents of the market interest rates at the
time and terminated prior to or upon the issuance of the
corresponding debt. When these transactions oocur within a business
that meets the criteria for regulatory accounting treatment, these
confracts may be treated as undesignated and any pre-tax gain or
loss recognized from inception to termination of the hedges would be
recorded as a regulatory liability or asset and amortized as a
component of interest expense over the life of the debt. Altematively,
these derivatives may be designated as hetges wherety, any pre-tax
gain or loss recognized from inception to termination of the hedges
would be recorded in AOC! and amortized as a component of interest
expense over the fife of the debt.

At December 31, 2010, derivative instruments related to
interest rate risk are categorized as follows:
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Duke Energy.

$492 million notional amount of interest rate cash flow hedges
related 1 non-recourse fong-term debt of VIES and $34 million
notional amourt of undesignated inferest rate confracts, both related
1o Commercial Power's wind business, as welt as the notional
amounts related to Duke Energy Caralinas and Duke Energy Ohio
below. See Note 6 for additional information on non-recourse long-
term debt of VIES.

Duke Energy Carofinas.

$500 million: notional amount of undesignated forward starting
interest rate swaps related to hedging anticipated fixed rate debt
issuances in 2012, and $25 million notional amount of interest rate
fair value hedges.

Duke Energy Ohio.

$250 million notional amount of interest rate fair vaiue hedges
and $27 million notional amount of undesignated interest rate
hedges.

At Decernber 31, 2009, derivative instruments related to
interest rate risk are categorized as follows:

Duke Energy.

$45 million notionai amourt of undesignated interest rate
contracts related to Commercial Power's wind business and $19
million notional amount of cash flow hedges related to Intemational
Energy, as well as the notional amounts related to Duke Energy
Carolinas and Duke Energy Ohio betow.

Duke Energy Carolinas.
$25 million notional amount of interest rate fair value hedges.

Duke Energy Ohio.

$250 miltion notional amount of interest rate fair value hedges
and $27 million notional amount of undesignated interest rate
hedges.

Volumes

The following tables show information refating to the volume of
Duke Energy and Duke Energy Ohio’s commodity derivative activity
outstanding as of Decernber 31, 2010 and December 31, 2009,
Amounts disclosed represent the notional volurmes of commaodities
contracts accounted for at fair value. For option confracts, notional
amounts include only the delta-equivalent volumes which represent
the noticnal volurnes times the probability of exercising the option
based on curent price volatility. Volumes associbted with contracts
qualifying for the NPNS exception have been extluded from the table
below. Amounts disclosed represent the absolute value of notionat
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amounts. Duke Energy and Duke Energy Ohio have nettad
contractual amounts where offsetting purchase and saie contracts
exist with identical delivery locations and times of delivery. Where all
commedity positions are perfectly offset, no quantities are shown
below. For additional information on notional dollar amounts of debt
subject to derivative contracts accounted for at fair value, see “Interest

Rate Risk" section above,

Underlying Notional Amounts for Derivative Instruments

Accounted for At Fair Value :
Duke Energy
Decamber 31,  December 31,
2010 2009
Commodity contracts
Electricity-energy (Gigawatt-hours) 8,200 3,687
Electricity-capacity (Gigawatt-months) 58 -
Emission allowances: SO, {thousands
of tons) 8 9
Emission allowances: NOy (thousands
of tons) — 2
Matural gas {millions of decatherms) 37 71
Coal (millions of tons) — 2
Financlal contracts
Interest rates (dollars in millions) © $1,328 $ 366
Duke Energy Ohio
December 31, December 31,
2010 2000
Commodity contracts
Electricity-energy (Gigawatt-hours)a 13,183 10,549
Electricity-capacity (Gigawatt-months) 60 —_
Emission aliowances: SO, (thousands
of tons) —_ 1
Ernission allowances: NOy (thousands
of tans) — 2
Coal {millions of tons) —_ 2
Financial contracts
Interest rates {dallars in millions) s 277 $ 277

{a) Amounts include intercompany positions that elirminate at the consolidated Duke

Energy kevel.

The following table shows fair value amounts of derivative
contracts as of December 31, 2010 and 2009, and the line item(s)
in the Consclidated Balance Sheets in which such amounts are
included. The fair values of derivative contracts are (wesented on a
gross basis, even when the derivative instruments are subject to
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master netting arrangements where Duke Energy nets the fair value of
derivative contracis subject to master netting amangements with the
same counterparty on the Consolidated Balance Sheets. Cash
collateral payables and receivables associated with the derivative
oontracts have not been netted against the fair value amounts.

Location and Fair Value Amounts of Derivatives Reflected in the
Consolidated Balance Sheets

Duke Energy

December 31, 2010 December 31, 2009
{in millions) Asset  Liabliity Asset  Liability
Balance Sheet Location

Derivatives Designated as
Hedging instruments

Commodity coniracts j

Current Assats: Other 5 — $ — $ 1 $ —
Interest rate contracts

Current Assets: Other 5 —_ 4 —
Investmenits and Other ‘

Assets: Other 16 —_ — —
Current Liabilities: Other _— 13 — 1
Deferred Credits and Other

Liabilifies: Other —_ s — 6

Total Desivatives Designated :
as Hedging Instruments $ 21 $13 $ 5 $ 7

Derivatives Not Designated
as Hedging Instruments

Commaodity contracts -
Current Assets: Other $108 $54 $59 $ 1
Investments and Other

Assats: Other 55 4 59 2
Current Liabilities: Other 75 118 85 232
Deferred Credits and Other

Liabilities: Other 3 72 44 100
Interest rate contracts
Investments and Other

Assets; Other@ 60 — -— —
Current Liabilities: Other -
Deferred Credits and Other

Liabilities: Other - 5 — 4

[
|
(73]

Total Derivatives Not
Designated as Hedging
instruments $301 $255 $247 $342

Total Detivatives $322 $268 $252 $349
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Duke Energy Ohio

December 31, 2010 December 31, 2009
Asset  Liability Asset  Liability

(in millions)
Balance Sheet Location

Derivatives Designated as
Hedging Instruments

Commiodity contracts
Current Assets: Other $— $— %1 $ —
Interest rate contracts .
Current Assets: Other 4 e 4 —
Investments and Cther

Assets: Other 2 — — —
Deferred Cradits and Other

Liabiities: Other — — — 6

Total Derivatives Designated
as Hedging Instruments $ 6 $— $ 5 $ 6

Derivatives Not Designated

as Hedging Instruments
Commodity contracts
Current Assets: Other $106 $57 325 $ 1
Investments and Other

Assets: Other 6 2 11 4
Current Liabilities: Other 75 98 63 191
Deferred Credits and Other :

Liabtlities: Other 3 ‘ 7 26 35
Interest rate contracts ;
Current Liabilities: Other _ ‘ 1 — 1
Deferred Credits and Other

Liabilities: Other —_ 4 — 2
Total Derivatives Not

Designated as Hedging

Instruments $190 $169 §$125 $234
Total Derivatives $196 “$169 3130 $240

(a) Relales to interest rate swaps at Duke Energy Camlinas.

The following table shows the amount of the gains and losses
recognized on derivative instruments designated and qualifying as
cash flow hedges by type of derivative contract during the years
ended December 31, 2010 and 2009, and the Consolidated
Staterents of Operations line items in which such gains and losses
are included.
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Cash Flow Hedges — Location and Amount of Pre-Tax Losses

Recognized in Comprehensive Income
Duke Energy Year Ended
December 31,
{in millions) 2019 2009
Location of Pre-tax Gains and (Losses) Reclassified
from AOCI into Eamingsi®
:Commodity contracts

173

Revenue, non-regulated electric, natural gas and other $— 3013
Fuel used in glectric generation and purchased

power-non-regutated 2 (10
Interest rate contracts
Interest expense (5) G
Total Pre-tax Losses Reclassified from AQCI into

Eamings $@) %28

(a) Represents the gains and lossés on cash fiow hedges previausly recordegt In AGCH
during the term of the hedging retationship and seclassified into eamings during the
current period,

Duke Energy Ohio Year Ended
December 31,

{in millions) 2010 2000
Location of Pre-tax Gains and (Losses) Reclassified

from AOCI into Eamingsiv
Commaodity contracts
Revenue, non-regulated electric and other — 44
Fuel used in electric generation and purchased

power-non-regulated ‘ 2 (10
Total Pre-tax Gains {Losses) Rectassified from AQCI

into Eamings _ $2 3§29

(a) Represents the gains and losses on cash flow hedges praviously recorded in AOGI
during the %em of the hedging relationship and reclassified into eaminggs during e
current period.

Duke Energy’s effective portion of gains on cash flow hedges
that were recognized in AOCI during the year ended December 31,
2010 were pre-tax gains of $2 miltion, and an insignificant amount
during the year ended December 31, 2009. In addition, there was
no hedge ineffectiveness during the years ended December 31, 2010
and 2009, and no gains or losses have been excluded from the
assessment of hedge effectiveness during the same periods for all
Duke Energy Registrants.

Duke Energy. At December 31, 2010, $32 million of pre-tax
deferred net losses on derivative instruments related to commodity
and interest rate cash flow hedges remains in AQCt and a $14
miflion pre-tax loss is expected to be recognized in earnings during
the next 12 months as the hedged transactions oocur.

Duke Energy Ohio. At December 31, 2010, an insignificant
amount of pre-tax deferred net gains on derivative instruments related
to commaodity cash flow hedges remains in AQC and an insignificant
amount of these gains are expected o be recognized in eamings
during the next 12 months as the hedged transaciions occur.
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The following table shows the amount of the pre-tax gains and
losses recognized on undesignated hedges by type of derivative
instrument curing the year ended December 31, 2010 and the line
item(s) in the Consolidated Statements of Operations in which such
gains and losses are included or deferred onthe Consolidated
Balance Sheets as regulatory assets or liahilities.

Undesignated Hedges — Location and Amount of Pre-Tax Gains
and (Losses) Recognized in Income or as Regulatory Assets or
Liabilities

Dtike Energy Year Enced
_Decernber 31,

{in millions} 2010 2009
Location of Pre-Tax Galns and (Losses) Reoommed in

Eamings
Commodity contracts
Revenue, regulated electric %1 %1
Revenue, non-regulated electric, natural gas and other 8 1
Fuel used in electric generation and purchased -

power-non-regulated 9 10
Interest rate contracts
Interest Expense 1
Total Pre-tax (Losses) Gains Recognized in Eamings $(28) $13
Location of Pre-Tax Gains and {Losses) Remyllzed as

Regulatory Assets or Liabilities
Commaodity contracts
Regutatory Asset $ 5 $(48
Regulatory Liahility 14 3
Interest rate contracts
Regulztory Asset (1) 1
Regulatory Liabitityt@ 60 —
Total Pre-tax Gains {Losses} Recognized as

Regulatory Assets or Liabilities $78 344
(in millions) 2010 2009
Location of Pre-Tax Gains and (Losses) Recognized in

Eamings
Commodity contracts
Revenue, non-regulated electric and other (3} 5
Fuel used in electric generation and purchased

power-non-regulated 9 10
Interest rate contracts
Interest expense (1) (48]
Total Pre-tax Gains Recognized in Eamings® $5 %14
Location of Pre-Tax Gains and (Losses)} Recognized as

Regulatory Assets
Commaodity contracts
Regulatory Asset $ 5 3680
Interest rate contracts
Regulatory Asset 1) 5
Total Pre-tax Gains (Losses) Recognized as

Regulatory Assets $ 4 3075

{a) Relates to interest rate swaps at Duke Energy Carolinas.
thy Amounts include intercompany positions that eliminate at the consolidated Duke
Enengy level.
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Credit Risk

The Duke Energy Registrants’ principal customers for power and
natural gas marketing and transportation services are industrial
end-users, marketers, local distribution companies, municipalities,
electric cooperatives and utilities located throughoet the U.S. and
Latin America. The Duke Energy Registrants have.concentrations of
receivables from natural gas and electric utilities and their affiliates, as
well as municipalities, electric cooperatives, industrial customers and
marketers throughout these regions. These concentrations of
customers may affect the Duke Energy Registrants’ overall credit risk
in that risk factors can negatively impact the credit quality of the
entire sector. Where exposed to credit risk, the Duke Energy
Registrants analyze their counterparties’ financial condition prior to
entering into an agreement, establish credit limits and monitor the
appropriatenass of those limits on an ongoing bass.

The Duke Energy Registrants' industry has historically operated
under negotiated credit lines for physical delivery ¢ontracts. The Duke
Energy Registrants frequertly use master collateral agreements to
mifigate certain credit exposures, primarity related to hedging the risks
inherent in its generation portfolio. The colfateral agreements provide
for a counterparty to post cash or letters of credit to the expased party
for exposure in excess of an established threshold. The threshold
amount represents an unsecured credit limit, determined in
accordance with the corporate credit policy. Coliateral agreements
also provide that the inability to post collateral is sufficient cause to
ferminate contracts and liquidate ail positions.

The Duke Energy Registrants also obtains cash, letters of credit
or surety bands from customers to pravide credit support outside of
collateral agreements, where approgpiate, based on its financial
analysis of the customer and the regulatory or contractual terms and
conditions applicable to each transaction.

Certain of Duke Energy and Duke Energy Ohio's derivative
contracts contain contingent credit features, such as material adverse
change clauses or payment acceleration clauses that could result in
immediate payments, the posting of letters of credit or the termination
of the derivative contract before maturity if specific events occur, such
as a downgrade of Duke Energy or Duke Energy Ohio's credit rating
below investment grade.

The following table shows information with respect to devivative
contracts that are in a net liability position and contain objective
credit-risk related payment provisions. The amounis disclosed in the
table below represents the aggregate fair value amounts of such
derivative instruments at the end of the reporting period, the
aggregate fair value of assets that are already posted as collateral
under such derivative instruments at the end of the reporting period,
and the aggregate fair value of additional assets that would be
required to be transferred in the event that credit-risk-refated
contingent features were triggered at December 31, 2010.
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Information Regarding Derivative Instrumients that Contain Credit-

risk Related Contingent Features
Duke Energy Dacember 31,  December 31,
(in millions) ¢ 2010 2009
Aggregate Fair Value Amounts of

Derivative Instruments in a Net

Liability Position $148 $208
Collateral Already Posted $ 2 $130

Additional Cash Collateral or Letters of
Credit in the Event Credit-risk-
related Contingent Features were
Triggered at the End of the
Reporting Period $ 14 $ 6

Aggregate Fair Value Amounts of

Derivative Instruments in a Net

Liability Position $147 $208
Collateral Already Posted $ 2 $130
Additional Cash Cotlateral or Letters of

Credit in the Event Credit-risk-

related Contingent Features were

Trigeered at the End of the

Reporting Period %14 $ 6

Netting of Cash Collateral and Derivative Assels and Liabilfities
Under Master Netting Arrangements,

In accordance with applicable accounting rufes, Duke Energy
and Duke Energy Chio offset fair value amounts {or amounts that
approximate fair value) recognized on their Consolidated Balance
Sheets related to cash collateral amounts receivable or payable
against fair value amounts recognized for derivative instruments
executed with the same counterparty under the same master neting
agreement.

At Decernber 31, 2010 and 2009, Duke Energy had
receivables related to the right to reclaim cash collateral of
approximately $2 million and $112 miltion, respectively, and had
payables related to cbligations to retum cash collateral of insignificant
amounts that have been offset against net derivative positions in the
Consolidated Balance Sheets. Duke Energy had collateral receivables
of $2 million and $19 million under master netling amangements
that have not been offset against net derivative positions at
December 31, 2010 and December 31, 2009, respectively. Duke
Energy had cash cotlaterat payables of $3 million under master
netting arrangements that have not been offset against net derivative
positions at December 31, 2010 and insignificant amounts at
Decermber 31, 2009.

At December 31, 2010 and 2009, Buke Energy Ohio had
receivables related to the right to reclaim cash collateral of
approximately $2 million and $112 miltion, respectively, and had
payables related to obligations to retum cash collateral of insignificant
amounts that have been offset against net derivative positions in the
Consalidated Balance Sheets Duke Energy Chio had collateral
receivables of insignificant amounts and $19 million under master
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netting arrangements that have not been offset against net derivative
positions at December 31, 2010 and December 31, 2009,
respectively, as these amounts primarily represerit initial margin
deposits refated to New York Mercantile Exchange (NYMBEX) futures
contracts, Duke Enengy Ohic had cash collateral payables of $3
million under master netting arangements that have not been offset
against net derivative positions at December 31,-2010 and
insignificant amounts at December 31, 2009. See Note 15 for
additional information on fair value disclosures related to derivatives.

15. FAIR VALUE OF FINANCIAL ASSETS AND
LIABILITIES

Under the accounting guidance for fair value, fair value is
considered to be the exchange price in an orderly transaction
between market participants to sell an asset or transfer a liability at
the measurement date. The fair value definition focuses on an exit
price, which is the price that would be received to sell an asset or
paid to transfer a liability versus an entry price, which would be the
price paid to acquire an asset or received 10 assume a liabifity.

The Duke Energy Registrants classify recuming and
non-recurring fair value measurements based ory the foliowing fair
value hierarchy, as prescribed by the accounting guidance for fair
value, which prioritizes the inputs to valuation technigues used to
measure fair value into three leveis:

Level 1—unadjusted quoted prices in active markets for
identical assets or liabilities that Duke Energy has the ability to
access. An active market for the asset or liabllity is one in which
transactions for the asset or liability occur with sufficient
frequency and volume to provide ongoing pricing information.
Duke Energy does not adjust quoted market prices on Level 1
for any blockage factor.

Level 2—a fair value measurement utilizing inputs other than a
quoted market price that are observable, either directly or
indirectly, for the asset or fiability. Level 2 inputs include, but are
not fimited to, quoted prices for similar assets or liabilities in an
active market, quoted prices for identical or similar assets or
liahilities in markets that are not active and inputs other than
quoted market prices that are observable for the asset or liability,
such as interest rate curves and yield curves observable at
commenty quoted intervals, volatilities, credit risk and default
rates. A level 2 measurement cannot have more than an
insignificant portion of the vajuation based on unobservable
inputs.

Level 3 — any fair vaiue measurements which include
unobservable inputs for the asset or liability for more than an
insignificant portion of the valuation. A level 3 measurement
may be based primarily on level 2 inputs.

The fair value accounting guidance for financial instruments
permits ertities to elect to measure many financial instruments and
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certain other items at fair value that are not required to be accounted
for at fair value under other GAAP. There are no financial assets or
financial liabilities that are not required to be accounted for at fair
value under GAAP for which the option to record at fair value has
been elected. However, in the future, the Duke Energy Regisirants
may elect to measure certain financial instruments at fair value in
accordance with this acoounting guidance.

Valuation methods of the primary fair value measurements
disclosed below are as follows:

Investments in equity securities.

Investents in equity securities are typically valued at the
closing price in the principal active market as of the last business day
of the quarter. Principal active markets for aguity prices include
published exchanges such as NASDAQ and NYSE. Foreign equity
prices are translated from their trading currercy using the cumency
exchange rate in effect at the close of the principal active market.
Prices are not adjusted to reflect for after-hours market activity. The
majority of investments in equity securities are valued using Level 1
measurements.

Investments in available-for-sale auction rate securities.

Duke Energy has $149 million par value {$118 million carmying
vatue) and $251 million par value {$198 million carrying vaiue) as
of December 31, 2010, and December 31, 2009, respectively of
auction rate securities for which an active market does not currently
exist. During the year ended December 31, 2010, $102 million of
these investments in auction rate securities were sold at full par value
plus accrued inferest. Duke Energy Carolings holds $16 million par
value {($12 million carrying value) and $82 million par value ($66
million carmying value) as of December 31, 2010, and December 31,
2009, respectively of auction rate securities. During the year ended
December 31, 2010, $66 million of these investments in auction
rate securities were sold at full par value plus accrued interest. The

'vast majority of these auction rate securities are AAA rated student
Ioan securities for which substantially all the values are ultimately
backed by the U.S. government. All of these securities were valued as
of December 31, 2010 using Level 3 measurements. The methods
and significant assumptions used to determine the fair values of the
investment in auction rate debt securities represented a combination
of broker-provided quotations and estimations of fair value using
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internal discounted cash flow models which incorporated primarily
management's own assumptions as fo the term over which such
investrments will be recovered at par, the current level of interest rates,
and the appropriate risk-adjusted (for liquidity and credit) discount
rates when relevant observable inputs are not available to determine
the present value of such cash flows. In preparing the valuations, all
significant value drivers were considered, including the underlying
collateral.

There were no other-than-temporary impaiments associated
with investmentts in auction rate debt securities during the year ended
December 31, 2010 or 2009. See Note 16 for a discussion of other-
than-temporary impairments associated with investrments in auction
rate debt securities during the year ended December 31, 2008.

Investments in debt securities.

Most detit investments (including those held in the (NDTF) are
valued based on a calculation using interest rate curves and credit
spreads applied to the terms of the debt instrument (maturity and
coupon interest rate) and consider the counterparty credit rating. Most
debt valuations are Leve! 2 measures. If the market for a particular
fixed income security is relatively inactive or illiquid, the measurement
is a Level 3 measurement. U.S. Treasury debt is typically a Level 1
measurermnent.

Commodity desivatives.

The pricing for commodity derivatives is primarily a calcuiated
vaiue which incorporates the forward price and is adjusted for
liquidity (bid-ask spread), credit or non-performance risk (afber
reflecting credit enhancements such as collateral} and discounted to
present value, The primary difference between a Level 2 and a Level
3 measurement has to do with the level of activity in forward markets
for the commuodity. If the market is relatively inactive, the
measurement is deemed to be a Level 3 measurement. Some
commodity derivatives are NYMEX contracts, which are classified as
Level 1 measurements,

Goodwillt and Long-Lived Assets.

See Note 12 for a discussion of the valuation for goodwill and
long-lived assets.
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Duke Energy

The following tables provide the fair vélue measurement amounts for assets and liabilities recorded on Duke Energy's Qonsulidated Balance
Sheets at fair value at Decemier 31, 2010 and 2009. Derivative amounts in the table below exclude cash collateral amounts which are

disclosed in Note 14.

Totat Fair
Value
Amounts at
{in millions) ' 2010 levell tewl2 tevdl3
Description
[nvestments in avatlable-for-sale auction rate securitieseio $ 118 $ — $— $1i8
Nuclear decommissicning trust fund equity securities® 1,365 1,313 46 6
Nuclear decommissioning trust fund debt secuyities® 649 35 573 41
Other long-term trading and available-for-sale equity securitiesto ' 164 157 7 —
Other long-term trading and available-for-sale debt securitiesx 221 10 211 —
Derivative assets® 186 21 81 84
Total Assets ' $2,703 $1536 $918 $249
Derivative liabilities® (132} [£)) 21y (103
Net Assets $2571 $1,528 $897 $146

{a) Inciuded in Other within investments and Omerﬁm:msm the Consolidated Balance Shests.

(b} See Note 16 for additiona! information related to investments by majar security type.

(c) Included in Other within Current Assets and Cther within Investments and Other Assets on the Consolidated Balance Sheets.

(d) Included in Other within Current Liabilties and Other within Deferred Credits and Other Liabilities on the Conselidated Balance Sheets.

Total Falr
Valua
Amcunts at
December 31,
{in millions} 2009 fevell level2 Level3d
Description
Investrents in available-for-sale auction rate securitieset $198 $ — $ -— $198
Nuclear decommissioning trust furid equity securitiest 1,156 1156 — -
Nuclear decommissioning trust fund debt securitiest 609 36 573 -
Other kong-term trading and available-for-sale equity securitiesaXo 66 60 6 —
Other long-term trading and avatlable-for-sale debt securitiesto! 258 32 226 —
Derivative assets® 120 1 24 95
Total Assets $2407 $1285 $829  $293
Derivative liabilities 217 {112} (35) 70
Net Assets $2,190 $1,173 $794 $223

(@) Included in Other within Investments and Other Assets on the Consolidated Balance Sheets.

{b) See Note 16 for addtional information refated to investments by major security type.

(e} Included in Other within Current Assets and Other within Investments ang Other Assets on the Consolidated Balanios Sheets

{¢) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consofictated Balance Sheels.
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The following tabie provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring
basis where the determination of fair value includes significant unobservable inputs {Level 3:

Rollforward of Level 3 Measurements
Available-for-Sale  Avallable-for-Sale
Auction Rate NDTF  Derivatives
Securities Imvestiments (net) Total
Year Ended December 31, 2010
Balance at January 1, 2010 $198 $— $25 $223
Total pre-tax realized or unrealized losses included in earnings:
Revenue, non-regulated electric, natural gas, and other - — (45) (45)
Fuel used in eseciric generation and purchased power-non-regulated — — (i3} a3
Total pre-tax gains (losses) included in other comprehensive income 22 — (1) 21
Net purchases, sales, issuances and settlements (102) 45 3 60y -
Total gains included on the Consolidated Balance Sheet as regulatory asset or
liability or as non-current liability — 2 13 20
Balance at December 31, 2010 $ 118 $47 $(19) $146
Pre-tax amounts included in the Consolidated Statements of Operations related to
Level 3 measurements outstanding at December 31, 2010;
Revenue, non-regulated electric, natural gas, and other $ — $— $1 % 1
Fuel used in electric generation and purchased power-non-regulated - —_ . - -
Total $ — $— $1 $ 1
Year Ended December 31, 2009 : )
Balance at January 1, 2009 . $ 224 — $34 $258
Total pre-tax realized or unrealized gains (losses} included in earnings:
Revenue, non-regulated eiectric, natural gas, and other — -_— {5) (5)
Fuel used in electric generation and purchased power-nan-regulated e — i6 i6
Total pre-tax {losses) gains included in ‘other comprehensive income 1o - 1 (9
Net purchases, sales, issuances and settlement {16} — (N (23)
Total losses included on the Consolidated Balance Sheet as regulatory asset or
liability or as non-current lability — — (14) {14)
Balance at December 31, 2009 ; $ 198 $— $25 $223

Pre-tax amounts included in the Consolidated Statements of Operations related to
Level 3 measurements outstanding at December 31, 2010:
Revenue, nor-regulated electric, natural gas, and ather $ — $— $14) $ (14

Fuel used in electric generation and purchased power-non-regulated — — {12} (12)
Tatal ' $ — $— $(26) $ (26)
Year Ended December 31, 2008
Balance at January 1, 2008 $ 15 $— $8 §$ 23
Transfers in to Level 3
Total pre-tax realized or unrealized losses included in eamings: 285 — — 285
Revenue, non-regulated electric, natural gas, and ather — — (1 {11)
Fuel used in electric generation and purchased power-non-regulated — — 96 96
Other income and expense, net (3 — o (3
Total pre-tax losses included in other comprehensive income 43 — (1) (44}
Net purchases, sales, issuances and settlements (30 — 84 (114
Total gains included on the Consolidated Balance Sheet as regulatory asset or .
liability or as non-current liabitity — —_— 26 26
Balance at December 31, 2008 : $ 224 $— $34 $258
Pre-{ax amounts included in the Consolidated Statements of Operations related to
Level 3 measurements outstanding at December 31, 2008:
Revenue, non-regulated electric, natural gas, and other $ — $— $(3 $ D
Fuel used in electric generation arid purchased power-non-regulated — - 30 30
Other income and expense, net - (3} — — 3)
Total $ (3 $— $27 $ 24
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Duke Energy Carolinas

The following tables provide the fair value measurement amounts for assets and fiabilities recorded on Duke Energy Carolinas’ Consolidated
Balance Sheets at fair value at December 31, 2010 and December 31, 2009, Amounts presented in the tables below exclude cash collateral

amounts
Total Fair Value
Amounts at
December 31,
(in millions) 2010 (levell levdd2 Levet3d
Description
Investments in available-for-sale auction rate securities?x $ 12 $ - % - $12
Nuclear decommissioning trust fund equity securitiesk 1,365 1,313 46 6
Nuclear decommissioning trust fund debt securities 649 35 573 41
Derivative assets® 62 1 61 -_
Total assets ' 2088 1,348 680 59
Derivative liabilities (48] L — —
Net assets $2,087 $1,348  $680 $59
{a) Included in Other within Investments and Other Assets on the Consolidated Balance Sheets. '
{b} Includeg in Other within Cument Assets and Other within Investments and Other Assets on the Consolidated Balance Shests.
{) See Note 16 for additional information refated to investments by major security type.
{d} Included in Qther within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets.
Total Fair Value
Amounts at
December 31,
{in millicns} 2009 levell Llevel2 Llevel3d
Description -
Investments in available-for-sale auction rate securitipse $ 66 $ — % — $66
Nuclear decommissioning trust fund equity securitiest 1,156 1,156 — —
Nuclear decommissioning trust fund debt securities® 609 36 573 —
Derivative assetsic 1 - 1 -
Net Assets ‘ $1,832 $1,192 $574 $66

{a) Included in Other within investments and Other Assets on the Consolidated Balance Sheets.
(b} See Note 16 far azditional information relater) to investments by major security type.
©) Included in Other within Current Assets and Other within Investments and Other Assets on the Consoliated Balance Sheets.

The following table provides a recongiliation of beginning and ending balances of assets measured at fair value on a recurring basis where

the determination of fair value includes significant unobservable inputs (Level 3):

Rollforward of Level 3 Measurements
Available-for-Sale  Available-for-Sale
Auction Rate NDTF
{in millions} Securities Investments  Tcial
Year Ended December 31, 2010 '
Balance at January 1, 2010 $66 $— %66
Total pre-tax gains included in other comprehensive income 12 — 12
Net purchases, sales, issuances and settlements (66) 4 (2D
Total gains included on the Consélidated Balance Sheset as regulatory asset or liability or
as non-current liability ‘ — 2 2
Balance at December 31, 2010 $12 $47 59
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Available-for-Sale
Auction Rate
(in millions) Securities
Year Ended December 31, 2009
Balance at January 1, 2009 $72
Total pre-tax unrealized losses included in Other Comprehensive income (6}
Balance at December 31, 2009 $66
Year Ended December 31, 2008
Balance at January 1, 2008 $—
Total transfers in to Level 3 82
Total pre-tax unrealized fosses Included in Other Comprehensive income (10)
Balance at December 31, 2008 $(72)

Duke Energy Ohio

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy Ohio's Consolidated
Balance Sheets at fair value at Decernber 31, 2010 and Decernber 31, 2009. Amounts presented in the tables below exclude cash colateral

amounts which are disclosed separately in Note 14.

Total Fair Value
Amounts at
December 31,
(in millions) 2010 Lleweil level2 Level3
Description
Derivative assets'z $59 $20 $6 $33
Detivative liabilities® : (32) n (5) (20
Net Assets $27 $13 51 $13
(a) Included in Cther within Cument Assets and Other within Investments and Other Assets on the Cansolidated Balance Sheets.
(b) Included in Cther within Cumrent Liabilities and Other within Deferred Credits and Other Liabiiities on the Consolidated Balance Sheets.
Total Fair
Value
Amounts at
December 31,
{in millions) 2009 ievell level2 Llevel3
Description
Derivative assetsa! $ 3 % 1 $3 $32
Derivative liabilities® {146) 112 (C)] (25}
Net (Liabilities) Assets $(110)  $(111) $6) $ 7

(a) Incluged in Other within Curent Assets and Gther within Investments and Other Assets on the Consofidated Balance Sheets.
(b} Included in Other within Current Liabilities and Qther within Deferred Credits and Other Liabilities on the Consofidated Balance Sheets.
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The foliowing table provides a reconcifiation of beginning and ending balances of assets measured at fair value on a recurring basis where
the determination of fair value inctudes significant unobservable inputs {Level 3):

Rolforward of Level 3 Measurements

Dertvatives
{net

Year Ended December 31, 2010 :
Balance at January 1, 2010 ‘ $7
Total pre-tax realized or unrealized gains (losses) included in earnings:

Revenue, non-regulated electric and other 8

Fuel used in electric generation and purchased power-non-regulated ‘ {12)

Net purchases, sales, issuances and settlements 8
Total pre-tax losses inctuded in other comprehensive income ‘ (1)
Total gains included on the Consolidated Balance Sheet as regulatory asset or liability or as non-current Hability 3
Balance at December 31, 2010 ‘ $13

Pre-tax amounts included in the Consolidated Statements of Operations related to Leve! 3 measurements oulstanding at December 31,
2010:

Revenue, non-regulated electric and other $17
Fuel used in electric generation and purchased power-non-regulated —
Total $17
Year Ended December 31, 2009
Balance at January 1, 2009 $ 8
Total pre-tax realized or unrealized (losses) gains included in earnings:
Revenue, non-regulated etectric and other &)
Fuel used in electric generation and purchased power-non-regulated 16
Total pre-tax gains included in other comprehensive income ' 1
Net purchases, sales, issuances and settlements 6
Total losses included on the Consolidated Balance Sheet as regulatory asset or liability or as non-current liability (18)
Batance at December 31, 2009 f $ 7

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 measurements outstanding at December 31,
200%: :

Fuel used in electric generation and purchased power-non-regulated (12)
Total $(12)
Year Ended December 31, 2008 :
Balance at January 1, 2008 . $(22)
Total pre-tax realized or unrealized gains (losses) included in earnings:
Revenue, non-regulated electric and other 1}
Fued used in electric generation and purchased power-non-regulated . 96
Net purchases, sales, issuances and settlements 63}
Total losses included on the Consolidated Balance Sheet as regulatory asset or liability or as non-current liability (2}
Balance at December 31, 2008 $ 8

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 measurements outstanding at December 31,
2008:

Revenue, non-reguiated electric and other $ 7
Fued used in electric generation and purchased power-non-regutated 30
Total $ 37
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Duke Energy Indiana

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy In&iana's Consolidated
Balance Sheets at fair value at December 31, 2010 and December 31, 2009. Amounts presented in the tables below exclude cash collateral

amounts.
Totat Fair
Value
Amounts at
December 31,
{in millicns) 2010 levell Llevel2 Lewel3
Description
Available-for-sale equity securitieste $47 $47 $— $—
Available-for-salke debt securitiesax® 26 — 26 —
Derivative assets® 4 — - 4
Total Assets 77 47 26 4
Derivative liabilitiest (2) - 2 =
Net Assets $75 $47 $24 $4
@) Included in Qther within Investments and Other Assets on the Consolidated Balance Sheets.
(b) Included in Other within Curent Assets an the Consolidated Balance Sheets.
{c} Included in Other within Cuent Liabilities and Other within Deferred Credits and Other Liabilities an the Cansclidated Baiance Shests.
{) See Note 16 for additional information related t inviestments by major security type
Total Fair Value
Amounts at
: . December 31,
{in millions} 2009 Llewell Levl2 Leveld
Description :
Available-for-sale equity securitiesiax _ $42 $42  $—  $—
Available-for-sale debt securitiestlid ) 28 — 28 —
Derivative assets® i 4 - —_ 4
Total Assets 74 42 28 4
Derivative liabilities . 2) — 2 —
Net Assets $72 $42 $26 $4

(a) Incluged in Other within Jnvestrments and Cther Assets on the Consolidated Balance Sheets,

b} Included in Cther within Current Assets on the Consolicated Balance Sheets,

(€) Included in Other within Current Liabilities and Other within Defermedt Credits and Other Liabilities on the Consolidated Balance Sheets.
(d) See Note 16 for additional information related to investrents by major security type.
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The following table provides a reoonci:liation of beginning and ending balances of assets measured at fair value an 2 récurring basis where
the determination of fair value includes significant uncbservable inputs (Level 3): ‘

Rollforward of Level 3 measurements
Derivatives

{in millions} (net)

Year Ended December 31, 2010 ‘

Balance at January 1, 201¢ $ 4
Net purchases, sales, issuances and setttements ; (15)
Total gains included on the Consolidatéd Balance Sheet as regutatory asset or liability or as current or non-current liability 15

Balance at December 31, 2010 $ 4

Year Ended December 31, 2009

Balance at January 1, 2009 $10
Net purchases, sales, issuances and settlements 9
Tatal gains included on the Consolidated Balance Sheet as reguiatory asset or liability or as cutrent or non-current liabilly 3

Balance at December 31, 2009 : ) $ 4

Year Ended December 31, 2008 ,

Balance at January 1, 2008 : ) $ —
Net purchases, sales, issuances and settlements ' (17
Total gains included on the Consolidatéd Balance Sheet as regulatory asset or liability or as current or non-current Ilability 7

Balance at December 31, 2008 $10

Additional Fair Value Disclosures - Long-term debt:

The fair value of financial instruments, excluding financial assets and certain financial liabilities included in the soope of the accounting
guidance for fair value measurements disclosed in the tables above, is summarized in the following table. Judgment is required in intermpreting
market data to develop the estimates of fair value. Accordingly, the estimates determined as of December 31, 2010 and 2009 are not
necessarily indicative of the amounts the Duke Energy Registrants could have settied in cument markets. ‘

As of December 31, 2010

Duke Energy
Duke Energy Carolinas Duke Energy Ohlo  Duke Energy Indiana
Book Approximate Book Approximate Book Approximate  Book Approximate
{in millions) Value FairValye Valse FalrValue Value FairValue Value Fair Value
Long-term debt, including current maturities@: $18210 515484 $7.770 $8,376 $2,564 $2,614 53472 $3,746

(a) Includies Non-recourse long-term debt of variable interest entities of $376 million for Duke Energy and $300 million for Duke Energy Camolinas.

As of December 31, 2009

Duke Energy
Duke Energy Carolinas Duke Energy Ohio - Duke Energy Indiara
Book Approximate  Book Approximate  Book Approximate  Book Approximate
(in millions) : Value FairValue Value FairValue Value FalrValue . Vaiue  Fair Value
Long-term debt, including current maturities: $17,015 $16,899 $7,666 $7.312 $2,592 $2,529 .$3,000 $3,239

a)  Includes Non-recourse long-term dett of variable interest entities of $381 million for Duke Energy and $300 million for Duke Energy Carolinas.

At both December 31, 2010 and Decemnber 31, 2009, the fair instruments and/or because the stated rates approximate market

- value of cash and cash equivalents, accounts and notes receivable, rates.
accounts payable and commercial paper, as well as restricted funds See Note 21 for disclosure of fair value measurements for
held in trust at Duke Energy Ohio, are not materially different from investments that support Duke Energy's qualrﬁed non-gualified and
their carrying amounts because of the short-term nature of these other post-retirement benefit plans.
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16. INVESTMENTS IN DEBT AND éQUITY SECURITIES

The Duke Energy Registrants classify their investments in debt
and equity securities into two categories — trading and
available-for-sale. Investments in debt and equity securities held in
grantor trusts associated with certain deferred compensation plans
and certain other investments are classified as trading securities and
are reported at fair vaiue in the Consolidated Balance Sheets with net
realized and unrealized gains and losses included in eamings each
period. All other investments in debt and equity securities are
classified as avaitable-for-sale securities, which are also reported at
fair value on the Consolidated Balance Sheets with unrealized gains
and losses excluded from earnings and reported either as a regulatory
asset or liability, as discussed further below, or as a component of
other comprehensive income until realized.

Trading Securities. Duke Energy holds investments in debt and
equity securities in grantor frusts that are associated with certain
deferred compensation plans. At December:31, 2010 and
December 31, 2009, the fair value of these investments was $29
miillion and $33 million, respectively. Additionally, at Decemnber 31,
2010 Duke Energy held Windstream Corp. equity securities, which
were received as proceeds from the sale of Duke Energy’s equity
investment in Q-Cormm during the fourth quarter of 2010 {see note
3). The fair value of these securities at December 31, 2010 was $87
millien. Duke Energy subseguently sold these securities in the firs
quarter of 201 1. The sale did not resultin a material gain or loss,

Available for Sale Securities. Duke Energy's available-for-sale
securities are primarily comprised of investments held in the NDTF at
Duke Energy Carolinas, investments in a grantor trust at Duke Energy
Indiana refated to other post-retirernent benkfit plans as required by
the IURC, Duke Energy captive insurance investment portfolio and
investments of Duke Energy and Duke Energy Carolinas in auction
rate debt securities. The investments within the Duke Energy
Carolinas NDTF and the Duke Energy Indiana grantor trust are
managed by independent investment managers with discretion to
buy, sell and invest pursuant to the objectives set forth by the trust
agreements. Therefore, Duke Energy Carolinas and Duke Energy
Indiana have limited oversight of the day-to-day management of
these investrnents. Since day-te-day investment decisions, including
buy and sell decisions, are made by the investment manager, the
ahility to hoid investments in unrealized loss positions is cuside the
control of Duke Energy Carolinas and Duke:Energy indiana,
Accordingly, all unrealized losses associated with equity securities
within the Duke Energy Carotinas NDTF and the Duke Energy
Indiana grantor trust are considered other-than-temporary and are
recognized immediately when the fair vaiue of individual investments
is less than the cost basis of the investment. Pursuant to regulatory
accounting, substantially all unrealized losses associated with
investments in debt and equity securities within the Duke Energy
Carofinas NDTF and the Duke Energy Indiana grantor trust are
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deferred as a regulatory asset, thus there is no immediate impact on

the eamings of Duke Energy Carolinas and Duke Energy Indiana asa

result of any other-than-temporary impainments that would ctherwise
be required 1o be recognized in eamings. For investments in debt and
equity securities held in the capiive insurance investment porifolio
and investments in auction rate debt securities, unrealized gains and
losses are included in other comprehensive income until realized,
uniess it is determined that the camrying value of an investment is
other-than-temporarily impaired, at which ime the write-down o fair
value may be included in eamings based on the ¢riteria discussed
below.

For available-for-sale securities outside of the Duke Energy
Carolinas NDTF and the Duke Energy lndiana grantor trust, which .
are discussed separately above, Duke Energy analyzes all investment
holdings each reporting period to determine whether a decline in fair
value should be considered other-than-temporary. Criteria used to
evaluate whether an impairment associated with equity securities is
other-than-femporary includes, but is not limited to, the length of ime
over which the market value has been lower than the cost basis of
the investment, the percentage decline comparedt to the cost of the
investment and management’s intent and ability to retain its
investment in the issuer for a period of time sufficlent to allow for any
anticipated recovery in market value. If a decline in fair value is
determined to be other-than-temporary, the investment is written
down to its fair value through a charge to eamings.

With respect to investments in debt securities, under the
accounting guidance for other-than-temporary impairment, if the
entity does not have an intent to sell the security and it is not more
likely than not that management will be required to sell the debt
security before the recovery of its cost basis, the impairment write-
down 1o fair value would be recorded as a component of ather
comprehensive income, except for when it is determined that a credit
inss exists. In determining whether a credit loss exists, management
considers, among other things, the length of time and the extent to
which the fair value has been less than the amartized cost basls,
changes in the financial condition of the issuer of:the security, or in
the case of an asset backed security, the financial condition of the
undertying loan obligors, consideration of underlying collateral and
guarantees of amounts by government entities, ability of the issuer of
the security to make scheduted interest or principal payments and
any changes to the rating of the security by rating agencies, If it is
determined that a credit loss exists, the amount of impairment write-
down to fair value would be split between the credit loss, which
would be recognized in eamings, and the amount attributable fo all
other factors, which would be recognized in other comprehensive
income. Since management believes, based on considesation of the
criteria above, that no credit loss exists as of December 31, 2010
and 2009, and managerment does not have the intent o sall such
investments in auction rate debt securities and the investments in
debt securities within its captive insurance investiment portfolio, and it
is not more likely than not that management wilt be required 1o sell
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these securities before the anticipated recovery of their cost basis,
management conchuded that there were ng other-than-temporary
impairments necessary as of December 31, 2010 and 2009.
Accordingly, all changes in the market value of investments in
auction rate debt securities and captive insiirance investments were
reflected as a component of other comprehensive income in 2010
and 2009. However, during the year ended December 31, 2008,
Duke Energy recorded a pre-tax impairrnerjt charge to earnings of
approximately $13 million related to the credit risk of certain
investments including auction rate debt sedurities, The remaining
changes in fair value of investments in auction rate debt securities
and captive insurance investments in 2008 were considered
temporary and were reflected as a component of other
comprehensive income. See Note 15 for additional information
related to fair value measurements for investments in auiction rate
debt securities that were not part of its NDTF or captive insurance
investment portfolio.

Management will continue to monitor the carrying value of its
entire portfotio of investments in the future to determine if any
addional other-than-temporary impairment losses should be
recorded.

Investments in debt and equity securities are classified as either
short-term investments or long-term investments based on
management’s intent and ability to sell these securities, taking into
consideration liquidity factors in the current markets with respect to
certain short-term investments that have historically provided for a
high degree of liquidity, such as investments in auction rate debt
securities,

Short-term investments.

During the year ended December 31, 2010 and 2009, there
were no purchases or sales of short-term investments.

Long-term investments.

Duke Energy classifies its investments in debt and equity
securities held in the Duke Energy Carolinas NDTF (see Note 15 for
further information), the Duke Enargy Indiana grantor trust and the
captive insurance investment poctfolio as long-tefm. Additionally,
Duke Energy has classified $118 million camying value {$149
million par value) and $198 million carrying value ($251 million par
value) of investments in auction rate debt securities as long-term at
December 31, 2010 and 2009, respectively, due fo market illiquidity
factors as a result of continued failed auctions. All of these
investments are classified as avaitable-for-sale and, therefore, are
reflected on the Consclidated Balance Sheets at estimated fair value
based on either quoted market prices or management’s best estimate
of fair value based on expected future cash flow using appropriate
risk-adjusted discount rates. Since management does not intend o
use these investments in current operations, these invesiments are
classified as long-term.

The cost of securities sold is determined using the specific
identification method. During the years ended December 31, 2010,
2009 and 2008, Duke Energy purchased long-term investments of
$2,166 million, $3,013 million and $3,076 million, respectively,
and received proceeds on sales of $2,261 million $2,988 million
and $3,030 million, respectively. The majority of these purchases
and sales relate to activity within the Duke Energy Carotinas NDTF,
including annual contributions to the NDTF of $48 million pursuant
10 an order by the NCUC (see Note 9).

The estimated fair values of investments classified as available-for-sale are as follows (in millions):

Duke Energy
December 31, 2010 Decermber 31, 2009
Gross Gross Gross Gross

Unrealized  Unrealized Estimated Unrealized  Unrealized  Estimated
Holding Holding Fair Holding Holding Fair
Galns® Lossest} Value Gaing® Losses® Value
Equity Securities $481 $(16) $1,435 $337 $ (30} %1216
Corporate Debt Securities 12 3 270 14 (2) 256
Municipal Bonds ‘ 1 (L)} 69 2 (8 83
U.S. Government Bonds 10 1 235 11 (1) 290
Auction Rate Debt Securities ‘ - (31) 118 — (53) 198
Qther : 11 (5} 274 18 (18) 211
Total long-term investments $515 $(65)  $2,401 $3g2 $(112)  $2,254

{a) The table above includes unrealized gains and ksses of $505 million and $32 million, respectively, at December 31, 2010 and unreglized gains and loeses of $374 million and $56
miliion, respectively, at December 31, 2009 asscciated with investments held in the Duke Enengy Carolinas NDTF. Additionally, the table above includes unrealized gains of $6 milfon
and an insignificant amount of unrealized losses, respectively, at December 31, 2010 and unvealized gains of $1 million and an insignificant amount of unreslized losses, respectively, at
December 31, 2009 associated with investrents held in the Duke Energy Indiana gramtor trust. As discussed above, unrealized kisses on investments within the NOTF and Duke Energy

Indiana grantor trust are deferred as a Teguiatory asset pursuant to regutatory accounting treatment.
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For the years ended December 31, 2009 and 2008, a pre-tax gain of $7 million and a pre-tax loss of $1 miltion, respectively, were

reclassified out of AOC! into eamings.

Debt securities held at December 31, 2010, which excludes auction rate securities based on the stated maturity date, mature as follows:
$34 million in less than one year, $171 million in one to five years, $186 million in six to 10 years and $456 million thereafter.

The fair values and gross unrealized kosses of available-for-sale debt and equity securities which are in an unrealized logs position for which
other-than-temporary impairment losses have not been recorded in the Consolidated Statement of Operations, summarized by investment type
and length of ime that the securities have been in a continuous loss position, are presented in the table below as of December 31, 2010 and

2009.
As of December 31, 2010 As of December 31, 2009

Unrealized Unrealized Urrealized Unvealtzed
Estimated Loss Loss  Estimated Loss Loss
Fair Position Position Fair Position Pasition
Valuesdt >12months <12 months Value?  >12months <12 months
Equity Securities : $ 85 {11 $(6) 3164 $ $(23)
Corporate Debt Securities 73 @ 2) 38 — ()
Municipal Bonds 42 8) (1) 53 — 8
U.S. Government Bonds 38 — (1) a3 {1} —
Auction Rate Debt Securities® 118 (31 — 198 (53} -
Other 84 1 3 51 (15} 3
Total long-term investments ! $440 $(53) $(12) $603 $(76) $(36)

(a} The table above includes fair values of $226 million and $298 millien at December 31, 2010 and December 31, 2009, respectively, associated with investments heid in the Duke
Energy Carclinas NOTF. Additionally, the table above includes fair values of $5 million and $27 million at December 31, 2010 and December 31, 2009, respectively, associated with

investments held in the Duke Energy Indiana grantor trust.

{b) See Note 15 for information about fair value measurements refated to investments in auction rate debt securities.,

Duke Energy Carolinas

December 31, 2010 December 31, 2009

Gross Gross Gross Gross
Unrealized  Unrealized Estimated Unmealized  Unrealized  Estimated
Holding Holding Fair Holding Holding Fair
Gains Losses Value Gains Losses Value
Equity Securities $475 $016) $1,365 $336 27 $1,156
Corporate Debt Securities 10 (3} 227 10 (2 195
Municipal Bonds 1 9 43 1 (8 56
U.S. Government Bonds ' 10 —_ 224 11 (1) 258
Auction Rate Debt Securities _ 3) 12 —_ (16) 66
Cther 9 {8 155 16 - {18 100
Total long-term investments $505 $(35) $2,026 $374 $(72) $1,831

For the years ended December 31, 2010, 2009, and 2008, there were no gains reclassified out of AQCI into earnings.
Debt securities held at December 31, 2010, which excludes auction rate securities based on the stated maturity date, mature as follows:
$29 million in less than one year, $126 million in one to five years, $145 million in six to 10 years and $349 million thereafter.
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The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized loss position for which
other-than-temporary impairment losses have ot been recorded, summarized by investment type and length of time that the securities have
been in a continuous loss position, are presented in the table below as of December 31, 2010 and December 31, 2009. !

As of December 31, 2010 As of December 31, 2009
Unrealized Unrealized Unraalized Unreaiized
Estimated Loss Loss Estimated " boss Loss
Fair Position Position Fair Position Position
Value >12months <12 months Value >12months <12 months
Equity Securities ) $79 (11) 3 (5) $145 '$ (4 $23)
Corporate Debt Securities ‘ 59 2) ) 27 — &)
Municipal Bonds 28 8) n 32 — 8)
.S, Government Bonds 33 — — 64 (1) -
Auction Rate Debt Securities® 12 3) — 66 {16} -
Other 27 1) 3N 30 (16} {2}
Total long-term investments ; $238 $(25) $(10) $364 $(37) $35)

(a) See Note 15 for information anout fair value measirements refated 1o investments in auction rate debt securities.

Duke Energy Indiana
December 31, 2010 December 31, 2009

Gross Gross Gross Gross
Unrealized Unrealized Estimated Unrealized  Unrealized  Estimated
Holding Holding Fair Hoiding Holding Fair
Gains Losses Value Gains Losses Value
Equity Securities . : $6 $— $47 $— $— $42
Municipal Bonds ' - —_ 26 1 —_ 27
Other : — — _— — — 1
Total long-term investments $6 $— $73 $1 $— $70

Debt securities held at December 31, 2010 mature as follaws: $1 million in less than one year, $15 million in one '0:: five years, $8
million in six to 10 years and $2 million thereafter.
At Duke Energy Indiana, as of December 31, 2010 and December 31, 2009, $14 million and $27 million, respectively, canving value of

available-for-sale equity and debt securities were in an insignificant unrealized loss position for which other-than-temparary impairment losses
have not been recorded.

17. VARIABLE INTEREST ENTITIES

AVIE is an entity that is evaluated for consolidation using more than a simple analysis of voting control. The analysis 1o determine whether
an entity is a VIE considers contracts with an entity, credit support for an entity, the adequacy of the equity investment of an entity and the
refationship of voting power to the amount of equity invested in an entity. This analysis is performed either upon the creation of a legal entity or
upon the cccurrence of an event requiring reevaluation, such as a significant change in an entity's assets or activities. If an entity is determined
to be a VIE, a qualitative analysis of control determines the party that consolidates a VIE based on what parly has the power to direct the most
significant activities of a legal entity that impact its economic performance as well as what party has rights to receive benefits or is obfigated to
absorb losses that are significant to the VIE. The analysis of the party that consolidates a VIE is a continual reassessment.

As discussed in Note 1, the Duke Eriergy Registrants adopted new accounting rules associated with VIES effective January 1, 2010. There
were no material changes in decisions on consclidation of VIES except for the adoption of new accounting rules that required Duke Energy to
consolidate Cinergy Receivables, as discussed in Note 1.
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CONSOLIDATED VIEs

The table below shows the VIEs that Duke Energy and Duke Energy Carolinas consolidate and how these entities impact Duke Energy’s
and Duke Energy Carolinas’ respective Consolidated Balance Sheets. All entities listed in the table below are consolidated by Duke Energy, while
only DERF is consolidated by Duke Energy Carolinas. None of these entities is consolidated by Duke Energy Ohio or Duke Energy Indiana.

No financial support was provided to any of the consolidated VIEs during the years ended December 31, 2010 and 2009, respectively, or
is expected to be provided in the future, that was not previously contractually required.

(in millions)

Cinergy Total
Recelvables DERF CinCapV Renewables Other Duke Energy

At December 31, 2010

VIE Balance Sheets ;
Restricted Receivables of VIEs $629 $637 $ 12 $ 20% 4 $1,302
Other Current Assets - - 4 282 8 294
Intangibles, net —_ —_ —_ 13 — 13
Restricted Cther Assets of VIES - - 76 (2 65 139
Cther Assets - - 23 -— 23
Property, Plant and Equipment Cost, VIES —_ - — 892 50 942
Less Accumulated Depreciation and Amoriization - - - 26) (29) (55
Qther Assets — - — 24 @ 21
Total Assets 629 637 115 1,203 95 2,679
Accounts Payable —_ - —_— 2 2 4
Non-Recourse Notes Payable 216 —_— — —_ = 216
Taxes Accrued —_ — - T - 1
Current Maturities of Long-Term Debt —_ - 9 45 7 61
Other Current Liabilities _- - 5 16 — 21
Non-Recourse Long-Term Debt - 300 71 518 87 976
Deferred Income Taxes —_ - - 191 — 191
Asset Retirement Obligation _ - — 12 - 12
Other Liabilities —_ - 22 4 — 26
Total Liabilities 216 300 107 783 96 1,508
Noncontrolling interests — —_— — 1 1
Net Duke Energy Comporation Shareholder's Equity $413 $337 & 8 $ 414 $ (2) $1.170

Cinergy Receivables.

Cinergy Receivables was formed in order to secure low cost
financing for Duke Energy Ohio, including Duke Energy Kentucky,
and Duke Energy Indiana. Duke Energy Ohio, Duke Energy Kentucky
and Duke Energy Indiana sell on a revolving basis at a discount,
nearly all of their customer accounts receivable and related collections
1o Cinergy Receivables. The receivables which are sold are selected in
order to avoid any significant concentration of credit risk and exclude
delinguent receivables, The receivables sold are securitized by
Cinergy Receivables through a facility managed by two unrelated
third parties and the receivables are used as collateral for commercial
paper issued by the unrelated third parties. These loans provide the
cash portion of the proceeds paid by Cinergy Receivables to Duke
Energy Chio, Duke Energy Kentucky and Duke Energy Indiana. The
proceeds obtained by Duke Energy Ohio, Duke Energy Kentucky and
Duke £nergy Indiana from the sales of receivables are cash and a
subordinated note from Cinergy Receivables (subordinated retzined
interest in the sold receivables) for a portion of the purchase price

|
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{typically approximates 25% of the total proceeds). The amount
bomowed by Cinergy Receivables against these receivables is
non-recourse to the general credit of Duke Energy, and the associated
cash collections from the accounts receivable sold is the sole source
of funds to satisfy the related debt obligation. Borrowing is limited to
approximately 75% of the transferred receivables, Losses on
collection in excess of the discount are first absorbed by the equity of
Cinergy Receivables and next by the subordinated retained interests
held by Duke Energy Ohio, Duke Energy Kentucky and Duke Energy
Indiana. The discount on the receivables refiects interest expense plus
an allowance for bad debts net of a servicing fee charged by Duke
Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana. Duke
Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana are
responsibie for the servicing of the receivables {cotlecting and
applying the cash to the appropriate receivables). Depending on the
experience with collections, additional equity infusions o Cinergy
Receivables may be required to be made by Duke Energy in order to
maintain a minimum equity balance of $3 million. The amourt
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borrowed fluctuates based on the amount 6f receivables soid. The
debt is short-term because the facility has an expiration date of less
than one year from the balance sheet date. The current expiration
date is October 2011. '

As noted above, Cinergy Receivables is required to maintain a
minimum net worth of $3 million. For the years ending
December 31, 2010 and 2009, Duke Energy infused $10 million
and $11 million, respectively, of equity to Cinergy Receivables to
remedy net worth deficiencies. There were no eguity infusions by
Duke Energy in 2008. The net worth deficiencies were partially
attributable to the economic downtumn starting in 2008 having a
negative impact on customers’ ability to pay their utility bilis. Cinergy
Receivables, Duke Energy Ohio, Duke Energy Kentucky and Duke
Energy Indiana continue to monitor arrearages to determine whether
an other-than-temporary impairment of receivables has occurred.

Cinergy Receivables is considered a VIE because the equity
capitalization is insufficient to support its operations, the power to
direct the most significant activities of the entity are not performed by
the equity holder, Cinergy, and deficiencies in the net worth of
Cinergy Receivables are not funded by Cinergy, but by Duke Energy,
The most significant activity of Cinergy Receivables relates to the
decisions made with respect to the management of delinquent
receivables. These decisions, as well as the requirement o make up
deficiencies in net worth, are made by Duke Energy and not by Duke
Energy Ohio, Duke Energy Kentucky or Duke Energy Indiana, Thus,
as discussed in Note 1, effective January 1, 2010, Duke Energy
began consolidating Cinergy Receivables, Neither Duke Energy Ohio
or Duke Energy Indiana consolidate Cinergy Receivables,

Prior to the consolidation of Cinergy Receivables by Duke
Energy, Duke Energy's Consclidated Balance Sheets reflected the
retained interest in the accounts receivable: ransferred to Cinergy
Receivables as Receivables and its equity in Cinergy Receivables
within Investments in Equity Method Uncdnsoelidated Affiliates. The
retained interest balance of $340 milfion at December 31, 2009 has
been reclassified to Restricted Receivables of Variable Interest Entities
on Duke Energy's Consolidated Balance Sheets to confam to current
year presentation,

DERF.

Buke Energy Carolinas securitizes certain accounts receivable
through DERF, a bankruptcy remote, special purpose subsidiary.
DERF is a wholly-owned limited fiability company of Duke Energy
Carolinas with a separate legal existence from its parent, and its
assets are not intended to be generally available to creditors of Duke
Energy Carclinas, As a result of the securitization, on a daily basis
Duke Energy Carolinas sells cerlain accounts receivable, atising from
the sale of electricity and/or related services as part of Duke Energy
Carolinas’ franchised electric business, to DERF. In order to fund its
purchases of accounts receivable, DERF has a $300 million secured
credit facility with a commercial paper conduit, which expires in
August 2012, Duke Energy Carolinas provides the senvicing for the
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receivables (collecting and applying the cash 10 the appropriate
receivables}. Duke Energy Carolinas’ bormowing under the credit
facility is limited to the amount of qualified recefvables sold, which
has been and is expected o be in excess of the amount bormowed,
which is maintained at $300 million. The debt is classified as long-
term since the facility has an expiration date of greater than one year
from the balance sheet date. .

The obligations of DERF under the facility are non-recourse to
Duke Energy Carolinas. Duke Energy and its subsidiaries have no
requirement to provide liguidity, purchase assets of DERF or
guarantee performance. DERF is considered a VIE because the equity
capitalization is insufficiert to support its operations. If deficiencies in
the net worth of DERF were to occur, those deficiencies would be
cured through funding from Duke Energy Carolinas. In addition, the
most significant activity of DERF relates to the decisions made with
respect 10 the management of delinquent receivables. Since those
decisions are made by Duke Energy Carglinas and any net worth
deficiencies of DERF would be cured through funding from Duke
Energy Carolinas, Duke Energy Carofinas met the accounting
requirements to consolidate DERF effective January 1, 2010,

As DERF has historically been consolidated by Duke Energy
Carolinas, the adoption of the new accounting niles related o VIES
effective January 1, 2010 had no significant impact on Duke Energy
Carolinas' Consolidated Financial Statements. -

See Note 6 for further information.

CinCap V.

CinCap V was created to finance and execute a power sale
agreement with Centrat Maine Power Company for approximately 35
MW of capacity and energy. This agreement expires in 2016. CinCap
V is considered a VIE because the equity capitalization is insufficient
to support its operations. As Cinergy has the power to direct the most
significant activities of the entity, which are the decisions to hedge
and finarce the power sajes agreement, CinCap V is consolidated by
Duke Energy. As CinCap V has historicatly been consolidated by
Duke Energy, the adoption of the new accounting rules related to
VIEs effective January 1, 2010 had no significant impact on Duke
Energy's Consolidated Financial Statements,

In addition to the amounts included in the above table for the
year ended December 31, 2010, CinCap V was:also consofidated by
Duke Energy for the year ended December 31, 2009 and included,
$94 million of notes receivable which are included on the
Consolidated Balance Sheets at December 31, 2009. Of this
amourt, $8 million is included in Receivables oh the Consolidated
Balance Sheets and $86 million is included in Restricted Assets of
Variable Interest Entities on the Consclidated Balance Sheets at
December 31, 2009, Also, $89 millicn of non-recourse debit was
included on the Consolidated Balance Sheets, of which $8 million is
included in Current Maturities of Long-Term Debt on the Consolidated
Balance Sheets and $81 million is included in Non-Recourse Long-
Term Debt of Variable Interest Envities on the Consolidated Balance
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Sheets at December 31, 2009, In addition, miscellaneous other
assets and liabitities are included on Duke Energy's Consolidated
Balance Sheets at December 31, 2009,

CinCap V has a note receivable with one counterparty whose
credit rating is BBB+. The cash flows from the note receivable is
designed to repay debt. The note receivable, with a balance of $85
million and $34 million at December 31, 2010 and 2009,
respectively, bears an effective interest rate of 9.23% and matures in
December 2016.

The maturity dates of the note receivabie at CinCap V at
December 31, 2010 are as fallows: $10 million in 2011, $11
million in 2012, $13 million in 2013, $15 million in 2014, $17
million in 2015 and $19 million thereafter.

CinCap V's debt was abtained from a bark and is non-recourse
to the general credit of Duke Energy. Duke Energy and its subsidiaries
have no requirement to provide liquidity, pujrchase assets of Cincap V
or guarantee performance. ?

Renewables.

As discussed in Note 6, during the second quarter of 2010,
Green Frontier Windpower, LLC, a subsidiary of DEGS, an indirect
wholly-owned subsidiary of Duke Energy, entered into a long-term
Ioan agreement for $325 million. The collateral for this loan is a
group of five renewable energy facilities located in Wyoming,
Colorado and Pennsylvania, Also, as discussed in Note 6, in
December 2010, Top of the World Wind Energy LLC, a subsidiary of
DEGS and an indirect wholly-owned subsidiary of Duke Energy,
entered into a long-term loan agreement for' $193 million principal
amount maturing in December 2028. The collateral for this loan is
substantially all of the assets of the Top of the World wind energy
facility.

in the second quarter of 2010, TX Solar I, LLC, a subsidiary of
DEGS and an indirect wholly-owred subsidiary of Duke Energy,
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entered into a long-term note purchase agreement for $45 million.
The collateral for this nate purchase agreement is substanitially all of
the assats of the TX Solar photovoltaic energy facility.

These renewable energy facilities are VIEs due to power
purchase agreements with terms that approximate the expected #ife of
the projects. These fixed price agreements effectively transfer the
commodity price risk to the buyer of the power. Duke Energy has
consolidated these entities since inception because the most
significant activities that impact the economic perfarmance of these
renewable energy faciliies were the decisions associated with the
siting, hegotiation of the purchase power agreement, engineering,
procurement and construction, all of which were made solely by
Duke Energy. .

The debt is non-recourse to the general credit of Duke Energy.
Duke Energy ard its subsidiaries have no requirement to provide
liquidity, purchase the assets of these renewable enengy faciliies or
guarantee performance except for a Green Frontier Windpower, LLC
$37 million multi-purpose letter of credit, Top of the World Wind
Energy, LLC's debt service reserve and operations and mairtenance
reserve guarantees with liability caps of $11 million and $10, million
respectively and a TX Solar |, LLC $2 million debt service reserve
guarantee. The assets are restricted and they cannot be pledged as
coliateral or sold to third parties without the prior approval of the debt
holders. ;

Other.

Duke Energy has other VIES with restricted assets and
non-recourse debt. These VIEs include certain on=site power
generation facilities. Duke Energy consolidates these particular on-site
pawer generation entities because Buke Energy has the power to
direct the majority of the most significant activities, which, most
notably involve the oversight of operation and maintenance refated
activities that impact the economic performance of these entities.
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NON-CONSOLIDATED VIES

The table beiow shows the VIES that the Duke Energy Registranis do not consolidate and how these entities impact Duke Energy's, Duke
Energy Ohio's and Duke Energy Indiana's respective Consolidated Balance Sheets. As discussed above and in Note 1, while Duke Energy began
consolidating Cinergy Receivables effective January 1, 2010, Duke Energy Ohio and Duke Energy Indiana do not consolidate Cinergy
Receivables as they are not the primary beneficiary. The non-consolidated VIES related to Commercial Power's renewables business and other
DEGS' businesses are reflected only in Duke Energy's Consolidated Financial Statements. The adoption of new accounting rules related to VIEs
effective January 1, 2010 did not have a significant impact on the presentation of these non-consolidated VIEs on: any of the Duke Energy

Registrants’ Consolidated Financial Statements.

Cinergy Cinergy
Receivables-  Receivables-
Duke Energy  Duke Energy Fotal
Chio Indiana  DukeNet Renewables Other EHiminations  Duke Energy
At December 31, 2010
Consolidated Balance Sheets , :
Receivables j 3216 $192 $ — $— § — $(408) $ —
Investments in equity method uncansolidated :
affiliates ‘ — — 137 95 23 —_— 255
Intangibles ‘ — —_ —_ — 119 — 119
Total Assets ‘ 216 192 137 95 142 {408) 374
Other Current Liabilities : —_ — — — 3 — 3
Deferred Credits and Other Liabilities — —_ — —_ 28 —_ 28
Total Liabilities ; — —_ — - 31 - a1
Net Duke Energy Corporation Shareholder's
Equity $216 $192 $137 $95 $111 ${408) $343

No financial support that was not previously contractuakly
required was provided te any of the unconsolidated ViEs during the
year ended December 31, 2010, or is expécted to be provided in the
future, ‘

With the exception of the power purchase agreement with the
Ohio Valley Electric Corporation (OVEC), which is discussed below,
and various guarantees, reflected in the table above as “Deferred
Credits and Other Liabilities”, which are discussed further in Note 7,
the Duke Energy Registrants are not aware of any situations where
the maximum exposure to loss significantly exceeds the canying
values shown above,

Cinergy Receivables.

As discussed above and in Nate 1, Cinergy Receivables is
conselidated only by Duke Energy. Accordingly, the retained interest
in the sold receivables recorded on the Consolidated Balance Sheets
of Duke Energy Ohio and Duke Energy Indana are eliminated in
consolidation at Duke Erergy. ‘

The proceeds obtained from the sales of receivables are largely
cash but do include a subordinated note from Cinergy Receivables for
a partion of the purchase price (typically apprmdmat&s 25% of the
total proceeds). The note, which amounts to $216 million and $193
million at December 31, 2010 and December 31, 2009,
respectively, for Duke Energy Ghio, and $192 million and $146
million at December 31, 2010 and Decerriber 31, 2009,
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respectively, for Duke Energy indiana, is subordinate to senior loans
that Cinergy Receivables obtains from cornmercial paper conduits
controlled by unrelated financial institutions. The ‘subordinated note is
a retained Interest {right to receive a specified portion of cash flows
from the sold assets) and is classified within Receivables in Duke
Energy Ohio's and Duke Energy Indiana’s Consolidated Balance
Sheets at December 31, 2010 and December 31, 2009. The
retained interests refiected on the Consolidated Batance Sheets of
Duke Energy Ohio and Duke Energy Indiana approximate fair value.
The carrying values of the retained interests are determined by
aliocating the carrying value of the receivables between the assets
sold and the interests retained based on relative fair value, The key
assumptions used in estimating the fair value for:Duke Energy Ohio
in 2010 were an anticipated credit loss ratio of 0.8, a discount rale
of 2.7% and a receivable tumover rate of 12.6%. The key
assumptions used in estimating the fair value for Duke Energy
Indiana in 2010 were an anticipated credit loss ratio of 0.5%, a
discount rate of 2.7% and a receivable tumover rate of 10.2%.
Because the receivables generatly tumover in fess than two menths,
credit losses are reasonably predictable due to the broad customer
base and lack of significant concentration, and the purchased
beneficial interest (equity in Cinergy Receivables) is subordinate to all
retained interests and thus would absorb losses first, the allocated
basis of the subordinated nates are not materially different than their
face value. The hypothetical effect on the fair value of the refained
interests assuming both a 10% and a 20% unfaymable variation in
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credit losses or discount rates is not material due to the short turnover
of receivables and historically low credit loss:history. interest accrues
ta Duke Energy Ohic, Duke Energy Indiana and Duke Energy
Kentucky on the retained interests using the accretable yield method,
which generally approximates the stated rate on the notes since the
allocated basis and the face value are nearly equivalent. An
impairment charge is recorded against the canrying value of both the
retained interests and purchased beneficial interest whenever it is
determined that an other-than-termporary impairment has occumed.

The following table shows the gross and net receivables soid,
retained interests, sales, and cash flows during the vears ended
December 31, 2010, 2009 and 2008, respectively:

) Duke Energy Ohio  Duke Energy Indiana
Receivables sold as of ‘ s
December 31, 2010 $373 $284
Less: Retained interests 216 192
Net receivables sold as ‘
of December 31,
2010 $157 $ 92
Duke Energy Ohio  Duke Energy Indiana
Receivables sold as of ;
December 31, 2009 $376 $243
Less: Retained interests 193 146
Net receivables sold as
of December 31, :
2009 $183 $ 97
Duke Energy Ohio  Duke Energy Indiana
Receivables sokd as of ;
December 31, 2008 $473 $225
Less: Retained intevests 174 117
Net receivables sold as '
of Decemnber 31, :
2008 $299 $108
Duke Energy Ohio  Duke Energy Indiana
Year Ended December 31,
2010
Sales :
Receivables sold $2,858 $2,537
Loss recognized on sale 26 17
Cash flows
Cash proceeds from
receivables sold $2,809 $2.474
Collection fees received | 1
Return received on retained !
interests 13

15
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Duke Energy Ohle  Duke Energy indiana

Year Ended December 31,

2009
Sales
Recelvabies sold $3,108 $2,398
Loss recognized on sale 26 16
Cash flows
Cash proceeds from

receivables sokd $3,063 $2,353
Collection fees received 2 1
Return recelved on retained

interests 15 12

Duke Energy Ohio . Duke Enesgy Indiana

Year Ended December 31,

2008
Sales
Receivables sold $3,316 $2,401
Loss recognized on sale k) 22
Cash flows
Cash proceeds from

recelvables sold $3,276 $2,389
Cdllection fees received 3 —
Retum received on retained

interests 21 15

Cash flows from the sale of receivables are reflected within
Operating Activities on Duke Energy Ohio’s and Dilke Energy

Indiana's Consolidated Statements of Cash Flows.

Collection fees received in connection with the servicing of
transferred accounts receivable are included in Operation,
Maintenance and Other on Duke Energy Ohio’s and Duke Energy

Indiana's Consolidated Staterments of Operations. -

The loss recognized on the sale of receivables is calculated
rmonthly by multiplying the receivables sokl duting the month by the
required discount which is derived monthly utilizing a three year
weighted average formula that considers charge-off history, late
charge history, and tumover history on the sold receivables, as well
as a component for the time value of money. The discount rate, or
component for the time value of money, is calculated monthly by
summing the prior month-end LIBOR plus a fixed rate of 2.39%.

DukeNet

As discussed in Note 3, on December 20, 2010, Duke Energy
sold a 50% ownership interest in DukeNet to Alinda for a net gain of
$139 million, The sale resulted in DukeNet becoming a joint veriure
with Duke Energy and Alinda each owning a 50% interest. In
connection with the formation of the new DukeNet joint venture, 2
five-year, $150 million senior secured credit facility was executed
with a syndicate of ten external financial institutions. DukeNet is
considered a VIE because it has entered into certain contractual
amangements that provide DukeNet with additional forms of
subordinated financial support. The most significant activities that
impact DukeNet's economic performance relate to its business
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development and fiber optic capacity marketing and management
activities. The power to direct these activities is jointly and equatly
shared by Duke Energy and Alinda. As a result, neither Duke Energy
nor Alinda consolidate the DukeNet joint venture. Accordingly,
DukeNet is now considered by Duke Energy as a non-consclidated
VIE that is reported as an equity method investment.

Unless consent by Duke Energy is given otherwise, Duke Energy
and its subsidiaries have no requirement to provide liquidity,
purchase the assets of DukeNet, or guarantee performance.

Renewables,

Duke Energy's Commercial Power business segment has
investments in various entities that generate electricity through the
use of renewable energy technology. Some of these entities, which
were part of the Catamount acquisition, are VIEs which are not
consolidated due to the joint ownership of the entities when they
were created. Instead, Duke Energy’s investment is recorded under
the equity method of accounting. These entities are VIES due to
power purchase agreements with terms thét approximate the
expected life of the project. These fixed price agreements effectively
transfer the commodity price risk to the buyer of the power.

Other.

Duke Energy’s Commercial Power business segment has
investments in various ¢ther entities that are VIEs which are not
consolidated. The mast significant of these investments is a 9%
ownership interest in OVEC. Through its ownership interest in OVEC,
Duke Energy Ohio has a contractual amangement through March
2026 to buy power from OVEC's power plants. The proceeds from
the sale of power by QVEC to its power purchase agreement
counterparties, including Duke Energy Chip, are designed to be
sufficient for OVEC to meet its operating expenses, fixed costs, debt
amortization and interest expense, as well as earn a return on equity.
Accordingly, the value of this contract is subject to variability due to
fluctuations in power prices and changes in OVEC's costs of business,
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including costs associated with its 2,256 megawatts of coalfired
generation capacity. As discussed in Note 5, the proposed
rulemaking on CCP’s could increase the costs of OVEC which would
be passed through to Duke Energy Ohio. The initial camying value of
this contract was recorded as an intangible asset when Duke Energy
acquired Cinergy in April 2006.

In addition, the company has guaranteed the performance of
certain entities in which the company no longer has an equity
interest. As a result, the company has a variable interest in certain
VIES that are non-consolidated. For a further discussion refer to
Note 7.

18. EARNINGS PER SHARE

Basic eamnings per share (EPS) is computed by dividing net
income attributable to Ouke Energy common stotkholders, adjusted
for distributed and undistributed eamings atlocated to participating
securities, by the weighted-average number of cdmmen shares
outstanding during the period. Diluted EPS is computed by dividing
net income atiributable to Duks Energy common stockholders, as
adjusted, by the diluted weighted-average number of common shares
outstanding during the period. Diluted EPS reflects the potenttial
dilution that could occur if securities or other agreements fo issue
commaon stock, such as stock options, phantom shares and stock-
based performanoe unit awards were exercised gr sefifed.

Effective January 1, 2009, Duke Energy began applying revised
acoounting guidance for EPS related to participating securities,
whereby unvested share-based payment awands that have
non-forfeitable rights 1o dividends or dividend equivalents (whether
paid or unpaid) when dividends are paid to common stockholders,
imespective of whether the award ultimately vests, constitute
participation rights and should be included in the computation of
basic EPS using the twa-class method. Ali prior period EPS data was
retrospectively adjusted to conform 1o these revised accounting
provisions.
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The foliowing table illustrates Duke Energy’s basic and diluted EPS calculations and reconciles the weighted-average number of common
shares outstanding to the diluted welghmd-ave:age number of common shares outstanding for the years ended December 31, 2010, 2009,

and 2008,
Average

(in millions, except per share amounts} Income Shares £EPS
2010 :
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating

securities — basic $1,315 1,318 $1.00
Effect of dilutive securities:

Stock options, performance and restricted stock 1
Income from continuing operations atiributable 1o Duke Energy common shareholders, as adjusted for participating

securities — diluted $1,315 1,319 %100
2009 :
Income from continuing cperations attributable to Duke Energy commean sharehoklers, as adjusted for participating

securities — basic $1,061 1,293 $0.82
Effect of dilutive securities:

Stock options, performance and restricted stock 1
Incorne from continuing operations attributable to Duke Energy commn shareholders, as adjusted for participating

securities — diluted $1,061 1,294 $0.82
2008
Income from continuing operations atiributable to Duke Energy common shareholders, as adjusted for participating

securities — basic $1,276 1,265 $1.01
Effect of dilutive securities: ‘

Stock opticns, performance and restricted stock 2
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating

securities — diluted ‘ 1,267 $1.01

As of December 31, 2010, 2009 and 2008, 13 miltion,

20 million and 15 million, respectively, of stock options, unvested
stock and performance awards were not included in the “effect of
dilutive securities” in the above table because either the aption
exercise prices were greater than the average market price of the
commeon shares during those periods, or performance measures
refated to the awards had not yet been met.

Beginning in the fourth quarter of 2008, Duke Energy began
issuing authorized but previously unissued shares of common stock
to fulfill obligations under its Dividend Reinﬁest'nent Plan (DRIP} and
other intemal plans, including 401(k} plans. During the years ended
December 31, 2010, 2009 and 2008, Duke Energy recsived
proceeds of $288 million, $494 million angd $100 million,
respectively, from the sale of common stock associated with these
plans,

19. SEVERANCE

In January 2010, Duke Energy annoinoad plans to offer a
voluntary severance plan to approximately 8,750 eligible employees.
As this is a voluntary plan, all severance benefits offered under this
plan are considered special termination bergeﬁt under GAAP. Special

|
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$1.276

fermination benefits are measured upon employee acceptance and
recorded immediately absent a significant retention period. if a
significant retention period exists, the cost of the special termination
benefits are recorded ratably over the remaining service periods of the
affected employess. The window for employees o request to
voluntarily end their employment under this plan opened on
February 3, 2010 and closed on February 24, 2010 for
approximately 8,400 eligible employees. Also in January 2010,
Duke Energy announced that it will consolidate oertain corporate
office functions, resulting in transitioning over the next two years of
approximately 350 positions from its offices in the Midwest o its
corporate headquarters in Charlotie, North Carolina. Employees who
do not relocate have the option 1o elect to participate in the voluntary
plan discussed above, find a regional position within Duke Energy or

remain with Duke Energy through a transition perlod, at which
time a severance benefit would be paid under Duke Energy's ongoing
severance plan. For employees affected by the consolidation of Duke
Energy's corparate functions in Charlotte, Nosth Garolina, the window
closed March 31, 2010, Approximately 900 employees accepted the
voluntary severance program.

Duke Energy recorded total expenses of $1?2 million for the
year ended December 31, 2010, of which $99 million was recorded




PART Il

DUKE ENERGY CORPORATION * DUKE ENERGY CAROLINAS, LLC * DUKE ENERGY OHIO, INC. * DUKE ENERGY INDIANA, INC.

Combined Notes o Consolidated Financial Statements ~ (Continued)

by Duke Energy Carolinas, $24 million was recorded by Duke Energy
Ohig and $33 million was recorded by Duke Energy Indiana. The
severance costs discussed above for Duke Energy Carolinas, Duke
Energy Ohio and Duke Energy Indiana, inclide an allocation of their
proportionate share of severance costs for employees of Duke
Energy's shared services affiliate that provides support to Duke Energy
Carolinas, Duke Energy Ohio and Duke Energy Indiana. Armounts
included in the table below represent the severance liability recorded
by Duke Energy Carolinas and Duke Energy Indiana for employees of
those registrants, and excludes costs allocated fram and paid by Duke
Energy’s shared services affiliate. '

Balance at ; Balance at
December 31,  Provision/ ! Cash December 31,
(in millions) 2009 Adjustments Reductions 2010
Duke Energy $7 $186 | $(106) $87
Duke Energy ;
Carolinas 1 &80 (40) 21
Duke Energy

Indiana — 4 (3) 1

20. STOCK-BASED compznspmqfu

For employee awards, equity classified stock-based
compensation cost is measured at the serviﬁ:e inception date or the
grant date, based on the estimated achievement of certain
performance metrics or the fair value of the sward, and is recognized
as expense of capitalized as a component af property, plant and
equipment over the requisite service period:

Duke Energy's 2010 Long-Term Incentive Plan {the 2010 Plan}
reserved 75 million shares of common stock for awards to employees
and outside directors. The 2010 Plan supejseded the 2006 Long-
Term Incentive Plan, as amended (the 2006 Pian}, and no additional
grants will be made from the 2006 Plan. Under the 2010 Plan, the
exercise price of each option granted cannot be less than the market
price of Duke Energy’s common stock on the date of grant and the
maximum option term is 10 years. The vesting periods range from
immediate to three years. Duke Energy has' historically issued new
shares upon exercising or vesting of share-based awards, In 2011,
Duke Energy may use a combination of nedv share issuances and
open market repurchases for share-based awards which are exercised
or become vested; however Duke Energy has not determined with
certainty the amaount of such new share isstiances or open market
repurchases. :

The 2010 Plan allows for a maximum of 18,75 million shares
of comman stock to be issued under various stock-based awards
other than options and stock appreciation rights,
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Stock-Based Compensation Expense

Pre-tax stock-based compensation expense recorded in the
Consalidated Statements of Operations is as follows:

For the Years Ended
December 31,
(in millions) 2010 2009@ 20089
Stock Optians $2 $2 s$2
Phantom Awards 26 17 17
Performance Awards 39 20 23
Other Stock Awards - 1 1
Total $ 67 $40 $43

(a) Excludes stock-based compensation cost capitalized as a component of property, plant
and equipment of $4 million, $4 mitlion and $3 million for the years ended
December 31, 2010, 2009 and 2008, respactively.

The tax benefit associated with the stock-based compensation
expense for the years ended December 31, 2010, 2009 and 2008
was $26 miflion, $16 million and $17 million, respectively.

Stock Oplion Activity
Weighted-
Weighted- Average  Aggregate
Average Remaining Intrinsic
Options  Exercise Life Value
(in thousancis} Price  (inyears) (in milllons)
Quistanding at
December 31, 2009 17,306 318
Granted 1,103 16
Exercised (1,335) 11
Forfeited or
expired (3,193) 24
Qutstanding at _
December 31, '
2010 13,881 $17 c32 $35
Exercisable at ‘
December 31, ;
2010 12,376 $17 23 $32
Optioris Expected to :
Vest 1,505 $16 88 $3

On December 31, 2009 and 2008, Duke Energy had

17 million and 19 million exercisable options, respectively, with a
weighted-average exercise price of $18 and $17, respectively. The
totaljintrinsic value of options exercised during the years ended

ber 31, 2010, 2009 and 2008 was $8 million, $6 miltion
and $11 million, respectively, with a related tax benefit of $3 million,

exertised during the years ended December 31, 2010, 2009 and
was $14 million, $24 million and $30 million, respectively.
There were 1,103,448 stock options granted duting the yéar ended
December 31, 2010, 603,015 stock options granted during the year
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ended December 31, 2009, and no stock gptions granted during the
year ended December 31, 2008. The options granted in 2010 were
expensed immediately, therefore, there is no future compensation
oost associated with these options. ‘

These assumptions were used to determine the grant date fair
value of the stock optians granted during 2010:

Weighted-Average Assumptions for Option Pricing

Risk-free interest rate@ 2.9%
Expected dividend yield® 6.3%
Expected life 6.0 yrs.
Expected volatility'® 204%

(a) The rigk free rate is based upon the U.S. Treasury Cdnstant Maturity rates as of the
grant date.

() The expected dividend yiald is based upon annualized dividends and the 1-year
average closing stock price.

{c) The expected term of options is derived from histerica data.

(d) Volatility is based upon 50% historical and 50% impiied volatility. Historic volatility is
based on Duke Energy’s historical volatility over the expected life using daily stock
prices. Implied volatility is the average for all option dontracts with a tern greater than
six months using the strike price clasest 10 the stock price on the valuation date.

Phantom Stock Awards

Phantom stock awards issued and outstanding under the 2006
and 2010 Plans generally vest over periods fram immediate to three
years, Phantom stock awards issued and otitstanding under the
1998 Plan generally vest over periods fromimmediate to five years.
Duke Energy awarded 1,046,902 shares {fair value of $17 million,
based on the market price of Duke Energy's common stock at the
grant date) during the year ended December 31, 2010, 1,095,935
shares (fair value of $16 million based on the market price of Duke
Energy's common stock at the grant date) during the year ended
Decernber 31, 2009, and 973,515 shares (fair value of $17 million
based on the market price of Duke Energy's common stock at the
grant date) during the year ended December 31, 2008.

The following table summarizes information about phantom
stock awards outstanding at December 31, 2010:

Shares Weighted Average Grant

(in thousands) Date Fair Value
Number of Phantom Stock
Awards:
Outstanding at i
December 31, 2009 2,366 $19
Granted 1,047 16
Vested (1,492) 20
Forfeited {158) 17
Qutstanding at December 31,
2010 1,763 $17
Phantom Stock Awards :
Expectad to Vest 1,639 $17
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The total grant date fair value of the shares vested during the
vears ended December 31, 2010, 2009 and 2008 was $29
million, $23 million and $20 million, respectively. At Decermnber 31,
2010, Duke Energy had $21 million of unrecognized compensation
cost which is expected to be recognized over a weighted-average
period of 2.8 years.

Employees who chose 1o leave Duke Energy under the voluntary
severance plan were nat eligible to receive any share-based awards
during 2010 regardiess of their release date. The annual share-based
awards were granted on February 22, 2010 which was during the
window of time for employees to request to voluntarily end their
employment. Due to the timing of the grant, the awards related to
thase employees who accepted the volurary severance program
were considered granted and then subsequently forfeited for reporting
purposes. Approximately 79,000 phantom award shares were
granted and then subsequently forfeited as a resuit.

Performance Awards

Stock-based awards issued and outstanding under the 2010
Plan and the 1998 Plan generally vest over thiee years if
performance targets are met. Vesting for certain stock-based
performance awards can occur in three years, at the eadiest, if
performance is met. Certain performance awards granted in 2010,
2008 and 2008 contain market conditions based on the total
shareholder return (TSR} of Duke Energy stock relativeto a
pre-defined peer group (relative TSR). These awards are vaiued using
a path-dependent madel that incorporates expected refative TSR into
the fair value determination of Duke Energy’s performance-based
share awards. The model uses three year historical volatilities and
comrelations for all companies in the pre-defined peer group, including
Duke Energy, to simutate Duke Energy's relative TSR as of the end of
the performance period. For each simulation, Duke Energy's relative
TSR associated with the simulated stock price at the enxt of the
perfarmance period plus expected dividends within the period results
in a value per share for the award portfolio. The average of these
simutations is the expected portfolio value per share. Actual life to
date results of Duke Energy’s relative TSR for each grant is
incorporated within the model. Other performance awards not
containing market conditions were awarded in 2010, 2009 and
2008. The performance goal for the 2010 award is Duke Energy's
Return on Equity {ROE) over a three year period. The performance
goal for the 2009 and 2008 is Duke Energy’s compounded annual
growth rate (CAGR) of annual diluted EPS, adjusted for certain items,
over a three year period. All of these awards are measured at grant
date price. Duke Energy awarded 2,733,950 shares {fair value of
$38 million) during the year ended December 31, 2010, 3,426,244
shares (fair value of $44 million) during the year ended
December 31, 2009, and 2,407,755 shares (fair value of $37
million) during the year ended December 31, 2008.
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The following table summarizes information about stock-based
performance awards outstanding at the maximum level at
December 31, 201C:

Shares Weighted Average Grant

{in thousangds) Date Fair Value
MNumber of Stock-based
Performance Awards:
Qutstanding at
December 31, 2009 6,869 $14
Granted 2,734 14
Vested (981) 15
Forfeited {1,072 15
Outstanding at December 31, :
2010 7,550 $14
Stock-hased Performance
Awards Expected to Vest 7,252 $14

The total grant date fair value of the shares vested during the
years ended December 31, 2010, 2009 and 2008 was $15
million, $20 miltion and $20 million, respactively. At December 31,
2010, Duke Energy had $25 million of unrecognized compensation
cost which is expected to be recognized over a weighted-average
period of 1.4 years,

Employees who chose to leave Duke Energy under the voluntary
severance plan were nof eligible to receive any share-based awards
during 2010 regardless of their release date. The annual share-based
awards were granted on Febryary 22, 2010 which was during the
window of time for emplayees to request to voluntasily end their
employment. Due to the timing of the grant, the awards related to
those employees who accepted the voluntary severance program
were considered granted and then subsequiently forfeited for reporting
purposes. Approximately 178,000 performance award shares were
granted and then subsequently forfeited as a result.

Other Stock Awards

Other stock awards issued and outstanding under the 1998
Plan vest over periods from three to five years. There were no other
stock awards issued during the years ended December 31, 2010,
2009 or 2008,

197

The foliowing table summarizes information. about other stock
awards outstanding at December 31, 2010:

Shares  Weighted Average Grant

(in thousands) Date Fair Vaiue
Number of Other Stock
Awards:
Outstanding at
December 31, 2009 168 $28
Vested {23) 28
Forfeited (14) 28
Cutstanding at December 31, .
2010 131 $28
Other Stock Awards Expected
fo Vest 131 $28

The total fair value of the shares vested during the years ended
December 31, 2010, 2009 and 2008 was $1 million, $1 million,
and $2 million, respectively.

21. EMPLOYEE BENEFIT PLANS

Duke Energy Corporation

Defined Benefit Retirement Plans

Duke Energy and its subsidiaries (including legacy Cinergy
businesses) maintain qualified, non-contributory defined benefit
retirement plans. The plans cover most U.S. employees using a cash
balance formula. Under a cash balance formula,.a plan participant
accurmulates a retirement benefit consisting of pay credits that are
based upon a percentage (which varies with age:and years of service)
of current eligible eamings and current inferest credits. Certain legacy
Cinergy U.S. employees are covered under plansi that use a final
average earnings formula. Under a final average eamings formula, a
plan participant accumulates a retirement benefit equal to a
percentage of their highest 3-year average eamings, plus &
percentage of their highest 3-year average eamings in excess of
covered compensation per year of participation {meaxmum of 35
years), plus a percentage of their highest 3-year average eamings
times years of participation in excess of 35 years. Duke Energy also
maintains non-qualified, non-contributory defined benefit retirement
plans which cover certain exscutives.

Duke Energy's palicy is to fund amounts on an actuarial basis to
provide assets sufficient to meet benefit payments io be paid to plan
participants. Duke Energy made confributions to its U.S. qualified
defined benefit pension plans of $40C million and $800 million
during the years ended December 31, 2010 and 2009, respectively.
Duke Energy made no contributions to its U.S. qualified defined
henefit pension plans during the year ended December 31, 2008.
Duke Energy anticipates making $200 million in contributions o its

g,
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U.5. qualified defined benefit pension plans during the year ended
December 31, 2011, '

Actuarial gains and losses subject to amortization are amortized
over the average remaining service period of the active employees.
The average remaining service period of active employees covered by
the qualified retirernent plans is 10 years. The average remaining
service petiod of active employees covered by the non-qualified
retirement plans is nine years. Duke Energy determines the market-
related value of plan assets using a calculatéd value that recognizes
changes in fair value of the plan assets in a jparticular year on a
straight line basis over the next five years.

Net periodic benefit costs disclosed in the tables below for the
qualified, non-qualified and other post-retirement henefit plans
represent the cost of the respective benefit plan for the periods
presented. However, portions of the net periodic benefit costs
disciosed in the tables below have been capitalized as a component
of property, plant and equipment.

As required by the applicable accounting rules, Duke Energy
uses a December 31 measurerment date for its defined benefit
retirement pian assets and obligations.

Qualified Pension Plans

Components of Net Periodic Pension Costs: Quafified Pension
Plans

For the Years Ended
December 31,

(in millions) 2010«  2000@  2008@
Service cost $ 96 $ 8 $ 92
Interest cost on projected benefit

obligation: 248 257 254
Expected fatum on plan assets {378) {362) (340)
Amortization of prior service cost 5 7 7
Amortization of actuarial loss - 50 2 13
Settlement and contractual termination

benefit cost 13 — —
Other 18 17 20
Net periodic pension costs $ 52 $ 6 % 46

(a) These amounts exclucde $16 million, $10 million ang $13 million for the years ended
December 31, 2010, 2009 and 2008, respectively, of regulaiory asset amortization
resulting flom purchase accounting adjustmenits associated with Duka Energy's menger
with Cinergy in April 2006.

Qualified Pension Plans — Other Changes in Plan Assets and
Projected Benefit Obligations

Recognized in Accumiiated Other Comprehensive Income
and Regulatory Asselst

For the year ended
December 31,
(in millions) 2010 2009
Regulatory assets, net increase (decrease) $350 §(2
Accumnulated other comprehensive (income)foss
Deferred income tax asset 143 9
Actuarial gains arising during the year (5) 8
Amortization of prior year actuarial losses ) (16) {1)
Reclassification of actuarial losses to regulatory
assets : (365) —
Prior service cost arlsing during the year -— (7)
Amortization of prior year prior service cost (3) 4
Reclassification of prior service cost to
regulatory assets (19) —
Net amount recognized in accumulated other -
comprehensive {income)/loss ${265)  $(11)

{a) Excludes actuarial losses of $3 million in 2010 and gains of $9 million: in 2009
recognized in other accumulated comprehensive incorme, net of tax, associated with a
Brazilian retirement plan.

Reconciliation of Funded Status to Net Amount Recognized:
Qualified Pension Plans

As of and for the Years

Ended December 31,
(in millions) 2010 2009
Change in Projected Benefit Obligation
Ohligation at prior measurement date $4,695 %4161
Service cost 96 85
Interest cost 248 257
Actuarial losses (gains) 190 415
Plan amendments 2 (5]
Obligation assumed from plan merger —_ 7
Settlement and contractual Eermination benefit cost 13 —
Benefits paid (383) {221)
Obligation at measurement date ~ $4,861 $4,695

The accumuiated benefit obligation was $4,611 million and
$4,409 mitlion at December 31, 2010 and 2009, respectively.

As of and for the Years

Ended December 31,
(in millions} ©2010 2009
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $4,224 $2853
Actual return on plan assets 556 787
Benefits pakl {383) (221)
Assets received from plan merger —_ 5
Employer contributions 400 800
Plan assets al measurement date

. $4,797  $4,224
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Qualified Pension Plans — Amounts Recnyuzed inthe
Consolidated Balance Sheets:

The following tadle provides the amounts related ko Duke
Energy’s qualified pension plans that are reﬂected in Other within
Jnvestments and Other Assets and Other within Deferred Credits and
Other Liabilities on the Consofidated Balance Sheets at December 31,
2010 and 2009:

As of December 31,
{in rillions) 2010 2009
Prefunded pension cast | $101 $ —
Accrued pension liability ‘ {165} {471)
Net amount recognized i $ (64) $471)

The following table provides the amounts related to Duke
Energy's qualified pension plans that are réﬂected in Other within
Regulatory Assets and Deferred Debits and AOCI on the Consolidated
Balance Sheets at December 31, 2010 and 2009:

; As of December 31,

(in millions) 2010 2009
Regulatory assets : $1,259  $909
Accumulated other comprehensive (income) loss

Deferred income tax asset ; (63) (206)

Prior service cost ! 5 27

Net actuarial loss : 141 528
Net amount recognized in accumulated other

comprehensive (income) loss? i $ B3 $ 349

(a) Excludes accumulated other comprehensive income: of $17 milfion and $21 miliion as

of Decerber 31, 2010 and 2009, respectively, nekoftax, associated with a Brazilian
retirerment plan.

Of the amounts above, $77 million qf unrecognized net
actuarial loss and $5 million of unrecognized prior service cost will be
recognized in net periodic pension costs in 2011,

Additional Information:

Qualified Pension Plans — Information fpr Plans with
Accumulated Benefit Obligation in Emeqs of Plan Assets

; As of December 31,
(in millions} ‘ 2010 2009
Projected benefit obligation ] $1,052 $4,605
Accumulated benefit obligation i 956 4,409
Fair value of plan assets : 951 4,224
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Assumptions Used for Pension Benefits Accounting

As of December 31,
(percentages) 2010 2009 2008
Benefit Obligations
Discount rate 500 550 6.50
Salary increase (graded by age) 410 450 450
2010 2009 2008

Determined Expense
Discount rate 550 650 6.00
Salary increase 450 450 5.00
Expected long-term rate of retum on pian

assels 850 850 850

The discount rate used to determine the cufrent year pension
obligation and following year's pension expense Is based on a yield
curve approach, Under the yield curve approach, expected future
benefit payments for each plan are discounted by a rate on a third-
party bond viek] curve comesponding to each duration. The yield
curve is based on a bond universe of AA and AAA-rated long-term
corparate bonds. A single discount rate is calculated that would yiek
the same present value as the sum of the discounted cash flows.

Non-Qualified Pension Plans

Components of Net Periodic Pension Costs: Non-Qualified Pension
Plans

For the Years Ended
December 31,

(in millions} 2010 2009 2008
Service cost $1 $2 $2
Interest cost on projected benefit

abligation 9 10 10
Amortization of prior sesvice cost 2 2 3
Amortization of actuarial loss _— — 1
Settternent credit - (1} —
Net periodic pension costs $12 $13 $16
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Other Changes in Plan Assets and Projected Benefit Obligations

Recognized in Regulatory Assets, Regulatiry Liabitties and
Accumulated Other Comprehensive Inoomie Non-qualrﬁed
Pension Plans

For the year ended
December 31,
(in millions) 2010 2009
Reguiatory assets, net increase ; $23 $—
Regulatory liabilities, net increase 3 —
Accumulated other comprehensive (lncorne)fbss
Deferred income tax asset 8 {4)
Actuariat {gains) losses arising dusing the year (8) 15
Amortization of prior year actuarial losses | —_ {1)
Reclassification of actuarial iosses to regulatory
assets (1) —
Reclassification of actuarial losses to regulatory
liabilities — —_
Amortization of prior year prior service cost (2) {3
Reclassification cf prior services cost to
reguiatary assets ‘ 1) —
Reclassification of prior services cost to regulatory
tiabilities (8) —
Net amount recognized in accumulated other
comprehensive (income)/loss $12) $7

Reconciliation of Funded Status to Net Amount Recognized:
Non-Qualified Pension Plans ‘

As of and for the Years

Ended December 31,
(in millions) 2010 2009
Change in Projected Benefit Obligation
Obligation at prior measurement date $173 $166
Seyvice cost ; 1 2
Interest cost 9 10
Actuarial losses (gains) : 2 14
Benefits paid (18) {19)
Qbligation at measurement date $167 $173
Change in Fair Value of Pian Assets
Benefits paid ${18) $Q9
Employer contributions 18 19
Pian assets at measurement date ' § — $ —

The accumulated benefit obligation was $160 million and
$159 miltion at December 31, 2010 and 2009, respectively.
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Amounts Recognized in the Consolidated Balance Sheets:
Non-Qugzlified Pension Plans

The following table provides the amounts related to Duke
Energy's non-gualified pension plans that are reflected in Other within
Deferred Credits and Other Liabilities on the Consalidated Balance
Sheets at December 31, 2010 and 2009:

As of December 31,
(in millions) 2010 2009
Accrued pension liability= $(167) $(173

(a) includes $19 miliion and $15 million recognized in Other within Current Liabillles on
the Consolidated Balance Sheets as of December 31, 2010 and 2008, respectivaly.

The fallowing table provides the amounts related to Duke
Energy’s non-qualified pension plans that are reflected in Other within
Regulatory Assets arxl Deferred Debits, Other within Deferred Credits
and Other Liabilities and AOCI on the Consolidated Balance Sheets at
December 31, 2010 and 2009:

As of December 31,

{in millions) 2010 2009
Reguiatory assets $23 $—
Regulatory liabllities 3 —
Accumulated other comprehensive (income) loss
Deferred income tax liability {asset) 1 7
Prior service cost 1 12
Net acwuarial {gain) loss 1) 8
Net amount recognized in accumulated other

comprehensive (income) loss $1 $13

Of the amounts above, $1 million of unrecognized prior service
costand $1 million of unrecognized net actuarial loss will be
recogrized in net periodic pension costs in 2011.

Additional information: Non-Qualified Pension Plans

Information for Plans with Accurmstated Benefit Obligation
Excess of Plan Assets

As of December 31,
{in miflions) 2010 2009
Projected benefit cbligation $167 $173
Accumulated benefit obligation 160 159
Fair value of plan assets —_— —
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Assumptions Used for Pension Benefits Ai:counﬂng

; As of December 31,
{percentages) i 2010 2008 2008
Benefit Obligations }
Discount rate . 500 550 650
Salary increase (graded by age) . 410 450 450
- 2010 2009 2008
Determined Expense }
Discount rate - 550 650 600
Salary increase | 4.50 4.50 5.00

The discount rate used to determine the current year pension
obligation and following year's pension expénse is based on a yield
curve approach. Under the yield curve approach, expected future
benefit payments for each plan are discounted by a rate on a third-
party bond yield curve corresponding to each duration, The yield
curve is based on a bond universe of AA and AAA-rated long-term
corporate bonds. A single discount rate is calculated that would yield
the same present vaiue as the sum of the d]scounhed cash flows.

Other Post-Retirement Benefit Plans |

Duke Energy and most of its subsidiaies provide some health
care and ife insurance benefits for retired employees on a
contributory and non-contributory basis. Empioyees are eligible for
these benefits if they have met age and service requirements at
retirement, as defined in the plans, '

Duke Energy did not make any contrltbutuons 10 its other post-
retirement benefit plans during the years erided December 31, 2010,
2009 or 2008.

These benefit costs are accrued over an employees active
service peried to the date of full benefits eligibility. The net
unrecognized transition obligation is amorti:Zed over 20 years,
Actuarial gains and losses are amortized o\dler the average remaining

service period of the active employees. Theiaverage remaining service

period of the active employees covered by the plan is 11 years.
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Components of Net Periodic Other Post-Retirement Benefit Costs

For the Years Ended
December 31,

{in millions) 2010w 2009@ 20089
Service cost $ 7 $ 7 $ 7
Interest cost on accumulated post-

retirement benefit obligation 38 46 44
Expected retum on plan assets (15) (16) (e
Amoartization of prior service credit {8) (8) 8
Amartization of net transitian lNability i1, 10 11
Amortization of actuarial gain {5y {5) {2
Prior pericd acoounting true-up

adjustment®! -— — {65)
Net periadic other post-retirement

benefit costs $28° $34 $(19)

(a) These amounts exclude $3 millian, $9 milkon and $9 milkon far the years ended
December 31, 2010, 2009 and 2008, respectively, of reguiatory asset amuxtization
sesulting from purchase accounting adjustments associated with Duke Enengy’s merger
with Cinengy in April 2006.

{b) Represents the comection of emors, primarily in periods prior % 2008, related to the
accounting for Duke Energy's other post-retivement benefit pfans that would have
reduced amounts recorded a5 other post-retirement benefit expense during those
historical perads. Of this amaunt, $15 mifion wasmpmlb.ad as a componsnt of
property, plant and equipment.

The Medicare Prescription Drug, Imprwernént and
Modemnization Act of 2003 (Modermization Act) lmmduced a
prescription drug benefit under Medicare (Medicare Part D} as well as
a federal subsidy to sponsors of retiree health care benefit plans.
Accounting guidance issued and adopted by Duke Energy in 2004
prescribes the appropriate accounting for the federal subsidy. The
after-tax effect on net periodic post-retirement betefit cost was a
decrease of $4 million in 2010, $3 million in 2009 and $3 wmillion
in 2008. Duke Energy recognized a $1 million and $5 mitlion
subsidy receivable as of Decernber 31, 2010 and 2009,
respectively, which is induded in Receivables onlhe Consolidated
Balance Sheets. ’
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Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Accumulated Other Comprehensive Income,
Regulatory Assets and Regulatory Llabllrhes. Other Post.
Retirernent Benefit Plans

Amounts Recognized in the Consalidated Balance Sheets: Other
Post-Retirement Benefit Plans

The following table provides the amounts related to Duke
Energy's ather post-retirement benefit plans that are reflected in Other

For the year ended  Within Deferred Credits and Other Liabilities on the Consolidated
December 31, Balance Sheets at Decernber 31, 2010 and 2009:
o mil
;'" m: z::) a ; j ?:(i:) 2:09 As of December 31,
egulatory assefs, net (decrease) increase 66 N Tomn | omnaa
Regulatory liabilities, net (decrease) increase 5 91 (nmilkons) 2010 2009
Accumulated other comprenensive (income)/ioss Accrued other post-retirement Habilityi2 $(537)  $(559)
Deferred income tax liahility 1 2) - " ool L sl
Actuariat {gain) loss arising during the year 3) 3 @ L"f,:‘;?‘df;"ﬂg"mmsgﬁm"ﬂ?m 5?%‘3‘{0";“',;','“283‘5“" W.m the
Amortization of priar year actuarial gains ? 1 1 ‘
Reﬁ;aés;ﬁlt?::tlon of actuarial fosses to regulatory @ The following table provides the amounts related i Duke
Amortization of prior year prior service credit 2 2 E@rgfs other post-retirement benefit plans_ that are reﬂec’ted in Other
Reclassification of prior service creditto within Regulatory Assefs and Deferred Debits, Other within Deferred
regulatory liabilities ; 9 —  Credits and Other Liabilities and AQC! on the Consolidated Balance
Amortization of prior year net transition liability ¥ {2)  Sheets at December 31, 2010 and 2008:
Reclassification of net transition liability to]
regulatory liabilities ‘ 2} — As of December 31,
Net amount recognized in accumuiated other {in millions) 2010 2009
comprehensive (income)ioss $ ) $ 2 Regulatory asscts $59 $73
Regulatory liabilities 86 91
Reconciliation of Funded Status to Aocrued Other Post-Retiement  Accumulated other comprehensive (income)/
Benefit loss:
Caosts Deferred income tax liability : 3 2
Net transition obligation — 4
As
Enﬁmgim Prior service credit 3) (14)
(i milions) T—- Net actuarial loss (gain} n 3
0
ne .ns : 2009 Net amount recogrized in accumulated other
Change in Benefit Obligation : comprehensive (income)/loss s 3§ ©
Accumutated post-retirement benefit obligation :
at prior measurement date ' $728 $738 - )
Service cost . 7 7 Of the amounts above, $10 million of unrecognized net
interest cost , 38 46 transition obligation, $3 miilion of unrecognized gains and $8 million
;Lf;" p?flﬂcll_)aﬂts' contributions : é:) (ﬂ) of unrecognized prior service credit (which will reduce pension
arial gain ; e inchi f i
Plan fransfer - 5 expense) will be recognized in net periodic pension costs in 2011.
Benedits paid ‘ (79) (80 .
Accrued retiree drug subsidy 6 5  Assumptions Used for Other Post-Retirement Benefits Accounting
Accumulated post-retirement benefit obligation
at measurement date $723 $728 As of December 31,
Change in Fair Value of Plan Assets {percentages) 2010 = 2009 2008
Plan assets at prior measurement date : $169 $169  perermined Benefit Obligation
Actual return on plan assets 19 28 DiscounT::te Obi g 5.00 5.50 6.50
Benefits paid : (79) (80) ' ' |
Employer contributions ‘ 42 31
Plan participants’ contributions ; 35 21 2010 2000 2008
Plan assets at measurement date i $186 $169  Determined Expense
Discount rate 550 . 650 6.00
: Expected long-term rate of retum on :
i plan assets 5.53.8.50 553850 5.538.50
: Assumed 1ax rate 35.0 350 350

DUKE ENERGY CORPORATION / 2010 FORM 10-K ; 202

{a) Applicable to the health care portion of funded post-setirement benefits.
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The discount rate used to determine the current year other post-
retirement benefits obligation and following iyear's other post-
retirement benefits expense is based on a yfeld curve approach.
Under the yield curve approach, expected flture benefit payments for
each plan are discounted by a rate on a third-party bond yield curve
carresponding to each duration. The yield curve is based on a bord
universe of AA and AAA-rated long-term cofporate bonds. A single
discount rate is calculated that would yield the same present value as
the sum of the discounted cash flows.

Assumed Hesith Care Cost Trend Rates

Medicare Trend Prescription Drug
Rate | Trerdd Rate
2010 2008 2010 2009
Heaith care cost trend rate
assumed for next year 850% 850% 9.80% 11.00%
Rate to which the cost trend
is assumed to decline (the :
ultimate trend rate) 500% 500% 5.00% 500%
Year that the rate reaches the 3
ultimate trend rate 2020 2019 2025 2024

(a) Health care cost trend rates include prescription drug trend rate due to the effect of the
Modemization Act.

Sensitivity to Changes in Assumed Health Care Cost Trend Rates

1-Percentage-  1-Percentage-
{in millions) Point Increase  Point Decrease
Effect on total service and interest costs $ 2 $ 2
Effect on post-retirement benefit
obligation 37 (33

Expected Benefit Payments: Defined Beniefit Retirement Plans

The following table presents Duke Energy's expected benefit
payments to participants in its qualified, non-qualified and other post-
retirement benefit pians over the next 10 years, which are primarily
paid out of the assets of the various trusts. These benefit payments
reflect expected future service, as appropriate.

: Other Post-

Qualified Non-Qualified Retirerment
(in milligns) Plans | Plans Plans®  Total

Years Ended December 31, :

2011 $ 438 © %20 $59% 517
2012 442 16 59 517
2013 431 .15 59 505
2014 428 16 60 504
2015 417 14 61 492
2016 - 2020 2,032 64 309 2405

{a) Duke Energy expects 1o rageive future subsidies under Madicare Part D of $4 mitlion in
each of the years 2011-2015, and a total of $23 milfion during the years 2016-2020.
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Plan Assets

Master Retirement Trust.

Assets for both the qualified pension and other post-retirement
benefits are maintained in a Master Retirement Trust (Master Trust),
Approximately 97% of Master Trust assets were allocated to qualified
pension plans and approximately 3% were allocated to other post-
retirement plans, as of December 31, 2010 and 2009, respectively.
The investment objective of the Master Trust is to achieve reasonabie
returns, subject to a prudent level of portfolio risk; for the purpose of
enhancing the security of benefiis for plan participants. The long-term
rate of retum of 8.25% as of December 31, 2010 for the Master
Trust was developed using a weighted-average calculation of
expected returns based primarily on future expected returns across
asset classes considering the use of active asset managers. The
weighted-average returms expected by asset classes were 2.6% for
U.S. equities, 1.45% for non-U.S. equities, 1.0% for global equities,
2.0% for debt securities, 0.3% for glohal private equity, 0.3% for
hedge funds, 0.3% for real estate and 0.3% for other global
securities. The asset allocation targets were set after considering the
investment objective and the risk profile. U.S. equities are hekd for
their high expected return. Non-U.S. equities, debt securities, and
real estate are held for diversification. Investments within asset
classes are to be diversified 1o achieve broad market participation and
reduce the impact of individual managers or investments. Duke
Energy regularly reviews its actual asset allocation and periodically
rebalances its investrments to the targeted allocation when considered
appropriate.

The Duke Energy Subsidiary Registrants’ qualified pension and
other post-retirement benefits are derived from the Master Trust, as
such, each are allocated their proportionate share of the assets
discussed below. ‘

The following table presents target and actual asset allocations
for the Master Trust at December 31, 2010 and 2009:

Percentage at
Tangst December 31,

Allocaton 2010 2009

Asset Category

U.S. equity securities 28% 30% 33%
Non-L).8. equity securities 15 19 20
Global equity securities 10 10 10
Debt securities .32 27 28
Global private equity securities - — -
Hedge funds 4 3 -
Real estate and cash 4 7 9
Ciher global securities 4 4 —
Total 100% 100% 100%
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VEBA It

Duke Energy aiso invests cther post-retirement assets in the
Duke Energy Corporation Employee Benefits|Trust (VEBA I} and the
Duke Energy Corporation Post-Retirement Medical Benefits Trust
(VEBA H). The investment ohjective of the VEBAS is to achieve
sufficient returns, subject to a prudent level of portfolio risk, for the
purpose of promoting the security of plan benefits for participants.
The VEBAs are passively managed.

The foilowing tables present target and actual asset allocations
for the VEBA | and VEBA |l at December 31, 2010 and 2009

Percentage at
December 31,
Targgt ————
VEBA | Allocation 2010 2009
Asset Category
U.S. equity securities 30% 2% 23%
Debt securities 45 34 37
Cash 25 44 40
Total 100% 100% 100%
VEBA I} !
‘ Percentage at
Target December 31,
Allccation 2010 2009
Asset Category
LS. equity securities 50% 1% —%
Debt securities 50 69 92
Cash — 30 8
Total 100% 100% 100%

Fair Value Measurements.

On December 31, 2009, Duke Energy|adopted the new fair
value disclosure requirements for pension and other post-retirement
benefit plan assats. The accounting guidance for fair value defines fair
value, establishes a framework for measuring fair value in GAAP in
the U.S. and expands disclosure requiremeqﬁ about fair value
measurements. Under the accounting guidance for fair value, fair
value is considered to be the exchange price in an orderly transaction
between market participants to sell an asset|or transfer a lizbility at
the measurement date. The fair value definition focuses on an exit
price, which is the price that would be received by Duke Energy to
sell an asset or paid to transfer a liability versus an entry price, which
would be the price paid 1o acquire an asset d;Jr received t0 assume a
liability. Although the accounting guidance for fair value does not
require additional fair value measurernents, it applies to other
accounting pronouncements that require or bermit fair value
measurements.

Duke Energy classifies recurring and m?pn-recumng fair value
measurements based on the following fair value hierarchy, as

prescribed by the accounting guidance for fair value, which prioritizes
the inputs to valuation techniques used to measure fair value into
three levels:

Level 1 — unadjusted quoted prices in active markets for
identical assets or liabilities that Duke Energy has the ability to
access. An active market for the asset or liability is one in which
transactions for the asset or liability occurs with sufficient
frequency and volume to provide engoing pricing information.
Duke Energy does not adjust quoted market prices on Level 1
for any blockage factor.

Level 2 — a fair value measurement utilizing inputs other than
a quoted market price that are observable, either directly or
indirectly, for the asset or liability. Level 2 inputs include, but are
nat limited to, quoted prices for simitar assets or Kabilities in an
active market, quoted prices for idertical or similar assets o
liabilities in markets that are not active and inputs other than
quoted market prices that are observable for the asset or Rability,
such as interest rate curves and yield curves ghservable at
commonly quoted intervals, volatilities, credit risk and default
rates. A Level 2 measurement cannot have more than an
insignificant portion of the valuation based on unobservable
inputs.

Level 3 — any fair value measurements which include
unchservable inputs for the asset or liability for more than an
insignificant portion of the valuation. A Level 3 measurement
may be based primarily on Level 2 inputs.

The following table provides the fair value measurement
amounts for Master Trust qualified pension and other post-retirement
assets at December 31, 2010:

Total Fair
Value
Amounts at
Decemnber 31,
(in millions) 20109 levell Level2 Level 3
Master Trust
Equity securities $2978 $2.019% 959 $ —
Corporate bonds 1,062 11 1,040 11
Short-term investment funds 484 469 15 -
Partnership Interests 108 —_ — 108
Hedge funds 94 — 94 —
Real estate investment trust 86 f— — 66
U.S. Government securities 138 — 138 —_
Other investments © (121) {84} 3 {40)
Guaranteed investment
contracts 38 —_ — 33
Government bonds — Forelgn 35 — 34 1
Cash 2 2 e —
Asset backed securities 9 — 8 1
Government and commercial ‘
mortgage backed securities 8 —_ 8 —_
Total Assets

$4,901 $2.417 $2,299 $185
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(@) Excludes $23 million in net receivables and paya::lels associated with security
purchases and sales.

{B) Includes pending investment sales (net of investment purchases} of $(1.39) mitlion,

The following table provides the fair value measurement
amounts for Master Trust qualified pensionland other post-retirerment
assets at December 31, 2009:

Total Fair
Val
Amountsft
December 31,

{in millions} 2009“ij level1 Level 2 Level 3
Master Trust
Equity securities $2,587 $1,733% 831 ¢ 23
Corporate bonds 1,008 — 989 19
Short-term investment funds 341 39 302 —
Partnership interests 109 — — 109
Real estate investment trust 64 - — 64
U.S. Govermment securities g7 — 57 —
Other investments 43 38 4 1
Guaranteed investment

contracts 38 — — 38
Government bongs — Foreign 33 —_ 32 1
Asset backed securities 19 — 18 1
Government and commercial

mortgage backed securities 14 —_ 14 —

Total Assets $4,313 $1,810 $2,247 $256

(©) Excludes $22 million in net receivables and payab
purchases and sales.

associated with security

The following table provides the fair value measurement
amounts for VEBA | and VEBA Il other postretirement assets at
December 31, 2010:

Total Fair

Value

Amounts at

December 31,
(in millions} 2010 Levell Level2 level3

VEBA NI

Cash and cash equivalents $30 $— 330 $—
Equity securities 12, — 12 —
Debt securities 17! — 17 —
Total Assets $59 $—  $59 $—

The following table provides the fair value measurement
amounts for VEBA | and VEBA |l other post-retirement assets at
December 31, 2009:

Total Fair

Value

Amounts at

December 31,
(in millions) 2009 Levell Llewel?2 Lewel3

VEBA Al ’

Cash and cash equivalents $27 $— $27 $—
Equity securities 12 11 1 -
Debt securities 19 — 19 —
Total Assets $58 $11 $47 $—
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The following table provides a reconciliation of beginning and
ending balances of Master Trust assets measured at fair value on a
recurring basis where the determination of fair value includes
significant unobsenvable inputs {Level 3} for the year ended
December 31, 2010:

Year Ended December 31, 2010
Master Trust
Balance at January 1, 2010 $ 256
Purchases, sales, issuances and setflements (net) 71}
Total gains/{losses), realized and unrealized and other —_
Balance at December 31, 2010 $185

The following table provides a reconciliation of beginning and
ending balances of Master Trust assats measured at fair value on a
recurming basis where the determination of fair value includes
significant unobservable inputs {Level 3} for the year ended
December 31, 2009:

Year Ended December 31, 2009
Master Trust
Balance at January 1, 2009 $318
Purchases, sales, issuances and seftlements (net) (23)
Total losses, {realized and unrealized) and other (39}
Balance at December 31, 2009 $256

Valuation methods of the primary fair value measurements
disclosed above are as follows:

investments in equily securities:

Investrments In equity securities are typically valued at the
closing price in the principal active market as of the last business day
of the quarter. Principal active markets for equily prices include
published exchanges such as NASDAQ and NYSE. Foreign equity
prices are translated from their rading curency using the currency
exchange rate in effect at the close of the principal active market.
Duke Energy has not adjusted prices to reflect for after-hours rarket
activity. Mast equity security valuations are Level 1 measures.
Investments in equity securities with unpublished prices are valued
as Level 2 if they are redeemable at the meastirement date.
Investments in equity securities with redemption restrictions are
valued as Level 3.

Investments in corporate borids and .S, govemment securities:

Most debt investments are valued based on a calculation using
interest rate curves and credit spreads applied to:the terms of the debt
instrument (maturity and coupon interest rate} and consider the
counterparty credit rating. Most debt valuations are Levet 2 measures.
If the market for a particular fixed income security is relatively inactive
or illiquid, the measurement is a Levet 3 measurement.
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Investments in short-term investment fmds.

Valued at the net asset value of units held at year end. -
Investments in short-term investment funds with published prices are
valued as Level 1. Investments in short-term investment funds with

unpublished prices are valued as Level 2. |

Investments in real estate investment trush

Valued based upon property appraisal tfeports prepared by
independent real estate appraisers. The Chief Real Estate Appraiser of
the asset manager is responsible for assun'né that the valuation
process provides independent and reasonable property market value
estimates. An external appraisal managemelflt firm not affiliated with
the asset manager fas been appointed to assist the Chief Real Estate
Appraiser in maintaining and monitering thd independence and the
accuracy of the appraisal process. i

Employee Savings Plans

[
|
Duke Energy sponsors employee savings plans that cover

substantially all U.S. employees. Most emplpye&s participate in a
matching contribution formula where Duke Fnerg! provides a
matching contribution generally equal to IOQ% of before-tax
employee contributions, of up to 6% of efigible pay per pay period.
Duke Energy made pre-tax employer mahchihg contributions of $85
million in 2010, $80 million in 2009 and $78 million in 2008.
Dividends on Duke Energy shares held by thfe savings plans are
charged to refained eamings when declared and shares held in the
plans are considered outstanding in the calculaton of basic and
diluted earnings per share, ‘

DUKE ENERGY CAROLINAS
Duke Energy Retirement Plans.

Duke Energy Carclinas participates in li)uke Energy sponsored
qualified non-contributory defined benefit irement plans. The plans
cover most U.S. employees using a cash bajance formula. Under a
cash balance formula, a plan participant atxj:umulates a retirernent
benefit consisting of pay credits that are based upon a percentage
twhich may vary with age and years of service) of current eligible
earnings and current interest credits. Duke Energy Carolinas also
participates in Duke Energy sponsored non-hual'rﬁed.
non-contributory defined benefit pension pla‘ns which cover certain
executives.

Duke Energy's policy is to fund amoums on an actuarial basis to
provide assets sufficient to meet benefits to be paid o plan
participants. Duke Energy Carolinas made contributions to Duke
Energy’s qualified defined benefit pension plans of $158 million
during each of the years ended December 31, 2010 and 2009.

DUKE ENERGY CORPORATION / 2010 FORM 10K

Duke Energy Caralinas made no corributions to Duke Energy's
qualified defined benefit pension plans during the year ended
December 31, 2008.

Actuarial gains and losses subject to amortization are amortized
over the average remaining service period of the active employees.
The average reraining service period of the active employees covered
by the qualified retirement plans is 10 years. The average remaining
seyvice period of active employees covered by the non-qualified
retirement plans is nine years, Duke Energy determines the market-
related value of plan assets using a caiculated value that recognizes
changes in fair value of the plan assets in a particular yearon a
straight-line basis over the next five years.

Net periodic pension costs disclosed in the tables below for the
qualified, non-qualified and other post-retirement benefit plans
represent the cost of the respective plan for the periods presented,
However, portions of the net periodic pension costs (benefits)
disclosed in the tables have been capitatized as a component of
property, plant and equipment.

As required by applicable accounting rules, Duke Energy uses a
December 31 measurement date for its defined benefit retirement
plan assets and obligations.

Prior to the year ended December 31, 2010, Duke Energy
Carolinas did not have any amounts reflected on its Consolidated
Balance Sheets associated with Duke Energy sponsored qualified
pension, non-qualified pension and other post-retirement benefit
plans.

Amounts presented in the tables below represent the amounts
of pension and other post-retirement benefit cast allocated by Duke
Energy for employees of Duke Energy Carolinas, Additionally, Duke
Energy Carolinas is allocated its proportionate share of pension and
other post-retirement benefit cost for employees of Duke Energy's
shared services affiliate that provides support to Duke Energy
Carolinas. These allocated amounts are included in the govemance
and shared services costs discussed in Note 13.

Qualified Pension Plans

Components of Net Periodic Pension (Benefif) Costs as allocated
by Duke Energy: Qualified Pension Plans

For the Years Ended
December 31,
{in millions} 2010 2009 2008
Service cost benefiteamed duringtheyear $ 36 $ 31 § 34
Interest cost an projected benefit obligation 111 95 94
Expected retum on plan assets (147) (142) (141
Amortization of prior service cost 1 1 1
Amortization of actuarial boss 27 2 9
Other 8 7 9
Net periodic pension (benefit) costs $ 16 $ & % 6
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Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets: Qualified Pension Plans

The following table provides the amounts related to Duke Energy
Carolinas' qualified pension plans that are reflected in Other within
Regulatory Assets and Deferred Debits on the Consolidated Balance

For the year ended 2 .

December 31, Sheets at December 31, 2010 and 2009:
{in mitliohs) 2010 2009 As of December 31,
Regulatory assets, net increase $628 $—  (inmillions) 2010 2009
Regulatory Assets $628 $—

Reconciliation of Funded Status to Net Amount Recognized:

Qualified Pension Plans
As of and for the Years

i Ended December 31,
{in miflions) : 2010 2009
Change in Projected Benefit Obligation
Obligation at prior measurement date $1,737  $1,537
Service cost 36 31
Interest cost 91 a5
Actuarial losses 57 154
Transfers 5) &)
Benefits paid I (130) (74)
Obligation at measurement date $1,786  $1,737

The accumulated benefit obligation was $1,743 million and
$1,687 million at December 31, 2010 and 2009, respectively.

As of and for the Years
Ended December 31,
{in millions) 2010 2009
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $1,602 $1,226
Actual return on plan assets 212 299
Benefits paid (130 74
Transfers (5) (6)
Employer contributions 158 158
Plan assets at measurement date $1,837 $1.,602
Amounts Recognized in the Consolidated Balance Sheets:
Qualified Pension Plans
The following table provides the amounts related to Duke

Energy’s Carolinas’ qualified pension plans 1
within Investments and Other Assets on the
Sheets at December 31, 2010 and 2009:;

that are reflected in Other
Consolidated Balance

As of and for the Years
Ended December 31,
(in millions) 2010 2009
Prefunded pension cost $51 $—
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Of the amounts above, $36 million of unrecognized net
actuarial loss and $1 millien of unrecognized priof service cost will be
recognized in net periodic pension costs in 2011.

Additional Information: Qualifled Pension Plans

Information for Ptans with Accumulated Benefit Obligation in
Excess of Plan Assets: as allocated by Duke Energy

" As of December 31,
{in millions) 2010 2009
Projected benefit obligation $— $1737
Accumulated benefit obligation —_ 1,687
Fair value of plan assets _— 1,602

Assumptions Used for Pension Benefits Accounting

As of December 31,
(percentages) 2010 2009 2008
Benefit Obligations ‘
Discount rate 5.00 5,50 6.50
Salary increase (graded by age) 4.10 450 450
2010 2009 2008

Determined Expense
Discount rate 550 650 6.00
Satary increase 450 450 5.00
Expected long-term rate of return on plan

assets 850 850 850

The discount rate used to determine the current year pension
obligation and following year's pension expense is based on a yield
curve approach. Uinder the yield curve approach, expected future
benefit payments for each plan are discourted by a rate on a thirc-
party bond yield curve comesponding to each duration. The yield
curve is based on a bond universe of AA and AAA-rated fong-term
corporate bonds. A single discount rate is calculated that would yiekd
the same present value as the sum of the discourted cash flows.
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Non-Gualified Pension Plans

Components of Net Perlodic Pension Costs as allocated by Dike
Energy: Non-Qualified Pension Plans

The following table provides the amounts related to Duke
Energy’s non-qualified pension plans that are reflected in Other within
Regulatory Assets and Deferred Dehits on the Consclidated Balance
Shests at December 31, 2010 and 2009:

For the Years Ended
December 31,
{in millions) 2010 2009 2008
Amortization of prior service cost $1 $1 $1
Interest cost on projected benefit obligation 1 1 1
Net periodic pension costs $2 $2 $2

Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets: Non-Qualified Pension Plans

As of December 31,
{in mitlions) . 2010 2009
Regulatory assets ‘ $3 $—

Of the amounts above, an insignificant amaunt will be
recognized in net pericdic pension costs in 2011.

Adiditional Information: Non-Qualified Pension Plans

Information for Plans with Accumulated Benefit Obligation in
Excess of Plan Assets: as allocated by Duke Energy

For the year ended

December 31,
(in millions) . 2010 2009
Regulatory assets, net increase $3 —

Reconciliation of Funded Status to Net Anmount Recognized:
Non-Qualified Pension Plans

As of December 31,
(in millions) 2010 2009
Projacted benefit obligation $21 $22
Accumulated benefit cbligation 20 21

Fair value of plan assets - —

Asofand for the Years  aAqsumptions Used for Pension Benefits Accounting

Ended December 31,
{in millions) 2010 2009 As of December 31,
Change in Projected Benefit Obligation {percentages) 2010 2009 2008
Obligation at prior measurement date $22 $20 :
Service cost — — M Obiigations

Discount rate 500 550 650

Interest cost 1 L salayi 410 450 450
Actuarial losses 1 4 alary increase . .
Benefits paid (3} (3)
Obligation at measurement date $21 $22 2010 2009 2008
Change In Falr Value of Plan Assets Determined Expense .
Benefits paid $(3) $(3) Discount rate 550 6.50 6.00
Employer contributions 3 3 Salaryincrease 450 4.50 5.00
Plan assefs at measurement date $— $—

The accumulated benefit obligation was $20 million and $21
million at December 31, 2010 and 2009, fespectively.

Amounts Recognized in the Consolidated Balance Sheets:
Non-Qualified Pension Plans

The following table provides the amounts related to Duke Energy
Carolinas’ non-gualified pension plans that are reflected in Other
within Deferred Credits and Other Liabilities on the Consolidated
Balance Sheets at December 31, 2010 and 2009:

As of December 31,
{in millions} 2010 2009
Accrued pension liability@ ${21) $—

(@) Includes $5 million and zer0 recognized in Other within Cument Liabilities on the
Consolidated Balance Sheets as of Decernber 31, 2010 and 2009, respectively.

The discount rate used to determine the current year pension
obiigation and fellowing year's pension expense is based on a yield
curve approach. Under the yield curve approach, expected future
benefit payments for each plan are discounted by'a rate on a third-
party bond yield curve correspending to each duration. The yield
curve is based on a bond universe of AA ard AAA-rated long-term
comporate bonds. A single discount rate is calculated that would yield
the same present value as the sum of the discourited cash flows.

Other Post-Retirement Benefit Plans

In conjunction with Duke Energy, Duke Energy Carolinas
provides some health care and life insurance benefits for refired
employees on a contributory and non-contributory basis. Employees
are eligibie for these benefits if they have met age and service
requirements at retirement, as defined in the plans.
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These benefit costs are accrued over an employee's active
service period to the date of full benefits eligibility. The net
unrecognized transition obligation is amortized over 20 years.
Actuarial gains and losses are amortized over the average remaining
service period of the active employees. The average remaining service
period of the active employees covered by the plan is 11 years.

Components of Net Periodic Other Post-Retirement Benefit Costs
as allocated by Duke Energy

For the Years Ended
December 31,
(in miilions) 2010 2009 2008
Sesvice cost benefit eamed during the year | $2%2¢%2
Interest cost on accumulated post-retirement benefit
obligation 17 21 21
Expected return on plan assets 10y (11> an
Amortization of prior service credit B B B
Amoartization of net transition liability 9 9 9
Amortization of actuarial loss 3 1 2
Net periodic other post-retirement benefit costs $16 $17 $18
Other Changes in Plan Assets and Proj Benefit Obligations
Recoghized in Regulatory Assets: Other Ppst-Retirement Benefit
Plans :
For the year ended
December 31,
(in millions) 2010 2009
Regulatory assets, net increase $49  3—

Reconciliation of Funded Status to Accrued Other Post-Retirement
Benefit Costs

As of and for the Years
Ended December 31,
(in millions) 2010 2009
Change in Benefit Obligation
Accumulated post-retirement benefit obligation jat
prior measurement date $338 $342
Service cost 2 2
interest cost 17 21
Plan participants’ confributions 24 18
Actuarlal gain (14) 2)
Transfer (1) (1)
Plan transfer — 2
Benefits paid (44) (47}
Accrued retiree drug subsidy 4 3
Accumulated post-retirernent benefit obligation at
measurement date $326  $338
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As of and for the Years
Ended December 31,
{in miilions) 2010 2009
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $114 $120
Actual return on plan assets 13 18
Benefits paid “44) @N
Employer contributions 18 5
Plan participants' contributions 24 18
Plan assets at measurement clate $125 3114

Amounts Recognized in the Consolidated Balance Sheets: Other
Post-Retirement Benefit Plans :

The following table provides the amourts related to Duke Energy
Caralinas’ other post-retirement benefit plans that are reflected in
Other within Deferred Credits and Other Liabilities on the
Consolidated Balance Sheets at December 31, 2010 and 2009:

As of December 31,
{in millions) 2010 2009
Actrued other post-retirement liability $(201) $—

The following table provides the amounts related to Duke Energy
Carplinas’ other post-retirement benefit plans that are reflected in
Other within Regulatory Assets anc Deferred Debits on the
Consolidated Balance Sheets at December 31, 2010 and 2009:

As of December 31,
(in millions) 2010 2009
Regulatory assets $49 $—

Of the amounits above, $9 mitfion of unrecognized net transition
obligation, $3 million of unrecognized losses and $5 million of
unrecognized prior service credit (which will reduce pension expense)
will be recognized in net periodic pension costs in 2011.

Assumptions Used for Other Post-Retiretment Benefits Accoumting

(percentages) 2010 2009 2008
Determined Benefit Obligations
Discount rate 5.00 5.50 6.50
2010 2009 2008

Determined Expense
Discount rate 5.50 6.50 6.00
Expectad long-term rate of retum on

plan assets 5.53-8.50 5.53-850 5.53-8.50
Assumed tax rate@ 35.0 35.0 35.0

{a) Applicable to the health care portion of funded post-retirerment benefits.
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The discount rate used to determine the current year other post-

retirement benefits obligation and fallowing

r's other post-

retirerment henefits expense is based on a yield curve approach,

Under the yiekt curve approach, expected fu’Fu

re benefit payments for

each plan are discounted by a rate on a third-party bond yield curve

corresponding to each duration. The yield cy

ve is based on a bond

universe of AA and AAA-rated long-term comporate bonds. A single
discount rate is calculated that would yield the same present value as

the surn of the discountad cash flows.

Assumed Health Care Cost Trend Rates®

Medicare Prescription Drug
Trend Rate Trend Rate
2010 2009 2010 2009
Health care cost trend rate
assumed for next year 850% 850% 9.80% 11.00%
Rate tc which the cost trend
is assumed 10 decline (the
ultimate trend rate) 500% bH5.00% 5.00% 5.00%
Year that the rate reaches the
ulimate trend rate 2020 2019 2025 2024

{a) Health care cost trend rates incluge prescription drug trend rate due to the cffect of the

Modemization Act. ‘
i
|

Sensitivity to Changes in Assumed Health Care Cost Trend Rates

Lpe

ge-  1-Percentage-
(in millions) Point increase  Paint Decrease
Effect on total service and interest costs $1 $ (1
Effect on post-retirement benefit
chligation 16 (14}

Expected Benefit Payments : Defined Benefit Retirement Plans

The following table presents Duke Energy’s expected benefit
payments made on behalf of Duke Energy darolinas to participants in
its qualified, non-qualified and other post-retirement benefit plans
over the next 10 years, which are primarily paid out of the assets of
the various trusts. These benefit payments reflect expected future

service, as appropriate.

Other Post-

Qualified Non-Qualified Retirement

(in millions}) Plans Plans Plans® Totai

Years Ended December 31,
2011 $177 $5 $ 26 $208
2012 182 3 26 211
2013 185 2 26 213
2014 187 2 26 215
2015 177 2 26 205
2016 - 2020 830 7 132 959

(3)  Duke Energy expects to receive on behalf of Duke Ere

gy Carolinas, future subsidies

under Medicare Part D of $3 million in each of the years 2011-2012, $3 million in
each of the years 2013-2015 and a total of $13 million dudng the years 2016-2020.
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Employee Savings Plans

Duke Energy sponsors, and Duke Energy Carolinas participates
in, an employee savings plan that covers substantially alt U.S.
employees. Duke Energy contributes a matching contribution equal to
100% of before-tax employea contributions, of up to 6% of eligible
pay per pay period. Duke Energy Carolinas expenged pre-tax plan
contributions, as allocated by Duke Energy, of $36 million in 2010,
$36 million in 2009 and $35 million in 2008,

DUKE ENERGY OHIO
Duke Energy Retirement Plans.

Duke Energy Ohio participates in qualified and non-qualified
defined benefit pension plans and other post-retirement benefit plans
sponsored by Duke Energy. Duke Energy allocates pension and other
post-retirement obligations ankd costs related to these plans o Duke
Energy Ohio.

Net periodic benefit cost disclosed in the tables below for the
qualified, non-qualified and other post-retirement benefit plans
represent the cost of the respective ptan for the periods presented.
However, portions of the net periodic benefit cast disclosed in the
tahles have heen capitalized as a component of property, plant and
equipment. 7

As required by the applicable accounting rules, Duke Energy
uses a December 31 measurement date for is defined benefit
retirernent plan assets and obligations.

Armounts presented in the tables below represent the amounts
of pension and other post-retirement benefit cost allocated to Duke
Energy Chio. Additionally, Duke Energy Chio is allocated its
proportionate share of pension and other post-retirement benefit cost
for employees of Duke Energy's shared services affiliate that provides
support to Duke Energy Ohio. These allocated amounts are included
in the govemance and shared services costs discussed in Note 13,

Gualified Penision Plans

Duke Energy's qualified defined benefit pension plans cover
substantially all employees meeting certain minimum age and service
requirements. The plans caver most employees using a cash balance
formula. Under a cash balance formuta, a plan participant
accumulates a retirement benefit consisting of pay credits that are
based upon a percentage (which varies with age and years of service)
of current eligible eamings and current interest credits. Certain legacy
Cinergy emplovees are covered under plans that use a final average
gamings formula. Under a final average eamnings formula, a plan
participant accumulates a retirement benefit equal to a percentage of
their highest 3-year average eamings, plus a percentage of their
highest 3-year average eamings in excess of covened compensation
per year of participation (maximum of 35 years), plus a percentage of
their highest 3-year average eamings times years of participation in
excess of 35 years. Duke Energy Ohio also parficipates in Duke
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Energy sponsored non-qualified, non—contrit‘nutory defined benefit
pension plans which cover certain mmuﬁv%.

Duke Energy's policy is to fund amourton an actuarial basis to
provide assets sufficient to meet benefits to be paid to plan
participants. In 2010, Duke Energy Ohio ml‘alde a cash contribution of
approximately $45 million, which represented its proportionate share
of a $400 miilion total contribution to Duke!Energy‘s qualified
pension plans. In 2009, Duke Energy Ohioimade a cash contribution
of $210 million, which represented its pro ‘ rionate share of an
$800 million total contribution to Duke Energy’s qualified pension
plans. Duke Energy did not make any contributions to its defined
benefit retirement plans in 2008. |

Actuarial gains and losses are amortized over the average
remaining service period of active employees. The average remaining
service period of active employees covered by the qualified retirement
plans is 10 years. The average remaining service period of active
employees covered by the non-qualified retifement plans is nine
years. Duke Energy determines the market-related value of plan
assets using a calculated value that recognizes changes in fair value
of the plan assets over five years.

Components of Net Periodic Pension Casts as allocated by Duke
Energy: Qualified Pension Plans

For the Years Ended
| December 31,

{in millions) 2010w 20099  2008@
Service cost eamed during the year $ 7 $ 8 $12
[nterest cost on projected benefit

obligation 33 38 42
Expecled return on plan assets 44) 43) (46)
Amortization of prior service cost 1 1 1
Amartization of actuarial loss 4 — —
Other 2 2 3
Net periodic pension costs $ 3 $ 6 $12

Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets and AQC!: Quaiified Pension

Plans

For the year ended
December 31,

(in millions) 2010 2009
Regulatory assefs, net increase $6 $1
Accumulated other comprehensive {income)loss -

Deferred income tax assat : 4 —

Actuarial (gain) loss arising during the year )] 2

Prior service credit arising during the year — (1)

Amortization of prior year actuarial losses (1) —

Amortization of prior year prior service cost (1 —_
Net amount recognized in accumulated other

comprehensive (income)floss $mM %1

Reconcillation of Funded Status to Net Amount Recognized:
Quabified Pension Plans

As of and for the Years

Ended December 31,
(in millions) - 2010 2009
Change in Projected Benefit Obligation
Obligation at prior measurement date $689 $694
Service cost 7 8
Interest oost 33 38
Acluarial losses 24 67
Plan amendments : —_ {2)
Transfers (54) {76}
Benefits paid (A8} (40}
Obligation at measurement date $651 $689

The accumulated benefit obligation was $616 million and
$640 million at December 31, 2010 and 2009, respeciively.

(a) These amounts exclude $7 million, $4 million and 54 millicn for the years ended
December 31, 2010, 2009 and 2C08, respectively, of reguiatory asset amortization
resulting from purchass accounting adjustrents associated with Duke Energy’s rmergar
with Cinergy in Aprit 2006.
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As of and for the Years

Ended December 31,
{in millions) © 2010 2009
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $557 $360
Actual retum on plan assets 65 103
Transfers (54) (76}
Benefits paid 48) (40}
Employer contributions 45 210
Plan assets at measurement date $565 $557
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Amounts Recognized in the Consolidated Balance Sheets:
Qualified Pension Plans

The following tabie provides the amounts related o Duke Energy
Ohio's qualified pension plans that are reflected in Other within
Deferred Credits and Other Liabilities on the Consolidated Balanoe
Sheets at December 31, 2010 and 2009:

As of and for the Years

Ended December 31,
{in millions) 2010 2009
Accrued pension liability $(86) $(132)

The following table provides the amounts related to Duke Energy
Ohig’s qualified pension plans that are reflected in Other within
Regulatory Assets and Deferred Debits and AOCH on the Consolidated
Balance Sheets at December 31, 2010 and 2009:

As of December 31,
(percentages) 2010 2003 2008
Determined Expense
Discount rate 550 650 6.00
Salary increase 450 450 5.00

Expected long-term rate of retum on plan assets 850 850 850

The disoount rate used to determine the current year pension
obligation art following year's pension expense is based on a yield
cuyve approach, Under the yield curve approach, expected future
benefit payments for each plan are discounted by a rate on a third-
party bord yield curve corresponding fo each duration. The yield
curve is based on a bond universe of AA and AAA-rated long-term
corporate bonds. A single discount rate is calculated that would yield
the same present value as the sum of the discourted cash flows.

Non-Qualified Pension Plans

As of December 31,

(in millions) 2010 2009
Regulatory Assets $111  $105
Accumulated Other Comprehensive Loss (Income)

Deferred income tax asset $(16) $(20)

Prior service cost 1 2

Net actuarial toss 45 55
Net amount recognized accumuiated other

comprehensive loss {income) $30 § 37

Of the amounts above, approximately $8 million of
unrecognized net actuarial loss and approximately $1 million of
unrecognized prior service cost will be recognized in net periodic
pension costs in 2011,

|
Additional Information: |
Qualified Pensien Plans—Information for Plans with Accumulated
Benefit Obligation in Excess of Plan Assets: as allocated by Duke
Energy |

As af December 31,
(in millions) 2010 2009
Projected benefit cbligation $651 $689
Accumulated benefit obligation 616 640

Fair value of plan assets 565 557

Assumptions Used for Pension Benefits A(j;comling

As of December 31,
{percentages) 2010 2009 2008
Benefit Obligations
Discount rate 500 550 650

Salary increase (gracled oy age) 410 450 450

Components of Net Periodic Pension Costs as allocated by Duke
Energy: Non-Qualified Pension Plans

Duke Energy Ohio’s non-qualified pension plan pre-tax net
periodic pension benefit costs as allocated by Duke Energy was
insignificant for the years ended December 31, 2010, 2009 and
2008,

Other Changes in Plan Assets and Projected Benefit Obligations

Recognized in Regulatory Assets and Accumutated Other
Comprehensive Income: Non-Qualified Pension Plans

Duke Energy Ohio's non-gualified pension plan Other Changes
in Plan Assets and Projected Benefit Obligations Recognized in
Regulatory Assets and Accumulated Other Comprehensive Income as
allocated by Duke Energy was insignificant for the years ended
December 31, 2010 and 2009,

Reconciliation of Funded Status to Net Amount Recognized:
Non-Qualified Pension Plans

As of and for the Years

Ended December 31,
(in millions} 2010 2009
Change in Projected Benefit Obligation
Obligation at prior measurement date $4 $6
Service cost -— —
Interest cost — —
Actuarial losses 3 -
Benefits paict (1) (2)
Obligation at measurement date . %8 $4
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. Asof and for the Years
Ended December 31,
(in millicns) 2010 2009
Change in Fair Value of Plan Assets
Benefits paid $(1) $(2)
Employer contributions 1 2
Plan assets at measurement date $— $—

The accumulated benefit obligation was $6 million and $4
riltion at December 31, 2010 and 2009, respectively.

Amounts Recognized in the Consolidated Balance Sheets:
Non-Qualified Pension Plans

The following table provides the amodms related 1o Duke Energy
Ohio's nen-qualified pension plans that arerefiected in Other within
Deferred Crediits and Other Liabilities on thé Consolidated Balance
Sheets at December 31, 2010 and 2009: |

As of December 31,
{in millions) 2010 2009
Accrued pension liabilityte! $(6) $(5)

{@ Includes $1 million and $1 million recognized in Gther within Current Liabilities on the
Consolidated Balance Sheets as of Decernber 31, 2010 and 2009, respectively.

Amaunts related 1o Duke Energy Ohic's non-gualified pension
plans that are reflected in Other within Reglilatory Assets and
Deferred Debits and AOCI on the Consolidated Balance Sheets were
insignificant at December 31, 2010 and 2009.

Additional Information: Non-Qualified Pension Plans

Information for Plans with Accumulated Benefit Obigation in
Excess of Plan Assets: as allocated by Duke Energy

As of December 31,
(in millions) 2010 2009
Projected benefit obligation $6 $4
Accumulated benefit obligation 6 4

Fair value of plan assets —_ —

The discount rate used to determine the current year pension
obligation and following year's pension expense is based on a yield
curve approach. Under the yield curve approach, expected future
benefit payments for each plan are disoourﬁed by a rate on a third-
party bond yield curve correspording to each duration. The vield
curve is based on a bond universe of AA and AAA-rated long-term
corporate bonds. A single discount rate is calculated that would yield
the same present value as the sum of the discounted cash flows.

DUKE ENERGY CORPORATION / 2010 FORM 10-K

213

Assumptions Used for Pension Benefits Accounting

As of December 31,
(percentages) 2010 2009 2008
Benefit Obligations
Discount rate 500 550 650
Salary inCrease 4.10 450 450
Net Periodic Benefit Cast
Discount rate 550 650 6.00
Salary increase 450 450 500
Other Post-Retirement Benefit Plans

Duke Energy Ohio participates in other post-retirement benefit
plans sponsored by Duke Energy. Prior 1o January 1, 2008, Cinergy
was the sponsor of the other post-retirement benéfit plans. Effective
January 1, 2008, Duke Energy became the sponsor of these other
post-retirement benefit plans. Duke Energy provides certain health
care and life insurance benefits to retired employees and thelr eligible
dependents on & contributory and non-contributory basis. These
benefits are subject to minimum age and service requirerents. The
heaith care benefits include medical coverage, dentat coverage, and
prescription drug coverage and are subject to certain limitations, such
as deductibles and co-payments. These benefit costs are accrued
over an employee's active service period to the date of full benefits
eligibility. The net unrecognized transition obligation is amortized over
approximately 20 years.

Actuarial gains and losses are amortized over the average
remaining service period of the active employees. The average
remaining service period of the active employees covered by the plan
is 11 years, During 2008, Duke Energy Ohio recorded pre-tax
income of $20 million related to the comection of errors in actuarial
valuations prior to 2008 that would have reduced amounis recorded
as other post-retirement henefit expense recorded during those
historical periods. Duke Energy did not make any contributions to its
other post-retirement plans in 2010, 2009 or 2008,

Components of Net Periodic Other Post-Retirement Benefit Costs
as allocated by Duke Energy

For the Years Ended

December 31,

(in millions) © 2010020092008
Service cost $1 %1 %1
Interest cost on accurnulated post-retirement benefit

obligation 3 4 4
Expected retum on plan assels ay qy @
Amortization of prior service credit n QO @
Prior period accounting true-up adjustment® —_ = {18)
Amortization of actuarial gain 2 @ Q)
Net periodic other post-retirement benefit costs $— $1 %16
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(@ These amounts exclude $2 million for each of the years ende December 31, 2010,
2009 and 2008 of regulatory asset amortizaticn resulting from purchase accounting
adjustrments associated with Duke Energy’s merger with Cinergy in April 2006.

{b) Includes the recognition af the approximate $20 millign correction of erors discussed
above. |

|
Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Accumulated Other Canplehensive Income,
Regulatory Assets and Regulatory Liabilities: Other Post-
Retirement Benefit Plans :

Amounts Recognized in the Consolidated Balance Sheets: Other
Post-Retirement Benefit Plans

The following table provides the amounts related to Buke Energy
Ohio's ather post-retirement benefit plans that are teflected in Cther
within Deferred Credits and Other Liabilities on the Consolidated
Balance Sheets at December 31, 2010 and 2003

As of December 31,
(in millions) 2010 2009
Accrued other post-retirement liability'® $(58) $(63)

For the year ended
December 31,

(in millions) 2010 2009
Regulatory assets, ret increase $— $32
Regulatory liabilities, net (decrease) increase 4 27
Accumulated other comprehensive (income)floss

Deferred income tax liability 3 (2)

Actuarial gain arising during the year (3) _

Amortization of prior year prior service credit —_ —

Amortization of prior year actuarial gains | 1 1

Amortization of prior year net transition

liability _ _

Net amounit recognized in accumulated other

comprehensive {incomeylass 51 $(L

Reconciliation of Funded Status to Accrued Other Post-Retirement

(a} Includes $2 million and $2 million recognized in Other within Current Liabilites on the
Consolidaied Balance Sheets as of December 31, 2010 and 2009, respettively.

The following table provides the amounts related 1o Duke Energy
Chio’s other post-retirement benefit plans that are reflected in Other
within Deferred Credits and Other Liabilities and AOCI on the
Consolidated Balance Sheets at December 31, 2010 and 2009:

As of December 31,

(in miliions) 2010 2009

Regulatory fiabilities $20 $24
Accumulated other comprehensive income

Deferred income tax liability $5 % 2

Prior service credit (1) (n

Benefit Costs Net actuarial loss gain 2) QO
Net amount recognized in accumulated other
As of and for the Years comprehensive (income)/loss $8 %©
Endied December 31,
{in millions} 2010 2009 Of the amounts above, $2 million of unrecognized gains and $1
Change in Benefit Obligation mitlion of unrecognized prior service credit (which will reduce pension
Accumulated post-retirement benefit obligation at expense) will be recognized in net periodic pension costsin 2011,
prior measurement date 70 $76
Service cost 1 1 Assumplions Used for Other Post-retirement Benefits Accounting
Interest cost 3 4
Plan participants' contributions 1 —
Actuarial loss 2 3 {percentages) 2010 2009 2008
Transfers (6) (10}  Benefit Obligations
Benefits paid (5) (5)  Discount rete 500 550 650
Accrued retiree drug subsidy — 1 Net Perlodic Benefit Cost
Accumulated post-retirement benefit obligation at Discount rate B50 6.50 6.00
measurement date $66 $70  Expected long-term rate of retum on plan assels 850 850 850
Change in Fair Value of Plan Assets Assumed Health Care Cost Trend Rates
Plan assets at prior measurement date $7 % 6
Actual return on plan assets 2 1 Medicare Trend  Prescription Drug
Benefits paid ‘ (5) (5 ‘ Rate Trend Rate
Employer contributions ‘ 3 5
Plan participants’ cantributions 1 — 2010 2009 2010 2009
Health care cost trend rate assumed
Plan assets at measurement date $8 $ 7 for next year 8.50%8.50% 9.80% 11.00%
Rate to which the cost trend is
assumed 1o decline (the ultimate
frend rate) 5.00% 5.00% 5.00% 5.00%
Year that the rate reaches the ultimate
trend rate
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|

Sensitivity to Changes in Assumed Health| Care Cost Trend Rates

1-Percentage-  1-Percentage-

{in mitlions) Poift Increase  Point Decrease
Effect on total service and interestcosts | $ 1 $ (1)
Effect on post-retirement benefit

obligation 21 (18)
Expected Benefit Payments

The following table presents Duke Energy’s expected benefit
payments made on behalf of Duke Energy Ohio to participants in its
qualified, non-qualified and cther post-retirement benefit plans over
the next 10 years, which are primarily paid out of the assets of the
various trusts. These benefit payments reflect expected future service,
as appropriate.

Cther Post-
Gualified Non-Qualified Retirement
{in millions} Plans Plans Plans Total
Years Ended December 31,
2011 $ 48 $1 $5% 54
2012 a7 1 5 53
2013 a7 — 5 52
2014 a6 — 5 51
2015 47 — 5 52
2016 - 2020 239 2 27 268
Employee Savings Plans

Duke Energy sponsors, and Duke Energy Ohio participates in,
an emplayee savings plan that covers substantially all U.S.
employees, Duke Energy contributes a matching contribution equal to
100% of before-tax employee contri buﬁon{, of up to 6% of eligible
pay per period. Duke Energy Ohio expensed pre-tax plan
contributions, as allocated by Duke Energy, of $4 million in 2010,
$4 million in 2009 and $6 million in 200§

\
DUKE ENERGY INDIANA 1
Duke Energy Retirement Plans. i

|

Duke Energy Indiana participates in qualified and non-qualified
defined benefit pension plans and cther post-retirement benefit plans
sponsared by Duke Energy. Duke Energy a*locates pension and other
post-retirement obligations and costs related to these plans to Duke
Energy Indiana. |

Net periodic benefit cost disclosed below for the qualified,
non-qualified and other post-retirement mﬁdt plans represent the
cost of the respective plan for the periods presented. However,
portions of the net periodic benefit cost disclosed have been
capitalized as a component of property, plant and equipment.
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As required by the applicatde accounting ruies, Buke Energy
uses a December 31 measurement date for its defined benefit
retirement plan assets and obligations. '

Amounts presented below represent the amounts of pension
and other post-retirement benefit cost allocated to Duke Energy
Indiana. Additionally, Duke Energy Indiana is allocated its
proportionate share of pension and other post-retirement benefit cost
for employees of Duke Energy's shared services affifiate that provides

_support to Duke Energy Indiana. These allocated amourts are

included in the governance and shared sefvices costs discussed in
Note 13.

Qualified Pension Plans

Duke Energy's qualified defined benefit persion plans cover
substantially ali employees meeting certain minimum age and sefvice
requirements. The plans cover most employees using a cash balance
formuta. Under a cash balance formula, a plan participant
accumuiates a retirement benefit consisiing of pay credits that are
based upon a percentage {which varies with age and years of service)
of current eligible eamings and current interest credits. Certain legacy
Cinergy employees are covered under plans that use a final average
eamings formula. Under a final average eamings formula, a plan
participant accumuiates a retirement henefit equal 1o a percartage of
their highest 3-year average eamings, plus a percentage of their
highest 3-year average earnings in excess of covered compensation
pet year of participation (maximum of 35 years), plus a percentage of
their highest 3-year average earnings times years of participation in
excess of 35 years, Duke Energy Indiana also participates in Duke
Energy sponsored non-qualified, non-contributory defined benefit
pension plans which cover cerfain executives.

Duke Energy’s policy is to fund amounts on.an actuarial basis to
provide assets sufficient to meet benefits 1o be paid to pian
participants. Duke Energy made qualified pension benefit
contributions of $400 million to its qualified pension plans in 2010,
of which $46 million represents contributions made by Duke Energy
Indiana for the year ended December 31, 2010. Duke Energy made
qualified pension benefit cortiributions of $800 million to its qualified
pension plans in 2009, of which $140 miltion represents
contributions made by Duke Energy Indiana for the year ended
December 31, 2009. Duke Energy did not make any contributions to
its defined benefit retirement plans in 2008,

Actuarial gains and losses are amortized over the average
remaining service period of the active employees. The average
remaining sexvice period of the active employeesicovered by the
qualified retirerment plans is 10 years. The average remaining sesvice
period of the active employees covered by the qualified retirement
plans is nine years. Duke Energy determines the market-related value
of plan assets using a calculated value that recognizes changes in falr
value of the plan assets over five years.
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Components of Net Periodic Pension (Benefit) Costs as allocated
by Duke Energy: Qualified Pension Plans |

I For the Years Ended
December 31,
{in millions) 2010 2009 2008
Service cost | $11 $ 9 $11
Interest cost on projected benefit obligation 32 33 33
Expected return on plan assets 45 (42 (37
Amortization of prior service cost 2 2 2
Amortization of actuarial loss 12 5 6
Other 2 2 2
Net periodic pension costs $14 $ 9 $17

Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets '

Amounts Recognized in the Consolidated Balance Sheets:
QGualified Pension Plans

The following table pravides the amounts related to Duke Energy
Indiana's qualified pension plans that are refiected in Other within
Deferred Credits and Other Liabilities on the Conselidated Balance
Shests at December 31, 2010 and 2009

As of ang for the Years

Ended Decernber 31,
(in millions) ' 2010 2009
Accrued pension liability $(63) $(97)

The following table provides the amounts refated to Duke Enengy
Inciiana’s qualified pension plans that are reflected in QOther within
Regulatory Assets and Deferred Debits on the Consolidated Balance
Sheets at December 31, 2010 and 2009:

Far the year ended
December 31,
{in millions} 2010 2009
Reguilatory assets, net decrease 4 306

Reconciliation of Funded Status to Net Ampunt Reﬁog’nized:
Qualified Pension Plans

As of and for the Years

_Ended December 31,
{in millions} 2610 2009
Change in Projected Benefit Obligation
Obligation at prior measurement date $602 $551
Service cost 11 9
Interest cost 32 33
Actuarial losses 32 45
Plan amendments 2 —
Transfers N (5)
Benefits paid 44) (31)
Obligation at measurement date $628 $602

The accumulated benefit obligation was $578 million and
$556 million at December 31, 2010 and 2009, respactively.

As of and for the

‘ears Ended December 31,
{in mitlions) 2010 2009
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $505 $307
Actual return on plan assets 65 94
Benefits paid {44) (31)
Transfers N (5
Employer contributions 48 140
Plan assets at measurement cate $565 $505

As of December 31,
(in millions) 2010 2009
Regulatory Assets $224 $228

Additional Information: Qualified Pension Plans

Information for Plans with Accumulated Benefit Obligation in
Excess of Plan Assets: as allocated by Duke Energy

As af December 31,
(in millions} - 2010 2009
Projected benefit obligation $628 $602
Accumulated benefit obfigation 578 556
Fair value of plan assets - 565 508

Assumptions Used for Pension Benefits Accounting

As of December 31,

(percentages) 2030 2009 2008
Benefit Obligations
Discount rate 500 550 650
Salary Increase 410 450 450
Net Periodic Benefit Cost :
Discount rate 55 650 600
Salary increase 4% 450 500
Expected tong-term rate of retur on plan :

assets 850 850 850
Non-Qualified Pension Plans
Components of Net Periodic Pension Costs as allocated by Duke
Energy: Non-Qualified Pension Plans

Duke Energy indiana’s non-gualified pension plan pre-tax net
periodic pension henefit costs, as allocated by Cinergy, were
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insignificant for the years ended December|31, 2010 and 2009 $1
rnillion for the year ended December 31, 2008.

Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets: Non-Gulalified Pension Plans

For the year ended
December 31,
{in millicns) 2010 2009
Regulatory assets, net increase (decrease) $1 $(1}

Reconciliation of Funded Stztus to Net Amount Recognized:

Non-Qualified Pension Plans

As of and for the Years

Ended December 31,
{in millicns) | 2010 2009
Change in Projected Benefit Obligation |
Obligation at prior measurement date $6 36
Service cost — —
Interest cost : —_ —_
Actuarial losses i e —_
Benefits paid i — —
Obligation at measurement date $6 $ 6
Change in Fair Value of Plan Assets
Benefits paid $(—) $—)
Employer contributions — —
Plan assets at measurement date | $— $—

The accumulated benefit obligation vJas $6 million and $6

million at December 31, 2010 and 2009,

respectively.

Amounts Recognized in the Consolidated Balance Sheets:

Non-Qualified Pension Plans

The foltowing table provides the amo¢ nfs related to Duke Energy
Indiana’s non-qualified pension plans that fare refiected in Other
within Deferred Cregits and Other Liabilities on the Consolidated

Balance Sheets at December 31, 2010 and 2009:

As of December 31,
{in millions} 2010 2009
Accrued pension liability® $(6) $(6)

{a) Includes $1 million and $1 millions recognized in %ver within Current Liabilities on the

Consolidated Balance Sheets as of December 31,

10 and 2009, respectively.

The following table provides the amo{:ms related to Duke Energy

Indiana's non-qualified pensien plans that
Assets on the Consolidated Balance Sheets
and 2009:

are reflected in Regulatory

at Decermber 31, 2010

As of December 31,
{in millions) 2010 2009
Reguiatory assets $3 $2
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Of the amounis above, an insignificant amount will be
recognized in net periodic pension costs in 2011.
Additional Information: Non-Qualified Pension Plans

Iinformation for Plans with Accumulated Benefit Obligation in
Excess of Plan Assets: as aliocated by Duke Energy

As of December 31,
{in millions} 2010 2009
Projected benefit cbligation $6 $6
Accumulated benefit obligation 6 6
Fair value of plan assets —_ —_

The discourt rate used to determine the cument year pension
obligation and following year's pension expense is based on a yield
curve approach. Under the vield curve approach, expected future
benefit payments for each plan are discounted by 2 rate on & third-
party bond yield curve corresponding to each duration. The yield
curve is based on a bond universe of AA and AAA-rated long-term
corporate bonds. A single disoount rate is caiculated that would yield
the same present value as the sum of the discounted cash flows.

Assumplions Used for Pension Benefits Accounting: Non-Qualified
Plans

As of December 31,
(percentages) 2010 2009 2008
Benefit Obligations
Discount rate 500 550 650
Salary increase 410 450 450
Net Periodic Benefit Cost
Discount rate 850 650 6.00
Satary increase 450 450 500
Other Post-Retirement Benefit Plans

Duke Energy Indiana participates in other gost-retirement benefit
plans sponscred by Duke Energy. Prior to January 1, 2008, Cinergy
was the sponsor of the other post-retirement benefit plans. Effective
January 1, 2008, Duke Energy became the sponsor of thess other
post-retirement benefit plans. Duke Energy provides cettain health
care and Jife insurance benefits to retired employess and thelr eligible
dependents on a-contributory and non-contributory basis. These
benefits are subject to minimum age and senvice requirements. The
health care benefits include medical coverage, dertal coverage, and
prescription drug coverage and are subject to ceftain limitations, such
as deductibles and co-payments. These benefit costs are accrued
over an employee’s active service period to the date of full benefits
eligibifity. The net unrecognized ransition obligation is amortized over
approximately 20 years. Actuarial gains and josses are amortized over
the average remaining service period of the activie employees. The
average remaining service period of the active employees covered by
the plan is 10 years.
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During the fourth quarter of 2008, Duke Energy Indiana

As of and for the Years
recorded pre-tax income of $19 million relatéd to the correction of {Ended Decemnber 31,
emors in actuarial valuations prior to 2008 that would have reduced {in millions} 2010 2009
amgunts recorded as o'che}r post-retirement b?qeﬁt expense recorded Change in Fair Value of Plan Assets
during those historical periods. Duke Energy did not make any Plan assets at prior measurement date $13 $10
contributions 1o its other post-retirement plans in 2010, 2009 or Actual return on plan assels 2 3
2008. | Benefits paid (15) {14)
| Employer contributions B § | 14
| icipants’ contributh 3 —
Components of Net Periodic Other Post-Retirement Benefit Costs Plan participants conlributions 1a $13
as allocated by Duke Energy Plan assels at measurement date $
F“&:ge"efwf 5’1“’9“ Amounts Recognized in the Consolidated Balance Sheets: Other
oer 2 Post-Retirement Benefit Plans
(in millions) 2010 2009 2008
Service cost $1 51 31 The following table provides the amounts related to Duke Energy
Interast cost on accumulated post-retirement P -t ; ected in
benefit obligation a 11 o Mmdiana’sather postretirement benefit plans that are roflected i
Expected retum on plan assats W @ ( Otherwithin Deferred Credits and Other Liabilities on the
Amortization of net transition liability — — 9  Consolidated Balance Sheets at December 31, 2010 and 2009:
Amortization of actuarial loss {gain) i 2 {4
Net periodic other post-retirement benefit “As of December 31,
cosls $9 $13  $14  (ih milions) 2010 2009
Accrued other post-refirement Habitity® - ${138)  ${14])
Other Changes in Plan Assets and Proj Benefit Obligations {a) Includes an insignificant amount recoanized in Other within Qunent Liabiliies on the
Reoognlzed in Regﬂatory Assets and R Liabilities: Other Consclidated Balance Sheets as of December 31, 2010 and 2009, respactively.
Post-Retirement Benefit Plans
The following table provides the amounts related to Duke Energy
Fortheyearended  Indiana's other post-retirement benefit plans that are reflected in
December 31, Other within Regutatory Assets and Deferred Debits and within Other
{in millions} 2010 2009  within Defemed Credits and Cther Liabilities on the Consolidated
Reguiatory assets, net decrease $(12) $(6 Balance Sheets at December 31, 2010 and 2009:
Regulatory fiabilities, net (decrease) increase ©) 16

As of December 31,

Reconciliation of Funded Status to Accruedl Other Post-Retirement (in millions) . 2010 2009
Benefit Costs Regulatory assets $90 102

Regulatory liabilities 58 &4

Asofand forthe Years  —
i Endedt December 31
| ——= :
(in millions) ‘ 2010 2000 Assumptions Used for Other Post-retirement Benefits Accounting
Change in Benefit Obligation As of December 31,
Accumulated post-retirement benefit obligation | 2010 2009 2008
at prior measurement date $154 $175 ¢ ) L
Service cost 1 1 Benefit Obligations
Interest cost 8 11  Discount rate 500 550 650
Plan participants’ contributions 3 — Nﬂ Periodic Benefit Cost
Actuarial {gain) loss 1 (197  Discount rate 550 650 600
Benefits paid (15) {14)  Expected long-term rate of return on plan :
Transfers {1) (1} assets 850 850 850
Accrued retiree drug subsidy 1 1
Accumulated post-retirement benefit cbligation
at measurement date $152 $154
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Assumed Health Care Cost Trend Rates

22. INCOME TAXES

Medicare Trend Prescription Drug
Rate Trend Rate

2010 2009 2010 2009

Health care cost trend rate
assurmed for next year 8.50% 8.50% 9.80% 11.00%

Raie to which the cost trend is
assumed to decline (the ultimate

trend rate) 5.00% 5.00% 5.00% 5.00%
Year that the rate reaches the
ultimate trend rate 202D 20192 2025 2024

Sensitivity to Changes in Assumed Healm; Care Cost Trend Rates

1-Percentage-  1-Percentage-

(in mittions) Point Increase  Point Decrease
Effect on total service and interest costs $1 $ M
Effect on post-retirernent benefit

ohligation 21 (18)
Expected Benefit Payments

The following table presents Duke Energy's expected benefit
payments to participants on behalf of Duke|Energy Indiana in its
qualified, non-gualified and other post-retirement benefit plans over
the next 10 years, which are primarily paid|out of the assets of the
various trusts. These benefit payments reflect expected future service,
as appropriate,

Other Post-

Qualified Non-Quatified Retirement
{in millions} Plans Plans Plans® Total

Years Ended December 31,

2011 $ 40 $— $13 % 53
2012 40 — 14 54
2013 33 — 14 52
2014 39 — 15 54
2015 41 — 15 56
2016 - 2020 220 2 73 295

(8) Duke Enengy expects to receive future subsidies under Megicare Part D on behalf of
Duke Energy Indiana of $1 million in each of the years 2010-2014, $2 million in
2015, and a tota) of $8 million during the years 2036-2020.

Employee Savings Plans

Duke Energy sponsors, and Duke Energy Indiana participates
in, an employee savings plan that covers substantially all U.S.
employees. Duke Energy contributes a matghing contribution equal t
100% of before-tax employee confributions, of up to 6% of eligible
pay per period. Duke Energy Indiana expensed pre-tax plan
contributions, as allocated by Duke Energy, (of $6 miillion in 2010,
$5 million in 2009 and $5 million in 2008.

DUKE ENERGY CORPORATION / 2010 FORM 10-K 219

Duke Energy and its subsidiaries file income tax returns in the
U.S. with federal and various state govemmental authorities, and in
certain foreign jurisdictions. The taxable income of Duke Energy and
its subsidiaries is reflected in Duke Enengy’s U.S. federal and state
income tax retums. These subsidiaries have & fax sharing agreement
with Duke Energy where the separate return method is used to
atlocate tax expenses and benefits fo the subsidiaries whose
investments or results of operations provide these tax expenses and
benefits. The accounting for income taxes essentially represents the
income taxes that each of these subsidiaries would incur if it were a
separate company filing its own tax return as a C-Corporation.

The following details the components of income tax expense:

INCOME TAX EXPENSE
For the Year Ended
December 31, 2010
Duke Duke Dukee
Duke  Energy Energy  Energy
(in millions) Energy Carolinas: Ohio Indiana
Curent income taxes
Federal $ (5 $ 3 s$107 $ 3
State 39 @ 8 16
Foreign 125 —_ — —
Total current income ‘
taxes 159 1 115 13
Deferred income taxes :
Federal 639 assg 6 123
State 8 75 12 22
Foreign . 20 — —_ —
Total deferred income '
taxes 742 463 18 45
Investment tax credit
amortization (11} N (1) @)
Total income tax expense
from continulng
operations 830 457 132 156
Total income tax benefit
from disocontinued
operations 1) — _ —_—
Total income tax expense
inclucled in Consolidated
Statements of
QOperations® $889 $457 $132 $156

{&) Included in the *Total current income taes” line above are uncertain tax benefits
relating primarily to certain bermporary differences of $352 million at Duke Enengy,
$300 million at Duke Energy Caralinas, $3 million at Duks Energy Chio and $7
million at Duke Energy Indiana. .
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For the Year Ended For the Year Ended
December 31, 2009 December 31, 2008
Duke  Duke Duke Duke Duke Duke
Duke Energy Energy  Energy Duke Erergy. Energy  Energy
(in millions} Energy Carolinas  Ohic  Indiana  {in millicns} Energy  Carolinas Ohio  Indiana
Current income taxes Current income taxes
Federai $(271) $0198) $ 77 % 2 Federal $ 60 $ (200 $110 %126
State 3 27 7 5 State 17 17 9 39
Fareign 96 — — — Foreign 68 — — —
Total current income Total current income
taxes (172) (223) 84 7 taxes 145 (3). 119 165
Deferred income taxes Deferred income taxes l
Federal 767 518 97 89 Feceral 388 329 52 {11}
State 148 89 7 22 State 50 54 2 {1}
Foreign 27 — — RO Foreign 46 —_ _ -—
Total deferred income Total deferred income
taxes 042 607 104 111 taxes 484 333 b4 {12}
Investment tax credit Investment tax credit ‘
amortization (12) (7 (2) 2) amertization (13) 8 (2) (3)
Totai income tax expense from Total income tax expense
comtinuing operations 758 377 186 116 from continuing operations 616 372 i 150 .
Total incorne tax benefit from Total income tax benefit from
discontinued operations {2) — — — discontinued operations 3 — _— —
Total income tax expense ' Tatal income tax expense
included in Consolicated i from exdraordinary item 37 — 37 —
Statements of Operations® $ 756 % 377 $186 %116
1 Total income tax expense
(3) Included in the “Total current incorne taxes” line aboJe are uncertain tax benefits included in Consolidated
relating primarily to certain temporary differences of $91 miflion at Duke Energy, Statements of Operations®  $ 650 $372 ' $208 $150

uncertain tax expenses of $42 million, $22 million and $20 million at Duke Energy
Carolinas, Duke Energy Ohio, ant! Duke Energy Indiana, respeciively.
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{a) Included in the "Total current income taxes” line above are uncestain tax benefits
relating primarily 10 certain temporary diflerences of $46 million at Duke Energy,
uncertain tax expenses of $2 million at Duke Energy Casolinas, uncertain ax benefits
of $17 million at Duke Enesgy Ohic and uncertein tax benefits of $18 mitiion at Dule

Energy Indiana.

Duke Energy Income from Continuing Operations before income

Taxes
For the Years Ended
December 31,
(in millions) 2010 , 2009 2008
Domestic $1,731 ; $1.433 31575
Foreign 479 398 316
Total income from continuing
operations before income taxes $2,210 . $1.831 $1,891 '
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|
Reconciliation of Income Tax Expense at the U.S. Federal

For the Year Ended
Statitory Tax Rate to the Actual Tax Expense from Continuing December 31, 2008
Operations (Statutory Rate Reconciliation) Duke  Duke  Dule
! Duke Energy Energy  Energy
Forithe Year Ended (in milions} Eregy Camlinas  Ohlo  Indiana
December 31, 2010
q')uke Duke Duke  Income fax expense, computed
Duke  Edergy Enesgy  Energy atthe statutory rate of 35% ~ $663  $372  $160 $143
{in millions) Energy Carolinas Ohio  Indiana State income tax, net of
' federal income tax efiect 43 46 7 25
Incoo‘;:ﬁJ tauégge;?;mmw Ta:a 1:::::;&! on foreign 3
) - — —
S ot T S48 SU0B $1S5 oG equity income 2 (3% @ (e
) ' j 41) {13) 7 (2)
federal income tax Other items, net {
effect 82 148 14 26 Total income tax expense
Tax differential on | from continuing
foreign eamings (22) P — — operations $616 $372 %171 $1%0
Goodwill impairment 2 73% 36.8%
charges 175 _ 237 _ Effective tax rate 325% 35.@% 3
AFLIDC equity income (82} {61} (2) {20) : . .
Other items, net an 16 9) ) Valuation allowances have been established for certain foreign
Total income tax and state net operating loss camyforwards that reduce deferred tax
expense from assets 0 an amount that will be realize| on a more-likely-than-not
continuing operations  $ 890 $457 $ 132 $156 basis. The net change in the total valuation allowance is included in
Effective tax rate 40.3% 35.3% (43.00% 35.5% laxdifferential on foreign eamings and State income tax, net of
federal income tax effect in the above table.
for the Year Ended :
Delember 31, 2009 Net Deferred Income Tax Liability Components
Duke  Duke  Duke For the Year Ended
Duke Energy  Energy  Energy December 31, 2010
{in millions) Energy  Carplinas Ohio  Indiana Duke Dulee Duke
Income tax expense, Duke  Energy Energy  Energy
computed at the statutory {in millions) Energy  Carolinas Ohio  Indiana
rate of 35% $ 641 $[378 $ B0 $111
State income tax, net of Defemred credits and other
federal income tax liabilities $ 679 $ 204 $ 61 $ 70
effect 98 A0 9 18 Tax Credit Canyforwards® 392 52 — 100
Tax differential on Other 262 15 19 5
foreign earnings (16) — — _—
Goodwill impairment Total deferred income '
charges 130 — 254 — tax assets 1,333 271 80 175
AFUDC equity income {53 44 1 (10)  Valuation allowance {145} - — -—
Other items, net (42} 3 6 )
Total | ta Net deferred income
oxponss from. tax assets 1188 80 175
continuing Investments and other
operations $ 758 $.377 $ 18 $116 assets {781} 675 (11) (41)
Effective tax rate 41.4%  349% . 7%  Accelerated depreciation
e tax ¢ W791% 367% e 6052 (2990 (L529)  (973)
Regulatory assets and
deferred debits {996) (513) a7 {93)
Total defered income tax
ligbilities (7,829) {1,178 ({(1.711) (1,107)
Net deferred income tax
liabilities $(6,641) $(3,907) $(1,631) $ (932
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(a} Ofthe tax credit carryforwards, $247 million relate

investment tax ¢redifs expiring in

For the Yesir Ended

2029 and subsequent periods and $145 millien relabes to altemative minimum tax
credits that have nf&;%ﬁo: ? " Flemale minram December 31, 2009
Duke Duke Duke
For|the Year Ended Duke Energy Energy  Energy
Decgmber 31, 2009 (in millions) Energy Carollnas - Ohio  Indiana
Duke  Duke Duke  Currentdefemed fax
Duke rey  Energy  Energy assets, included in
(in miltians) Energy  Cardlinas Ohio  Indiana other current assets $ 3 ¢ 82 % — % —
Non-current deferred tax
Deferred credits and other assets, included in
liabilities $ 591 $ 321 $ 35 $ &7 other investments and
Tax Credit Carryforwards 290 48 —_ 89 other assets 95 — - —
Other 260 20 13 3 Current deferred tax
Total deferred income liabliities, Included in ,
tax assets 1,141 389 A8 179 other current liabliies {27 - 43 {32)
Vaiuation allowance (163) — - — Non-current deferred tax
liabilities {5,615) 3,087y Q.,57N {679)
Net deferred income tax
assets o78 38 48 179 Total net deferred
income tax
Investments and other liabilities $(5,544)  $(3.025)  $(1,620) $(711)
assets (594) 539) (72) (30)
Accelerated depreciation . . ] "
rates (4744) (2323} (14360 (694 Deferred income taxes and foreign withholding taxes have not
Regulatory assets and been provided on undistributed eamings of Duke Energy's foreign
deferred debits {1,184 552} (160 (166)  subsidiaries when such amounts are deemed to be indefinitely
Otrer — — — T reinvested. The cumulative undistributed earnings as of
Total deferred income tax December 31, 2010 on which Duke Energy has not provided
fiabilities (6:522) (3414) (1668} (890) (efermed income taxes and foreign withholding taxes is $1.2 billion.
Net deferred income tax The amount of unrecognized defarred tax liability related to these
liabilities $(5,544) $(3,025) $(1620) $G711)  undistributed eamings is estimated at between $175 million and
The above amounts have been classified in the Consolidated $250 million.
Balance Sheets as foilows: cl o Un ized Tax Benefit
Deferred Tax Assets (Liabilities) For the Year Ended
December 31, 2010
o e Yok Crced Duke  Duke  Duke
! ’ Duke Energy  Energy Energy
Duke  Duke  Duke Energy Carolinas Ohlo  Indiana
Duke Energy Energy  Energy inmi ncreasaf{Decrease]
(in miflions) Energy Carolinas  Ohio Indana 1 mulons) [ )
Unrecognized Tax Benefits —
Current deferred tax
assets, included in January 1, $ 664 $517 §32 $28
other current assets $ 236 % 8 $ 9 § 41  Unrecognized Tax Benefits
Non-current deferred tax Changes
assets, included in Gross increases — tax
other investments and positions in prior
other assels 101 — — — periods 36 14 15 7
Non-current deferred fax Gross decreases — tax
liabilities (6,978) (3,988) (1,640) (973} positions in prior
Total net deferred 1 6 perlc_st @3) o 1) 13
income tax ‘ rgzsrr:er:lt:trgaersfoscj;x
liabilities $(6,641) $(3,907) $(1,631) $(932) positions 5 3 1 t
Settlements (320 (310} 2 2)
Total Changes (322) (300 {3) {7}
Unvecognized Tax Benefits — ‘
December 31, $ 342 $217 $29 $21
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recognized, would be recorded as a component of discontinued
operations. Duke Energy does net anticipate a significant increase or
decrease in unrecognized tax benefits in the next twelve months.

During the years ended December 31, 2010, 2009 and 2008,
Duke Energy recognized $26 million of net interest income, $7
million of net interest expense and $2 million of net interest income,
respectively, related to income taxes. At December 31, 2010 arvd
2009, Duke Energy’s Consolidated Balance Sheets included $33
million and $21 million, respectively, of interest receivabie, which
reflects all interest related 1o income taxes, and $3 milliors and $3
million, respectively, related to accruals for the payment of penalties,

Duke Energy Caroiinas. At December 31, 2010, Duke Energy
Carolinas had $105 million of unrecognized tax benefit that, if
recognized, may affect the effective tax rate or a regulatory lability, At
this time, Duke Energy Caralinas is unable to estimate the specific
effect 10 either. Duke Energy Carolinas does not anticipate a
significant increase or decrease in unrecognized tax benefits in the
next twelve months. -

During the years ended December 31, 2010, 2009 and 2008,
Duke Energy Carolinas recognized $18 millior of net interest income,
no net interest income or expense and $2 million of net imerest
expense, respectively, related to income taxes. At December 31,
2010 and 2009, Duke Energy Carolinas’ Consolidated Balance
Sheets included $34 million and $32 million, respectively, of interest
receivable related to income taxes. No amount has been accrued for
the payment of penalties in the Consolidated Balance Sheets at either
December 31, 2010 or 2009,

Duke Energy Ohio. At December 31, 2010, Duke Energy Ohio
had $1 million of unrecognized tax benedits that, if recognized, would
affect the effective tax, rate. Duke Energy Ohio does not anticipate a
significant increase or decrease in unrecognized tax benefits in the
next twelve months.

During the years ended December 31, 2010, 2009 and 2008,
Duke Energy Ohio recognized $4 million of net interest income, $8
million of net interest expense and $7 million of net interest income,
respectively, related to income taxes. At December 31, 2010 and
2009, Duke Energy Ohio had $1 million of infenest payable and $5
million of interest payable, respectively, which reflects ail inferest
related to income taxes. No amount has been accrued for the
payment of penalties in the Consolidated Balance Sheets at either
December 31, 2010 or 2009.

Duke Energy Indiana, At December 31, 2010, no portion of the
total unrecognized tax benefits, if recognized, would affect the
effective tax rate. Duke Energy Indiana does not anticipate a
significant increase or decrease in unrecognized tax benefits in the
next twelve months.

During the years ended December 31, 2010, 2009 and 2008,
Duke Energy indiana recognized $5 million of net interest income,
$5 miltion of net interest expense and $4 million of net irterest
income, respectively, related to income taxes. At December 31, 2010
and 2009, Duke Energy Indiana had interest payable of $2 million

PART I
DUKE ENERGY CORPCRATION * DUKE ENERGY CAROLINAS, LLC * DUKE ENERGY OHIO, INC. =
Combined Notes to Consolidated Financial Statements — (Continued)
For the Year Ended
Dacernber 31, 2009
Duke Duke Duke
Duke Energy  Energy  Energy
Energy Carolinas  Ohio  indiana
{in millions} Increase/(Decrease)
Unrecognized Tax Benefits
January 1, $572 $462 $15 $9
Unrecognized Tax Benefits
Changes
Gross increases — tax
positions in prior
periods 132 58 30 22
Gross decreases — tax
paositions in prior
periods (38) (11} (5] (1}
Gross increases —
current period tax
positions 11 8 1 2
Settlements (13} — (5) {4)
Total Changes 92 55 17 19
Unrecognized Tax Benefits —
December 31, $664 $517 $32 $28
For the Year Enced
December 31, 2008
Duke  Duke  Duke
Duke nergy  Energy  Energy
Energy Carolinas  Ohio  Indiana
(in millions) Increase/{Decrease)
Unrecognized Tax Benefits —
January 1, $348  [$189 $47  $30
Linrecognized Tax Benefits
Changes
Gross increases — tax
positions in prior
periods 294 281 — —
Gross decreases — tax
positicns in prior
pericds (65) (1) (22) (21
Gross increases —
current period tax
positions 5 3 — —
Settlements {7 — (10 —
Lapse of statute of
limitations (3) — — —
Total Changes 224 273 (32) (21)
Unrecognized Tax Benefits —
December 31, $572 $462 $ 15 $ 9
Duke Energy. At December 31, 2010, Duke Energy had $113
million of unrecognized tax benefits that, if|recognized, would affect
the effective tax rate or be classified as a regulatory liability. At this
time, Duke Energy is unable to estimate the specific effect to either,
At December 31, 2010, Duke Energy had/$11 million that, if
DUKE ENERGY CORPORATION / 2010 FORM 10-K
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Combined Notes to Consolidated Financial Statements — (Continued)

and $6 million, respectively, which reflects al
income taxes. No amount has been accrued
penalties in the Consclidated Balance Sheets
2010 or 2009.

Duke Energy and its subsidiaries are na
federal examination for years before 2004, T|
2005 are in Appeals. The Internal Revenue
auditing the federal income tax retums for ye
With few exceptions, Duke Energy and its su
subject to state, local or non-U.S. income tax
authorities for years before 2000.

As of December 31, 2010 and 2009,
million, respectively, of federal income tax reg
in Other within Current Assets on the Conscli
At December 31, 2009, the balance excees
Assets,

23. SUBSEQUENT EVENTS

| interest related to
for the payment of
at either December 31,

longer subject to U.S.
he years 2004 and
Service (iRS) is currently
ars 2006 and 2007.
bsidiaries are no longer
examinations by tax

$208 million and $359
ceivables were included
idated Balance Sheets.
ed 5% of Total Current

For information on subsequent events n
regulatory matters and commitments and cot
4 and 5, respectively,

24. QUARTERLY FINANCIAL DATA

plated to acquisitions,
ntingencies, see Notes 3,

UNAUDITED)

Duke Energy

{In millions, except per First Secomnd | Third Fourth
share data} Quarter Quarter Quarter Quarter Total
2010
Operating revenues $3,594 $3,287 $3,946 $3,445 $14,272
Operating income (loss) 761 (14) 1,033 681 2461
Net income (loss}

attributable to Duke

Energy Corporation 445 (222) | 670 427 1,320
Earnings (loss) per share:

Basict $ 034 $(0.1M8 051 $032% 1.00

Diluted@ $ 034 ${0.17)% 051 $032% 100
2009
Operating revenues $3,312 $2,913 $3,396 $3.110 312,731
QOperating income 681 528 445 595 2,249
Net income atfributable to

Duke Energy

Carporation 344 276 109 346 1075
Eamnings per share:

Basic® $0273 021 $008%0269% 083

Diluted@® $ 027 %021 %_0.08 $026% 083

(a) Quarterdy EPS amounts are meant fo be stand-alone chlcLiations and are not ahways

additive 10 full-year amount due to rounding.
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All amounts discussed below are pre-tax uniess otherwise
noted. .

During the first quarter of 2010, Duke Energy recorded the
following unusual or infrequently occurting item: a $68 million
charge related to a voluntary severance program {See Note 19).

During the second quarter of 2010, Duke Energy recorded the
fodlowing unusual or infrequently occuming iterms: & $500 million
non-cash goodwill impairment charge reiated to the non-regulated
Midwest generation reporting unit to write-down the value of the
goodwill t the estimated fair value {see Note 12); 2 $160 million
impairment charge related to certain generating assets and esmission
aliowances in the Midwest to write-down the value of these assels to
their estimated fair value {see Note 12); and a $76 million charge
retated o a voluntary severanoe program (See Note 19).

During the third quarter of 2010, Duke Energy recorded the
following unusual or infrequently oocusring items: a $44 million
charge to operating expenses to reflect the impact of a settiement
agreement provision which reduces the return on equity for a portian
of the Edwardsport IGCC plant construction costs (See Note 4): and a
$20 iltion charge related 1o a voluntary severance program {See
Note 19).

During the fourth quarter of 2010, Duke Energy recorded the
following unusual or infrequently oocurring items: & $102 million
gain on the sale of its 30% equity investment in G:=Comm
Corporation (See Note 13); a $139 milfion gain on the sale of a 50%
interest in DukeNet (See Note 3): and an $8 million charge related to
a voluntary severance program {See Note 19).

During the first quarter of 2009, Duke Energy recorded the
following unusual or infrequentty occurring item: a'$33 mitlion
charge associated with performance guarantees issued on behaif of
Crescent (see Note 7).

During the second quarter of 2009, Duke Energy recorded the
following unusual or infrequently cocurming item: a $33 million
charge associated with an adverse ruling on prior year's transmission
fees in Brazil {see Note 5).

During the third quarter of 2009, Duke Energy recorded the
following unusual or infrequently occurring items: & $371 million
non-cash goodwill impairment charge related to the non-regulated
Midwest generation reporting unit o write-down the value of the
goodwill tn the estimated fair value (see Note 12); and a $42 million
impairment charge related to cartain generating assets in the Midwest
to write-cown the value of these assets to their estimated fair value
{see Note 12).

During the fourth quarter of 2009, Duke Energy recorded the
following unusual or infrequently cccurring item: an $18 million
impairment charge to write-down the camying value of Intemationat
Energy’s investment in Attiki (see Note 13).
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Combined Notes to Consolidated Financial Statements - {Continued)

Duke Energy Carolinas
First  Second Thild  Fourth

{In millions} Quarter Quarter Quarter Quarter Total
2010

Operating fevenues  $1,545 $1,513 $1,877 $1,489 $6,424
Qperating incorne 347 313 521 264 1445
Net income 192 202 315 129 838
2009

Operating revenues  $1,353 $1,290 $1,544 $1,308 $5.495
Operating income 306 291 450 240 1,287
Net income 162 151 | 265 124 702

All amounts discussed below are pre-ax unless otherwise

noted. \

During the first quarter of 2010, Duke iEnergy Carolinas
recorded the following unusual or infrequently occurring item: a $42

million charge related to a voluntary severan
Note 19).

During the second quarter of 2010, Dy
recorded the following unusual or infrequent
million charge related to a voluntary severan
Note 19).

During the third quarter of 2010, Duke
recorded the following unusual or infrequent
million charge related to a voluntary severan
19).

During the fourth quarter of 2010, Dul
recorded the following unusual or infrequent
million charge related to a voluntary severan
19).

There were no unusual or infrequently

oe program (See

1ke Energy Caralinas
fy occurring item: a $43
o program (See

 Energy Carolinas
y occuming item: a $13
ce program (See Note

e Energy Carolinas
ly occuming item: a $1
ce program {See Note

oceurning items during

the first, second, third, or fourth quarters of 2009.
Duke Energy Ohio
First Second Third  Fourth
(In mitlions}) Quarter Quarter Quarter Quarter Totat
2010

Operating revenues $ 977 $649
Operating income {loss) 222 (781)
Net income (loss) 130 (759)

2009

Operating fevenues $1,006 %736
Operating incorme {loss) 167 99
Net income (loss} 85 45

$923 $780 $3,329
279 55  (225)
176 12 (441}

$872 $774 $3,388
(536) 136 (134
(628) 72 (426}

All amounts discussed below are pre-tax unless otherwise

noted.
During the first quarter of 2010, Duke

Energy Ohio recorded the

following unusual or infrequently occurring ftem: an $11 million
charge related to a voluntary severance preram (See Note 19).
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During the second quarter of 2010, Duke Erergy Ohie recorded
the following unusual or infrequently occurring items: a $461 million
non-cash goodwill impairment charge related to the non-regulated
Miclwest generation reporting unit to write-cown the value of the
goodwill to the estimated fair value (see Note 12}; a $160 million
impairment charge related to certain generating assets and emission
allowanoes in the Midwest to write-down the vatue of these assets to
their estimated fair value (see Note 12}; a $216 million non-cash
goodwill impaiment charge related to the Ohia T&D reporting unit to
write-down the value of the goodwill to the estimated fair value (See
Note 12); and a $10 million charge related to a voluntary severance
program (See Note 19). .

During the third quarter of 2010, Duke Energy Ohio recorded
the following unusual or infrequently occurring itein: a $2 million
charge related to a voluntary severance program (See Note 19).

During the fourth quarter of 2010, Duke Energy Ohio recorded
the following unusual or infrequently occurring item: a $17M charge
related to an unfavorable PUCO rufing for Ohio storm costs previously
deferred; a $1 million charge related to a voluntary severance
program (See Note 19}.

There were no unusual or infrequently occuning items during
the first, second, or fourth quarters of 2009.

During the third quarter of 2009, Duke Energy Ohio recorded
the following unusual or infrequently occuning items: 2 $727 million
non-cash goodwill impairment charge related to the non-regulated
Micwest generation reporting unit 1o write-cdown the value of the
goodwill to the estimated fair value {see Note 12} and a $42 million
impairment charge related to certain generating assets in the Midwest
1o write-down the value of these assets to their estimated fair value
(see Note 12).

Duke Energy Indiana

First Second Third Fourth
(in millions) Quarter Quarter Cuarlér Quarter Total
2010 :
Operating revenues $610 $579 $694 $637 $2,520
Operating income 121 109 149 127 506
Net income 70 57 9 66 285
2009
Operating revenues $613 $550 $622 $568 $2,353
Operating Income 102 96 113 112 423
Net income 48 40 5:5 58 201

All amounts discussed below are pre-tax unless otherwise
noted. :

During the first quarter of 2010, Duke Energy Indiana recorded
the following unusual or infrequently occurring ftem: a $10 million
charge refated to a voluntary severance program (See Note 19).
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Combined Notes to Consolidated Financial Statements — (Continued)

During the second quarter of 2010, Duke Energy Indiana
recorded the following unusual or infrequently occurring item: a $16
million charge related to a voluntary severance program (See Note
19). |

During the third quarter of 2010, DukeiEnergy Indiana recorded
the following unusual or infrequently occurrin‘g itemn: a $44 million
disallowance impaifment charge related to the Edwardsport IGCC
plant construction costs {See Note 4); and a 3 miltion charge
related to a voluntary severance program (SeTa Note 19).
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During the fourth quarter of 2010, Duke Energy Indiana
recorded the following unusual or infrequently occuming item: a $4
million charge related to a voluntary severance program (See Note
19).

There were no unusual or infrequently occurring items
during the first, second, third, or fourth quarters of 2009,
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DUKE ENERGY CORPORATION
Schedule | —Condensed Parerﬁt Company Financial Statements
Condensed Statements of Operations
Years Ended December 31,

(tn millions, excent per-share amounts) 2010 2009 2008
Operating Revenues $ — § — & —
Operating Expenses 52 1 &)
Operating {Lass) Income (52) {1 4
Equity in Eamings of Subsidiaries 1,384 1,095 1,275
Qther Income and Expenses, net 6 9 {3}
interest Expense 139 99 42
Income Before Income Taxes 1,199 1004 1,229
Income Tax Benefit (118) (59 (50
Income From Continuing Operations 1,317  (1,063) 1,279
Income (Loss) From Discontinued Operations, net of tax 3 12 16
tncome Before Extraordinary ltems 1,320 1075 1,295
Extracrdinary Items, net of tax — — &7
Net Income $1320 $1075 $1,362
Common Stock Data
Earnings per share (from continving operations

Basic $100 % 08 %101

Diluted $100 $ 082 $10
Earnings (loss) per share {from discontinued operations)

Basic | $§ — $ 001 $o002

Diluted ‘ $ — $ 001 $001
Earnings per share {before extraordinary items)

Basic $100 $ 083 %103

Diluted $100 % 083 § 102
Earnings per share (from extragrdinary items) '

Basic $ — % — $005

Diluted $ — $ — %005
Eamings per share

Basic $100 % 083 $1.08

Diluted $100 % 083 $1.07
Divicends per share $097 % D94 3 090
Weighted-average shares outstanding

Basic 1318 1,293 1,265

Diluted 1,319 1,204 1,267
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DUKE ENERGY CORPORATION
Schedule |—Condensed Parent Company Financial Statements
Balance Sheets
December 31,
{In millions, except per-share amounts) 2010 2009
ASSETS
Current Assels
Cash and cash equivalents $ 488 § 365
Receivables 913 1,240
Qther 3 ., 55
Total current assets '1,435 1,660
Investments and Other Assets
Notes receivable 450 - 450
Investment in consolidated subskdiaries 24410 23,361
Cther 525 1,099
Total investments and other assets 25,385 24910
Total Assets $26,820 $26,570
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 138 & 102
Taxes accrued 39 —
Other 58 71
Total current liatsilities . 235 173
Long-term Debt 3,222 2971
Other Long-Term Liabilities '
Deferred income taxes —_ 175
Other 841 1,501
Total other long-term liabilities 841 1,676
Commitments and Contingencies
Common Stockholders’ Equity
Common Stock, $0.001 par vaiue, 2 biflion shares authorized; 1,329 million and 1,309 million shares outstanding at
December 31, 2010 and December 31, 2009, respectively 1 1
Additional paid-in capital 21,023 20,661
Retained eamings 1,496 1,460
Accumulated other comprehensive loss 2 {372)
Total common stockholders’ equity 22522 21,7650
Total Liabilitles and Common Stockholders’ Equity $26,820  $26,570
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DUKE ENERGY CORPORATION
Schedule i—Condensed Parent Company Financial Statements
|
Condensed Statements of Cash Flows
Years Ended December 31,
{In millions) 2010 2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $1,320 $1,075 $1,362
Adjustments to reconcile net income to net cash provided by operating activities (1,142) (1,002 (748)
Net cash provided by operating activities 178 73 614
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of available-for-sale securities | - — (1,117
Proceeds from sales and maturities of available-for-sale securities 36 17 1,367
Distributions from wholly-owned subsidiaries 350 — -
Investment in wholly-owned subsidiary - (250) -
Notes receivable from affiliates, net 263 (272) (765}
Other 6 | 9 (19)
Net cash provided by (used in} investing activities 655 :  (496) (534)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the: |
Issuance of long-term delt | 522 1,740 77t
Issuance of common stack related to erhployee henefit plans 302 519 133
Payments for the redemption of long-term! debt (274) —_ —
Notes payable and commercial paper 2 (269) 112
Dividends paid (1,284) . (1,222) (1,143)
Other 26 15 27
Net cash {(used in} provided by financing activities (710) 783 (100}
Net increase (decrease) in cash and cash equivalents 123 360 (20)
Cash and cash equivalents at beginning of period 365 5 25
Cash and cash equivalents at end of period $ 488 § 365 3 5
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Schedule | — Condensed Parent Company Financial Statements - (Continued)

1. BASIS OF PRESENTATION 2. DEBT

Duke Energy Corporation {(Duke Energy} is a holding company Summary of Debt and Related Terms
that conducts substantiatty all of its business operations through its
subsidiaries. As specified in the merger conditions issued by various Welghted- December 31,
state commissions in connection with Duke Energy’s merger with (in millians) Ave;i YearDue 2010 2009
Cinergy Com. (Cinergy) in April 2006, there {are restrictions on Duke
Energy’s ability to obtain funds from certain of its subsidiaries though | cers e det 5.0% 2013-2019° $2,772 $2,521
dividends, loans or advances. For further infojrmaﬁon. see Note 4 to Commercial paper® 0.4% 450 450
the Consolidated Financial Staterments, *Reguiatory Matters.” Total long-term dei $3222 $2971

Accordingly, these condensed financial statements have been
prepared on a parent-onty basis. Under this gzarent-only presentation,
Duke Energy’s investments in its consol idatec# subsidiaries are
presented under the equity method of aooour?ling In accordance with
Rule 12-04 of Regulation S-X, these parent-only financial statements
do not include all of the information and footnotes required by
Generally Accepted Accounting Principles (GAAP} in the United
States (U.S.) for annual financial statements.| Because these parent-
only financial statements and notes do not include all of the
information and footnotes required by GAAP in the U.S. for annual
financial statements, these parent-only finangial statements and other
information included should be read in conjunction with Duke
Energy's audited Consolidated Financial Staternents contained within
Part Il, item B of this Form 10-K for the year ended December 31,
2010.
Duke Energy ard its subsidiaries file a consolidated federal
income tax refum and other state and foreign jurisdictional retums as
required. The taxable income of Duke Energy's whally-owned
operating subsidiaries is reflected in Duke Energy's U.S. federal and
state income tax returns. Duke Energy has a tax sharing agreement
with its wholly-owned operating subsidiaries, where the separate
return method is used to allocate tax expenses and benefits to the
wholly-owned operating subsidiaries whose investments or results of
operations provide these tax expenses and béneﬁis. The accounting
for income taxes essentially represents the infome taxes that Duke
Energy’s wholly-owned operating subsidiaries would incur if each
were a separate company filing its own tax rgtum as a C-Corporation.
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(@) Inchites $450 million at Decamber 31, 2010 and 2009 that wes classified 2s Long-
temn Dett on the Concolidated Balance Sheets dua to the existence of fong-tam credit
facilities which back-stop these commercial papar balanoes | atong with Duke Energy's
ability and intent to refinance these balances on a long-tem besis, The weighted-
average days to maturity was 14 days s of Decernber 31, 2010 and 2009,
respectively.

At December 31, 2010, Duke Energy has guaranteed
approximately $2.0 biliion of debt issued by Duke Energy Canolinas,
LLC, one of Duke Energy’s wholly-owned operating subskiiaries.

In March 2010, Duke Energy issued $450 million principal
amount of 3.35% senior notes due Agxil 1, 2015. Proceeds from the
issuance were used to repay $274 million of bormowings under the
master credit facility and for general corporate purposes.

In August 2009, Duke Energy issued $1 billion principal
amount of senior nates, of which $500 million canry a fixed intevest
rate af 3.95% and mature September 15, 2014 and $500 million
carry a fixed interest rate of 5.05% and mature Septerber 15,
2019. Proceeds from the issuance were used 1o radeem commercial
paper, to fund capital expenditures in Duke Energy’s unvegulated
businesses in the U.5. and for general corporate purposes.

In January 2009, Duke Energy issued $750 miflion principal
amount of 6.30% senior notes due February 1, 2014, Proceeds
from the issuance were used to redeemn commescial paper and for
general corporate purpases.

Annual Maturities as of December 31, 2010

(in millions)

2011 $ 450
2012 —
2013 249
2014 1,325
2015 450
Thereafter 748
Total long-term debt, including curment maturities $3.222
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3. COMMITMENTS AND CONTINGENCIES

Duke Energy and its subsidiaries are a|party to litigation,
environmental and other matters. For further information, see Note &
1o the Consolidated Financial Statements, “Commitments and
Contingencies.”

Duke Energy has various financial andi performance guarantees
and indermnifications which are issued in the normal course of
business. These contracts include performTce guarantees, stand-by
letters of credit, debt guarantees, surety bonils and indemnifications.
Duke Energy enters into these arrangements to facilitate commercial
transactions with third parties by enhancing! the value of the
transaction to the third party. The maximurr] patential amount of
future payments Duke Energy could have been required to make
under these guarantees as of December 311' 2010 was
approximately $4.4 billion. Of this amount, substartially all relates to
guarantees of wholty-owned consolidated enlptiﬁs, including debt
issued by Duke Energy Carolinas discussed iabcwe, and less than
wholly-owned consolidated entities. The majority of these guarantees
expire at various times between 2011 and ?035. with the remaining
performance guarantees having no contractual expiration. See Note 7
to the Consolidated Financial Statements, "Quamnm and
Indemnifications,” for further discussion of guarantees issued on
behalf of unconsolidated affiliates and third parties.

4. RELATED PARTY TRANSACTIONS

Balances due to or due from related pqrﬁa‘. included in the
Balance Sheets as of December 31, 2010 and 2009 are as follows:

December 31,
{in millions} 2010 2009
Assets (Liabitities)
Current assets due from affiliated companiestai $ 39 § 78
Current tiabilities due to affiliated companiese | $(135) $(101)
Non-current liabilities due to affiliated companies® $(766) $(766)

fa) Balance excludes assets or liabilities associated with imoney pocl arangements, which
are discussed below.
{b} The balances at Decermber 31, 2010 and 2009 are classified as Receivables on the
Balance Sheets.
() The balances at December 31, 2010 and 2009 are dassified as Acoounts Payable on
the Balance Sheets.
(d) The balances at December 31, 2010 and 2009 are classified a5 Other within Other
Long-Term Lizbilties on the Balance Sheets. .
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Duke Energy provides support to certain subsidiaries for their
short-term borrowing needs through participation in a meney pool
arrangement. Under this arrangement, certain sutisidiaries with short-
term funds may provide short-term loans o affiliates participating
under this arrangement. Additionally, Duke Energy provides loans to
subsidiaries through the maoney poot, but is not pémmitted to bortow
funds through the money pool amangement. Duké Energy had
receivables of approximately $872 mitlion and $1,135 million as of
December 31, 2010 ard 2009, respectively, clagsified within
Receivables in the accompanying Balance Sheets. Additionatly, Duke
Energy had maney pool-related receivables of $450 million classified
as Notes Receivable within Investments and Other Assets on the
Balance Sheets as of both December 31, 2010 and 2009. The
$263 mitlion decrease in money pool receivables’ during 2010 and
the $272 million increase during 2009 are reflected as Notes
Receivable from Affiliates, net within Net Cash (Used in) Provided by
Investing Activities on the Condensed Statements of Cash Flows. In
conjunction with the money pool amangement, Duke Energy recorded
interest income of approximately $7 miflion, $12;million and $23
million in 2010, 2009 and 2008, respectively, which is included in
Other Income and Expenses, net on the Condensed Statements of
Operations.

Duke Energy also provides funding to and sweeps cash from
subsidiaries that do not participate in the money pool. For these
subsidiaries, the cash is used in or generated from their operations,
capital expenditures, debt payments and other activities. Amounts
funded or received are camied as open accounts as either Invesirnents
and Agvances to Cansolidated Subsidiaries or as Other.Non-Current
Liabilities and do rot bear interest. These amounts are included
within Net Cash (Used in) Provided by Operating Activities on the
Condensed Statements of Cash Flows.

During the year ended December 31, 2010, Duke Energy
forgave a $29 million advance to Cinergy Corp. During the year
ended December 31, 2009, Duke Energy contritwited approximatedy
$250 miltion of capital to its wholly-owned subsidiary, Cinergy Corp.
Additionally, Duke Energy received dividends from Duke Energy
Carolinas of $350 million in 2010 and from Cinergy Cop. of $200
million in 2008, which are reflected within Net Cash (Used in)
Provided by Operating Activities on the Condensed Statements of
Cash Flows.



PART Il

DUKE ENERGY CORPORATION » DUKE

ENERGY CAROLINAS, LLC * DUKE ENERGY OHIO, INC, * DUKE ENERGY INDIANA, INC.

Schedule Il — Valuation and Qualifying Accounts and Reserves - (Continued)

Duke Energy
Additions:
Balance at Charged to Balance at
Beginning  Charged to Other : End of
{in millions) of Period Expense Accounts  Deductions® Period
December 31, 2010:
Injuries and damages® $ 984 $ 1 $— $127 $ 858
Allowance for doubtful accounts 42 26 — u 34
Allowance for doubtful accounts — restricted receivables of VIES® 6 7 22 1 34
Other'@ 39 120 44 180 3as0
$1,428 $154 $66 342 $1,306
December 31, 2009:
Injuries and damages® ! $1,035 $ — $— $51 ¢ 984
Allowance for doubtful accounts i 42 23 9 26 48
Other® 555 52 24 235 396
$1,632 $ 75 $33 $312 $1,428
Dacember 31, 2008:
Injuries and damagesb! $1,086 $ — $— $ 51 $1,035
Allowance for doubtfui accounts 67 34 — 59 42
QOtherta! 623 137 a6 241 555
$1,776 $171 $36 $351 $1,632

(@) Principally cash payments and resens reversals.
(b)  Principally asbestes reserves at Duke Energy Caroli
(¢) Principally aliowance for Cinergy Receivables which

Consofidated on January 1, 2010,

(d) Principally nuclear property insurance reserves at Duke Energy Carolinas, insurance freserves at Bison and ather reserves, inciuded in Other within Current Liabities o Other within
Deferred Credits and {ther Liabilities on the Consolidated Balance Sheets.

The valuation and reserve amounts abo
amounts,
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DUKE ENERGY CORPORATION * DUKE ENERGY CAROLINAS, LLC * DUKE ENERGY OHIO, INC. * DUKE ENERGY INDIANA, INC.

Schedule || — Valuation and Qualifying Accounts and Reserves - (Continued)

Duke Energy Carolinas
Adgditions :
Balance at Charged to Balance at
Beginning  Charged to Cther End of
{In millions} of Pericd Expense Accounts  Deductions Period
December 31, 2010:
Injuries angd damages® $ 980 $— $— $127 $ 853
Allowance for doubtful accounts 2 17 —_— 16 3
Allowance for doubtful accounts — restricted receivables of VIEs 6 1 - 1 6
Other & 124 31 3 25 133
$1,112 $49 $3 $169 995
December 31, 2009:
Injuries and damages® $1,031 $— $— $ 51 $ 980
Allowance for doubtful accounts 7 17 — 16 8
Qtherte 200 4 — 80 124
$1,238 $21 $— $147 $1,112
December 31, 2008:
Injuries and damagesto $1,081 $— $— $ 50 $1,031
Allowance for doubtful accounts 6 15 — 14 7
QOtherie 189 18 — 7 200
$1,276 $33 $— $ 71 $1,238

{a) Principally cash payments and reserve reversals.
(b) Principally asbestos reserves.
() Principally nuckear property insurance and other ress|

The valuation and reserve amounis ab
amounts.
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PART Il
[ 13
DUKE ENERGY CORPORATION + DUKE ENERGY CAROLINAS, LLC = DUKE ENERGY OHIO, INC, * DUKE ENERGY INDIANA, INC.
Schedule 11 — Valuation and Qualifying Accounts and Reserves — (Continued)
Duke Energy Ohio
Additions:
Balance at Charged to ' Balance at
Beginning  Charged to Other End of
(I millions} of Period Expense Accounts  Deductions® Period
Year Ended December 31, 2010: :
Allowance for doubtful acocounts $17 $1 $— $— $18
Environmental® 20 — 39 10 49
Uncertain Tax Provisions — 20 — 10 10
Othert® 1 - - 10 1
348 $21 $39 $30 $78
Year Ended December 31, 2009:
Allowance for doubtful accounts $18 $1 $— $2 $17
Environmental® 11 (§30)] 21 2 20
Other® 11 2 — 2 11
$40 $ (7) $21 $ 6 $48
Year Ended December 31, 2008:
Allowance for doubtiul accounts $3 $15 — $— $18
Environmental®? 8 4 — 1 11
Uncertain tax provisions'® 10 — — 10 —
Otheric 3 10 —_ 2 11
$24 $ 29 $-— $13 $40
(a} Principally cash payments and resense reversals,

() Included in Other within Deferred Credits and Other Ligbilities on the Consolidated Balance Sheets. tn 2008, PUCO issued an erder allowing the defermal of costs relaied 10 Manufactured
Gas Plant sites into a regulatory asset, which resulied jin a net credit to expense during 2009.

{c) Principaily mark-to-market and other reserves, included in Unrealized gains on mark-to-market arkl hedging transactions within Cument Assets and Other within Invesiments and Other
Assets, Unrealized losses on mark-to-market and hedging tansactions within Curent Liabilities and Other within Deferred Cregits and Other Liabilites on the Consolidated Balance
Sheets. |

(d) Included in Taxes accrued and Interest accrued wilhid Current Liabilities on the Consolidated Balarice Sheets.
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DUKE ENERGY CORPORATION * DUKE ENERGY CAROLINAS, LLC * DUKE ENERGY CHIO, INC. * DUKE ENERGY INDIANA, INC.

Schedule 1l — Valuation and Quaiifying Accounts and Reserves - (Continued)

Duke Energy Indiana

Balance at

Additions

Charged to

Beginning  Charged to Other

Balance at
End of

(In millions) of Period Expense  Accounts  Deductions® Period
December 31, 2010:
Injuries and damages $4 $— $— &— $4
Allowance for doubtful acoounts 1 - -— e 1
Othert 18 1 - 7 i2
$23 $1 $— $7 $17
December 31, 2009: ‘
Injuries and damages $ 4 $— $— $— $ 4
Allowance for doublful accounts 1 1 — 1 1
Otherte! 15 5 — -2 18
$20 $6 $— $3 $23
December 31, 2008:
Injuries and damages $ 4 $— $— $— $ 4
Allowance for doubtful accounts 1 1 — 1 1
Other®! 10 6 — 1 15
$15 $7 $— $2 $20

(& Principally cash payments and reserve reversals.
(b) Principally environmentai reserves included in Other

within Deferred Creciits and Other Liabilities on the Consolidated Balance Sheets.

The valuation and reserve amounts aﬁow do not include unrecognized tax benefits amounts or deferred tax asset valuation allowanos

amounts,
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PART II

ITEM 9. CHANGES IN AND DI

FINANCIAL DISCLOSURE.

GREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND

MNone.

ITEM 9A. CONTROLS AND PROCEDURES — DUKE ENERGY, DUKE ENERGY CAROLINAS, DUKE
ENERGY OHIO AND I?)UKE ENERGY INDIANA.

Disclosure Controls and Procedures

Disclosure controls and procedures are controls and cther
procedures that are designed to ensure that information required to be
disclosed by the Duke Energy Registrants in the reports they file or
submit under the Securities Exchange Act of 1934 (Exchange Act) is
recorded, processed, summarized, and reported, within the time
periods specified by the Securities and Exchange Commission's (SEC)
rules and forms.

Disclosure controls and procedures include, without limitation,
controls and procedures designed to provide reasonable assurance
that information required to be disclased by the Duke Energy
Registrants in the reports they file or submit under the Exchange Act
is accumulated and communicated to management, including the
Chief Executive Officer and Chief Financial Ofﬂoer, as appropriate, to
allow timely decisions regarding required dis&}:losure.

Under the supervision and with the paricipation of
management, including the Chief Executive d)ﬂicer and Chief
Financial Cfficer, the Duke Energy Registrants have evaluated the
effectiveness of their disclosure controls and procedures (as such
term is defined in Rule 13a-15(e) and 15d-15(e) under the
Exchange Act) as of December 31, 2010, and, based upon this
evaluation, the Chief Executive Officer and Chief Financiat Officer
have concluded that these controls and procedures are effective in
providing reasonable assurance of compliance.

Changes in Intemal Control over Financial Reporting

Under the supervision and with the parficipation of
management, including the Chief Executive Officer and Chief
Financial Officer, the Duke Energy Registrants have evaluated
changes in internal control over financial reporting (as such term is
defined in Rules 13a-15(f and 15d-15(f) under the Exchange Act)
that accurred during the fiscal quarter ended|December 31, 2010
and have concluded no change has materially affected, of is
reasonably likely to materially affect, intemal lcontrol over financial
reporting.

DUKE ENERGY CORPORATION / 2010 FORM 10-K

Management's Annual Report On Intemal Control Over Financial
Reporting

The Duke Energy Registrants' management is responsibie for
establishing and maintaining an adequate systern of intemal control
over financial reporting, as such term is defined in Bxchange Act
Rules 13a-15(f) and 15d-15{f). The Duke Energy Registrants’
intemal control system was designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of
financial statements for external purposes, in accordance with U.S.
generally accepted accounting principles. Because of inherent
limitations, internal control over financial reporting may not prevent or
detect misstatements. Also projections of any evaluation of
effectiveness 1o future periods are subject fo the risk that controls may
become inadequate because of changes in conditions, or that the
degree of compliance with palicies and procedures may deteriorate,

The Duke Energy Registranis’ management, including their
Chief Executive Officer and Chief Financial Officer, has conducted an
evaluation of the effectiveness of their intemal control over financiat
reporting as of December 31, 2010 based on the framework in
Internal Control — Integrated Framework issued by the Commitiee of
Sponsoring Organizations of the Treadway Commission. Based on
that evaluation, management concluded that its internal cortrols over
financial reporting were effective as of December 31, 2010.

Deloitte & Touche LLP, Duke Energy's independent registered
public accounting firm, has issued an attestation repart on the
effectiveness of Duke Energy’s intemai control over financial reporting.

236



PART 1lI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

Duke Energy will pravide information that is responsive to this ltem 10 in its definitive proxy staternent or in an amendment to this Annual
Report not later than 120 days after the end)|of the fiscal year covered by this Annual Report, in either case under the caption “Directors and
Executive Officers,” and possibly elsewhere therein. That irformation is incorporated in this ltem 10 by reference.

ITEM 11. EXECUTIVE COMPENSATION.

Duke Energy will provide information that is respansive o this item 11 in its definitive proxy statement or in an amendment to this Annual
Report not later than 12G days after the end| of the fiscal year covered by this Annual Report, in either case under the caption "Executive
Compensation,” and possibly elsewhere merpin. That irformation is incorporated n this em 11 by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS.

Duke Energy will provide information nJ;at is responsive to this item 12 in its definitive proxy statement or in an amendraent 1o this Annual
Report not later than 120 days after the end} of the fiscal year covered by this Annual Report, in either case under the caption “Security
Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters,” and possibly eisewhere therein. That information

is incorporated in this Itern 12 by reference, i

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE |

Duke Energy will provide information trhat is responsive to this Item 13 in its definitive proxy staterent or in an amendrrent to this Annual
Report not later than 120 days after the end of the fiscal year covered by this Annuat Report, in either case under the caption “Certain
Relationships and Related Transactions, * and possibly elsewhere therein. That information is incorporated in this liem 13 by reference.
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PART 1l

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

Deloitte & Touche LLP, and the member firms of Deloitte Touche Tehmatsu and their respective affiliates (collectively, Deloitte) provided
professional services to Duke Energy Corporation (Duke Energy) and its consolidated subsidiaries for 2010 and 2009. A portion of these eosts
have been allocated to Duke Energy Carolinak, Duke Energy Ohio and Duke Energy indiana (collectively referred to as the Subsidiary

Registrants), The following tables present the
2009:

 Deloitte fees for services rendered to Duke Energy and the Subsidiary Registrants during 2010 and

Duke Energy

(In millions}
Types of Fees 2010 2008
Audit Fees'e $85 §$as8
Audit-Related Fees® 21 1.8
Tax Feesl 08 0.4
All Other Feesie) — 0.1
Total Fees $114  $11.1

Subsidiary Registrants

(In miflions)
Duke Energy Carolinas  Duke Energy Ohio  Duke Energy indiana
Types of Fees 2010 2009 2010 2009 2010 2009
Audit Fees $4.2 $41 $1.8 321 © $L3 $1.4
Audit-Related Fees® 1.1 0.8 0.4 0.4 0.3 0.3
Tax Fees® 04 0.2 0.2 0i 0.1 0.1
Total Fees $5.7 $5.1 $24 $2.6 $1.7 $1.8

(@) Audit fees are fees bilied or expected to be billed for grofessional senvices for the audit of Duke Enemgy and the Subsidiary Registrants’ financial statements inclucied in the annue! report

on Form 10-K and the review of financial statements

ncluded in quarterly reports on Form 10-Q, for services that are nommally provided by Delaitte in connection with statutory,

regulatory or other filings or engagements or for any ofher service performed by Deloitte to comiply with generally accepted auditing standards,

() Audit-Related Fees are fees for assurance and related services that are reasonably related to the performance of an audit or review of financial statements, including assistance with
acquisitions and divestitures and intemal cantrol reviews,

{c) Tax Fees are fees for tax retum assistance and preparition, tax examination assistance, and professional services related to tax planning and tax strategy.

{d) All Other Fees are fees for any services rot included in

the first three categories, primarily translation of audited financiats inte foreign languages, accounting training and conferances.

To safeguard the continued independealloe of the independent auditor, the Duke Energy Audit Committee adopted a policy that provides

that the independent public accountants are

only permitted to provide services to Duke Energy and its consolidated subsidiaries, including the

Subsidiary Registrants that have been pre-agproved by the Duke Energy Audit Committee. Pursuant to the policy, detaited audit services, audit-
related services, tax services and certain other services have been specifically pre-approved up to certain fee limits. In the event that the cost of
any of these services may exceed the pre-apbroved limits, the Duke Energy Audit Committee must pre-approve the service. All other services
that are not prohibited pursuant to the Securities and Exchange Commission’s or ather applicable regulatory bodies” rules of reguiations must be
specifically pre-approved by the Duke Energy Audit Committee. All services performed in 2010 and 2009 by the independent public
accountant were approved by the Duke Energy Audit Committee pursuant to its pre-approval policy. X
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES.

are as follows:
Duke Energy Comporation:

{a) Consolidated Financial Statements,| Supplemental Financial Data and Supplemental Schedules included in Part 1l of this annual report

Duke Energy Carolinas, LLC:

Duke Energy Ohio, Inc.

Consolidated Financial S!atementlp
Consolidated Statements of Operdlﬁons for the Years Ended Decerber 31, 2010, 2009 and 2008

Consolidated Balance Sheets as of December 31, 2010 and 2009

Consolidated Staterments of Cash Flows for the Years Ended December 31, 2010, 2009 and 2008

Consolidated Statements of Equity and Comprehensive Income for the Years ended December 31, 2010, 2008 a:nd 2008
Notes to the Consolidated Financjal Statements .
Quarterly Financial Data, {unaudited, included in Note 25 to the Consolidated Financial Statements)

Consolidated Financial Statement Schedule —Condensed Parent Company Financial Information for the Years Ended December 31,
2010, 2009 and 2008

Consclidated Financial Statement Schedule Il—Valuation and Qualifying Accounts and Reserves for the Years Ended December 31,
2010, 2009 and 2008

Report of Independent Registered Public Aocounting Firm

Consolidated Financial Statements
Consolidated Statements of Operations for the Years Ended December 31, 2010, 2009 and 2008

Consolidated Balance Sheets as tl)f December 31, 2010 and 2009

Consolidated Statements of Cash Flows for the Years Ended December 31, 2010, 2009 and 2008

Consolidated Statements of Member's Equity and Comprehensive Income for the Years ended December 31, 2010, 2009 and 2008
Notes to the Consolidated Financial Statements

Quarterly Financial Data, {unaudited, included in Nate 25 to the Consolidated Financial Staterments)

Consolidated Financial Statement Schedule H—Valuation and Qualifying Accounts and Reserves for the Years Enged December 31,
2010, 2009 and 2008

Report of Independent Registered Public Accounting Firm

All other schedules are omitted because they are not required, or because the required information is included in the Consolidated
Financial Statements or Notes.

Consolidated Financial Statements
Consolidated Statements of Operations for the Years Ended December 31, 2010, 2009 and 2008 -
Censclidated Balance Sheets as of December 31, 2010 and 2009

Consofidated Staternents of Casht Flows for the Years Ended December 31, 2010, 2009 and 2008
Consolidated Staternents of Comimion Stockholder’s Equity and Comprehensive Income for the Years Ended December 31, 2010,
2009 and 2008

Notes to the Consolidated Hnanqial Statements
Quarterly Financial Data (unaudi{ed, included in Note 25 to the Consolidated Financial Staternertts)

Consolidated Financial Statement Schedule B—Valuation and Qualifying Acocounts and Reserves for the Years Enced December 31,
2010, 2009 and 2008 :
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1

Duke Energy Indiana, Inc.

Report of Independent Registered Public Accounting Firm

Ail other schedules are omitted begause they are not required, or because the required information is included in the Consolidated
Financial Statements or Notes.

Consolidated Financial Statements
Consolidated Statements of Operations for the Years Ended Decernber 31, 2010, 2009 and 2008
Consolidated Balance Sheets as OF: December 31, 2010 and 2008

Consolidated Statements of Cash ﬁ]ows for the Years Ended December 31, 2010, 2009 and 2008

Consolidated Staternents of ComrrJ‘on Stockholder's Equity and Comprehensive Income for the Years Ended December 31, 2010,
2009 and 2008 |

Notes to the Consolidated Financidl Statements

Quarterly Financial Data (unaudited, included in Note 25 to the Consolidated Financial Staternents)

Consolidated Financial Statement Schedule | —Valuation and Qualifying Acoounts and Reserves for the Years Endéd December 31,
2010, 2009 ang 2008 Report of Independert Registered Public Accounting Firm

All other schedules are omitted because they are not required, or because the reqwred information is included in the Consolidated
Financiat Statements or Notes,

(b} Exhibits—See Exhibit Index immediately following the signature page.
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PART IV

SIGNATURES

Pursuant to the requlrememsofm 15(d) of the Securities Exchange Act of 1934, the registrants have duly caused this

report to be signed on their behalf by the

Date: February 25, 2011

Pursuant to the requirements of the $

igned thereunto duly authorized.

DUKE ENERGY CORPQORATION
(Registrants}
By: /s/ JAMES E. ROGERS
James E. Rogers
Chairman, President and
Chief Executive Officer

Securities Exchange Act of 1934, this report has been signed below by the following persons on

behaif of the registrant and in the capacities and on the date indicated.

(i) /s James E. Rogers
James E. Rogers

Chairman, President and Chief Executive Officer (Principal Executive Officer and Director}

(i) /& Lynn J. Good
Lynn J. Good
Group Executive and C

{ifi) /o Steven K, Young
Steven K, Young

hief Financial Officer {Principal Financial Officer}

Senior Vice President and Controlter (Principal Accounting Officer}

(iv) Directors:
William Bamet, |I1*
G. Alex Bernhardt, Sr.*
Michael G. Browning*
Daniel R. DiMicco*
John H. Forsgren*
Ann M. Gray*

James H. Hance, Jr.*

E. James Reinsch*
James T. Rhodes*
Philip R. Sharp*

Date: Febniary 25, 2011

Lynn J. Good, by signing her name he

reto, does hereby sign this document on behalf of the registrant and on behalf of each of the above-

named persons previously indicated by asterisk pursuant to a power of attomey duly executed by the registrant and such pessons, filed with the

Securities and Exchange Commission as an
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exhibit hereto.

By: /& LYNN ). GOOD
Attorney-In-Fact
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PART IV

SIGNATURES

Pursuant to the requirements of mlfo{d) of the Securities Exchanpe Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the i , thereunto duly authorized.

Date: February 25, 2011

DUKE ENERGY CAROLINAS, LLC

{Registrant)
By: /& JAMES E. ROGERS
James E. Rogers
Chief Executive Officer

Pursuant to the requirements of the Spcurities Exchange Act of 1934, this report has been signed below by the following persans on
behalf of the registrant and in the capacities and on the date indicated.

(i) /5 James E. Rogers
James E. Rogers !
Chief Executive Officer (Principal Executive Officer)

(i) /s Lynn J. Good
Lynn J. Good
Chief Financial Officer (Principal Financial Officer)

(i) /s/ Steven K. Young
Steven K. Young

Senior Vice President and Controller (Principal Accounting Officer)
(i) Directors:
/s/ James E. Rogers
James E. Rogers

/s/ Lynn J. Good
Lynn J. Good

/s/ Marc E. Manly
Marc £. Manly

Date: February 25, 2011
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: February 25, 2011

Pursuant to the requirements of the §

By.

DUKE ENERGY QHIOQ, INC.
(Registrant)
/s JAMES E. ROGERS

behalf of the registrant and in the capacities and on the date indicated.

]

(i)

(i)

(iii)

Date: February 25, 2011
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/s/ James E. Rogers
James E. Rogers
Chief Executive Officer

/s/ Lynn J. Good
Lynn J. Good
Chief Financial Officer

fs/ Steven K. Young
Steven K. Young
Senior Vice President a

Directors:

/sf James E. Rogers
James E. Rogers

/s/ Lynn J. Good
Lynn J. Good

fsf Marc E. Manly
Marc E. Manly

Principal Executive Officer}

Principal Financial Officer)
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James E. Rogers
Chief Executive Officer

securities Exchange Act of 1934, this report has been signed below by the following persons on

nd Controller (Principal Acoounting Officer)
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SIGNATURES

Pursuant to the requirements of Secti

on 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this

report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: February 25, 2011

DUKE ENERGY INDIANA, INC.

{Registrant)
By: Isf  JAMES E. ROGERS
James E. Rogers
Chief Executive Officer

Pursuant to the requirements of the Secunities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the date indicated.

0]

(i)

(iil)

i)

Date: February 25, 2011
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/sf James E. Rogers
James E, Rogers
Chief Executive Officer

/s Lynn J. Good
Lynn J. Good
Chief Financiat Officer

/s/ Steven K. Young
Steven K. Young
Senior Vice President &

Directors:

Jsf Julie K. Griffith
Jutie K. Griffith

/s/ Douglas F. Esamann
Douglas F. Esamann

/s Marc £, Manly
Marc E. Manly

Principal Executive Officer)

Principal Financial Officer)

nd Controller (Principal Accounting Officer)
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PART IV

EXHIBIT INDEX

Exhibits filed herewith are designated Hy an astesisk (*). All exhibits not so designated are incorporated by reference 1o a prior filing, as
indicated. Items constituting management contracts or compensatory plans or amangements are designated by a double asterisk (**).The
Company agrees to fumnish upon request to the Commission a copy of any omitted schedules or exhibits upon reguest on all items designated

by a triple asterisk (***),

Exhibit
Number

Duke Energy  Duke Energy  Duke Energy

21 Yok

2.2 ik

2‘3 Jodkek

31

3.2

321

33

331

3.4

34.1

342

3.5

36

Duke Energy Carolinas Onlo indlana

Agreement and Plan of Merger, dated as of May 8, 2005, as X X
amended as of July 11, 2005, ds of October 3, 2005 and as of

March 30, 2006, by and among the registrant, Duke Energy

Carporation, Cinergy Corp., Deen Acquisition Corp., and Cougar

Acquisition Corp. {filed with Form 8-K of Duke Energy Corporation,

File No. 1-32853, April 4, 2001 | , as Exhibit 2-1).

Separation and Distribution Agrebment, dated as of December 13, X
2006, by and between Duke Enprgy Corporation and Spectra Energy

Corp {filed with the Form 8-K of Duke Energy Corporation, Fite No.

1-32853, December 15, 2006, as Exhibit 2.1).

Agreement and Plan of Merger blyand among Duke Energy X
Corporation, Diamond Acquisition Corporation and Progress Energy,

Inc. dated as of January 8, 201] {filed with the Form 8K of Duke

Energy Corporation, File No. 1-32683, January 11, 2011).

Amended and restated Certiﬂcatt.!e of Incorporation {filed with the X

Form 8&-K of Duke Energy Comolfation, File No. 1-32853, April 4,

20086, as Exhibit 3-1). i
|

Aticles of Organization Including Articles of Conversion (filed with X

Form 8-K of registrant, File No. 1-4928, April 7, 2006, as

exhibit 3.1). !

Amended Certificate of Incomol l ion, effective October 1, 2006 X

{filed with the Form 10-Q of me‘regisn‘ant for the quarter ended

September 30, 2006, File No. ]1-4928. as exhibit 3.1).

Amended Articles of Incorporation of Duke Energy Ohio, Inc. L
effective October 23, 1996 (filed with Form 10-Q of Duke Energy

Ohio, inc. (formerty The Cincinnatt Gas & Electric Company) for the

quarter ended September 30, 1?96, File No. 1-1232).

|
Amended Articles of Consolidatidn, effective October 1, 2006 (filed X
with Form 10-Q of Duke Energy;Ohio, Inc. (formerly The Cincinnati
Gas & Electric Company) for me}quarter ended September 30,

2006, File No. 1-1232).

Amended Articles of Consolidatiin of PSI, as amended April 20, X
1995 (filed with Form 10-Q of Duke Energy Indiana, Inc. (formetly

PS| Energy, Inc.} for the quarter ended June 30, 1995, File

No. 1-3543).

Amendment o Articie D of the Almended Articles of Consolidation of . X
PS, effective July 10, 1997 (fled with Form 10-K of Duke Energy

Indiana, Inc. (formery PSI Energy, Inc.) for the year ended

December 31, 1997, File No. 1}3543).

| .
Amended Articies of Consolidation, effective October 1, 2006 (filed : X
with Form 10-Q of Duke Enefgy} indiana, ing. (formerty PSI Energy, :

Inc.} for the quarter ended September 30, 2006, File No. 1-3543),

Amended and Restated By-Law:l of registrant (fled with the Form X
8-K of Duke Energy Corporation) File No. 1-32853, March 3,
2008, as Exhibit 3.1).

Limited Liability Company Operqting Agreement (filed with Form 8-K X
of registrant, File No. 1-4928, April 7, 2006, as exhibit 3.1).
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Exhibit
Number

Duke Energy

Duke Energy
Carolinas

Duke Energy  Duke Energy
Ohido Indiana

3.7

3.8

4.1

4.1.4

4.2

421

Regulations of Duke Energy Ohio,|Inc., as amended on july 23,
2003 {filed with Form 10-Q of Duke Energy Ohio, Inc. (formerly The
Cincinnati Gas & Electric Company) for the quarter ended June 30,
2003, File No. 1-1232).

By-Laws of PSI, as amended on July 23, 2003 (filed with Form
10-Q of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the
quarter ended June 30, 2003, File No. 1-3543).

Qriginal Indenture {First Morigage Bonds) between Duke Energy
Ohio, Inc. and The Bank of New York (as Trustee} dated as of
August 1, 1936 (filed with Registration Statement of Duke Energy
Chio, Inc. (formerty The Cincinnati Gas & Electric Company) File
No. 2-2374). 1

|
Fourteenth Supplemental Indentu‘re betwaen Duke Energy Ohio, Inc.
and The Bank of New York datedas of November 2, 1972 {fileg
with Registration Statement of Duke Energy Ohio, Inc. (formerty The
Cincinnati Gas & Electric Compan;y) File No. 2-60961).

Thirty-third Supplemental lndentdlre between Duke Energy Ohio, Inc.
and The Bank of New York datedias of September 1, 1992 (filed
with Registration Statement of D ke Energy Ohio, Inc. (formerly The

Cincinnati Gas & Electric Compaqy) File No. 2-53578),

Thirty-fourth Supplementat Indenture between Duke Energy Ohig,
Inc. and The Bank of New York dpted as of October 1, 1993 {filed
with Form 10-Q of Duke Energy q)hio, Inc. (formesly The Cincinnati
Gas & Electric Company) for the quarter ended September 30,
1993, File No. 1-1232). i

Thirty-fifth Supplemental Indentuie between Duke Energy Chio, Inc.
and The Bank of New York datedlas of January 1, 1994 (filed with
Registration Statement of Duke Energy Ohio, Inc. (formerly The

Cincinnati Gas & Electric Comparly) File No. 2-52335).

Thirty-sixth Supplemental Indentyre between Duke Energy Ohio, Inc.
and The Bank of New Yark datedi as of February 15, 1994 {filed
with Registration Statement of Duke Energy Chio, Inc. {formerty The

Cincinnati Gas & Electric Compa y) File No. 2-52335).

Thirty-seventh Supplemental Indq‘nture between Duke Energy Chio,
tnc. and The Bank of New York dated as of October 14, 1996 (filed
with Form 10-K of Duke Energy Ohio, Inc. (formerly The Cincinnati
Gas & Electric Company) for the year ended Decemdber 31, 1996,
File No. 1-1232). ‘

Thirty-eighth Supplemental Indentture between Duke Energy Ohio,
Inc. and The Bank of New York dated as of February 1, 2001 (fited
with Form 10-Q of Duke Energy Ohig, Inc. {formerly The Cincinnati
Gas & Electric Company) for the quarter ended March 31, 2001,
File No. 1-1232). 3

Thirty-ninth Supplemental Indentyre dated as of September 1,
2002, between Duke Energy Ohip, Inc. and The Bank of New York,
as Trustee (filed with Form 10-Q ;of Duke Energy Ohlo, Inc. (formerly
The Cincinnati Gas & Electric Company} for the quarter ended
September 30, 2002, File No. 1711232).

Qriginai Indenture (First Mortgage Bonds) dated September 1,
1939, between PSI and The First National Bank of Chicago, as
Trustee, and LaSalle National Bank, as Successor Trustee (filed as
Exhibit A-Part 5 in File No. 70-258 Supplemental Indenture dated
March 30, 1984), i

|
Forty-second Supplemental Inderiture between PSI and LaSalle
Nationa) Bank dated August 1, 1988 (filed with Form 10-K of Duke
Energy Indiana, Inc. {formerly PSI Energy, Inc.) for the year ended
December 31, 1988, File No. 1-3543}.
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X



PART IV

C

Exhibit
Number

Duke Energy  Duke Energy
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Duke Energy
Indiana

4.2.2

423

424

4.2.5

4.2.6

427

428

428

4210

4.2.11

4212

4213

4.2.14
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Forty-fourth Supplemental Indenture between PS| and LaSalle
National Bank dated March 15, 1990 (filed with Form 10-K of
Duke Energy Indiana, |nc. (farmerly PSI Energy, Inc.} for the year
ended December 31, 1990, File No. 1-3543).

|
Forty-fifth Supplemental Indentyre between PSI and LaSalle
Nationat Bank dated March 15, 1990 (filed with Farm 10-K of
Duke Energy Indiana, Inc. (formerly PS| Energy, Inc.} for the year
ended December 31, 1990, FIIF No. 1-3543).,

Forty-sixth Supplemental Indenfure between PS) and LaSalle
National Bank dated June 1, 1990 {filed with Form 10-K of Duke
Energy Indiana, Inc. {formerly FSI Energy, Inc.) for the year ended
December 31, 1991, File No. ]-3543).

Forty-seventh Supplemental Ind|enture between PSI and LaSalle
National Bank dated July 15, 1991 (filed with Form 10-K of Duke
Energy Indiana, Inc. (formerly Ftﬁl Energy, Inc.) for the year ended
Becamber 31, 1991, File No. 1-3543).

Forty-eighth Supplemental IndeL'iture between PSI and LaSalle
Naticnal Bank dated July 15, 11992 {filed with Form 10-K of Duke
Energy Indiana, Inc. {formerly RSI Energy, inc.) for the year ended
December 31, 1992, File No. |1-3543)

Forty-ninth Supplemental Inderiture betwesn PS| and LaSalle
National Bank dated February 4;1993 (fiiled with Form 10-K of
Duke Energy indiana, Inc. (fon PSI Energy, Inc.) for the year
ended December 31, 1992, F|e No. 1-3543).

Fiftieth Supplemental indenturq between PSI and LaSalle National
Bank dated February 15, 1993 (filed with Form 10-K of Duke
Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the year ended
Dacember 31, 1992, File No. }-3543).

Fifty-first Supplemental Indeﬂt\{re between PSI and LaSalle National
Bank dated February 1, 1994 {(filed with Form 10-K of Duke
Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the year ended
December 31, 1993, File No. 1-3543),

|

Fifty-second Supplemental Indénture between PS| and LaSalle
National Bank, as Trustee, dated as of April 30, 1999 (filed with
Form 10-Q of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.)
for the quarter ended March 31, 1999, File No, 1-3543),

\
Fifty-third Supplemental Indenmre between PSI and LaSalle
National Bank dated June 15 001 (filed with Form 10-Q of Duke
Energy Indiana, Inc. {formerly PSI Energy, Inc.} for the quarter
ended June 30, 2001, File NoJ‘r 1-3543).

|

Fifty-fourth Supplemental Indenture dated as of September 1,
2002, between PSI and LaSal!é Bank National Association, as
Trustee (filed with Form IO-Qq»f Duke Energy Indiana, Inc.
(formerly PSI Energy, Inc.) for the quarter ended

Septernber 30, 2002, File No.i 1-3543).

|
Fifty-fifth Supplemental (ndenture between PS! and LaSalle National
Bank dated February 15, 200! 3 (filed with Form 10-Q of Duke
Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter
ended September 30, 2003, ﬁle No. 1-3543).

Fifty-Sixth Supplemental Indenture dated as of December 1, 2004,
between P$1 and LaSalle Bank| Nationat Association, as Trustee
(fled with Form 10-K of Duke Energy Indiana, Inc. (formerly PSI
Energy, Inc.) for the year ended December 31, 2004, File

No. 1-3543).
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Number

Duke Energy  Duke Encigy
Duke Energy Carolinas Ohlo

Duke Energy
Indlana

43

4.4

4.4.1

442

443

44.4

445

4.4.6

447

4.4.8

45

4.6

4.6.1

Repayment Agresment between Duke Energy Ohio, Inc. and The X
Dayton Power and Light Oompan[t/ dated as of December 23, 1992

(filed with Form 10-K of Duke Energy Ohio, Inc. (formerly The

Cincinnati Gas & Electric Company) for the year ended

December 31, 1992, File No. 1-1232).

{nderture dated November 15, 1‘ , between PSI and The Fifth .
Third Bank, as Trustee (filed with| Form 10-K of Duke Energy
Indiana, Inc. (formerly PSI Energy, Inc.} for the year ended
December 31, 1996, File No. 1-3543),

First Supplemental Indenture datéd November 15, 1996, hetween
PS| and The Fifth Third Bank, as|Trustee (filed with Form 10-K of
Duke Energy Indiana, Inc. {formesly PSI Energy, Inc.) for the year
ended December 31, 1996, FileINo. 1-3543).

Third Supplemental indenture dakecl as of March 15, 1998,

between PS! and The Fitth Thind Bank, as Trustee Gfiled with Form

10-K of Duke Energy Indiana, In¢. (formerly PSI Energy, Inc.) for the '
year ended December 31, 1997 | File Mo, 1-3543), f

|
Fourth Supplemental Indenture dated as of August 5, 1998,
between PSI and The Fifth Third Bank, as Trustee (filec with Form
10-Q of Duke Energy Indiana, Ing. (formerly PSI Energy, Inc.) for the
quarter enced June 30, 1598, File No. 1-3543),

Fifth Supplemental indenture dat}aﬂ as of December 15, 1998,
between PSI and The Fifth Thirg iBank, as Trustee (filed with Form
10-K of Duke Energy Indiana, nc. (formerly PSI Energy, Inc.) for the

year enced December 31, 1998| Fite No. 1-3543),

Sixth Supplemental Indenture dated as of April 30, 1999, between
PSI and The Fifth Third Bank, asiTrustee (filed with Form 10-Q o
Duke Energy Indiana, inc. (forrneirly PSI Energy, Inc.} for the quarter
ended March 31, 1999, File No1 1-3543).

between PS| and The Fifth Third [Bank, as Trustee (filed with Form
10-Q of Duke Energy Indiana, Inf. {formerly PSI Energy, Inc.) for the
quarter ended September 30, 1 ; G, File No. 1-3543).

Seventh Supplemental Indenture|dam as of October 20, 1999,
|

Eighth Supplemental Indenture dated as of September 23, 2003,
between PSI and The Fifth Third }Bank, as Trustee (filed with Form
10-G of Duke Energy Indiana, InC. (formery PSI Energy, Inc.) for the
quarter ended September 30, 2q03, File No. 1-3543).

Tenth Supplemental Indenture dated as of June 9, 2006, between
PSI Energy, Inc. and The Bank of New York Trust Company, N.A.
{successar trustee ta Fifth Third Bank), as Trustee (fiked with Form
8-K of Duke Energy Indiana, Inc, (formerly PSI Energy, Inc.), filed on
Jure 15, 2006, Fite No. 1-3543).

Loan Agreement between Duke &nergy Ohio, Inc. and the State of X
Ohig Air Quality Development Authority dated as of September 13,

1995 {filed with Form 10-G of Duke Enesgy Ohio, Inc. (formerly The

Cincinnati Gas & Electric Compaty) for the quarter ended

September 30, 1995, File No. 1+1232).

|
Twenty-fifth Supplemental Indenture between PSt and The First
National Bank of Chicago dated Septermber 1, 1978 (filed with the
registration statement of Duke Eriergy indiana, Inc. {formerly PSI
Energy, Inc.), File No. 2-62543),

Thirty-fifth Supplemental !ndentdre between PS! and The First
National Bank of Chicago dated March 30, 1984 (filed with Form
10-K of Duke Energy Indiana, Ing, (formerly PSI Energy, Inc.) for the
year ended December 31, 1984, File No. 1-3543),

|
|
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| Duke Enevgy Carolinas

Duke Energy  Duke
Ohio

Energy
Indlana

4.7

4.8

49

49.1

492

493

49.4

495

4.9.6

49.7

4.10

411
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Loan Agreement between Duke ‘iinergy Chio, Inc. and the State of
Ohio Air Quality Development Authority dated August 1, 2001 (filed
with the Form 10-Q of Duke Enérgy Ohlo, Inc. {formerly The
Cincinnati Gas & Electric Company) far the quarter ended
September 30, 2001, File No. 1-1232).

Indenture (Secured Medium-term Notes, Series A), dated July 15,
1991, between PS| and LaSalle National Bark, as Trustse (filed
with Form 10-K/A No. 2 of Duke Energy Indiana, Inc. (formerly PSI
Energy, nc.) for the year ended December 31, 1992, filed on

July 15, 1993, File No. 1-354%,).

Original Indenture (Unsecured Debt Securities} between Duke
Energy Chic, inc. and The Fifth ‘ ird Bank dated as of May 15,
1995 {fited with the registration statement on Form 8-A, filed on
July 24, 1995, File No. 1-1233:).

!

First Supplemental Indenture between Duke Energy Ghio, Inc. and
The Fifth Third Bank dated as of June 1, 1995 {filed with the Form
10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnall Gas &
Eleciric Company) for the quarter ended June 30, 1995,

File No. 1-1232}. '

Second Supplermental Indenture; between Duke Energy Ohia, Inc.
and The Fifth Third Bank dated as of June 30, 1995 (fileg with the
registration statement on Form 8-A, filed on July 24, 1995, File
No. 1-1232).

Third Supplemental Indenture between Duke Energy Ohio, Inc. and
The Fifth Third Bank dated as of October 9, 1997 (filed with the
Form 10-Q of Duke Energy Chid, Inc. {formerly The Cincinnati Gas -
& Electric Company?} for the quarter ended Seplember 30, 1997,

Fite No. 1-1232).

Fourth Supplemental Indenture

hetween Duke Energy Chio, Inc. and

The Fifth Third Bank dated as of April 1, 1998 {filed with the Form

10-Q of Duke Energy Ohio, Inc.

(formerly The Cincinnati Gas &

Electric Company) for the quarter ended March 31, 1998,
File No. 1-1232).

Fifth Supplemental Indenture batween Duke Energy Ohio, Inc. and
The Fifth Third Bank dated as of June 9, 1998 (filed with the Form
10-Q of Duke Energy Ohio, Inc. [{formerly The Cincinnati Gas &
Electric Company) for the quarier ended June 30, 1998,

File No. 1-1232}.

Sixth Supplemental Indenture between Duke Energy Ohio, Inc. and
The Fifth Third Bank dated as of September 15, 2002 (filed with
the Farm 10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati
Gas & Flectric Company) for the quarter ended September 30,
2002, File No. 1-1232). 1

Seventh Supplemental Indenture between Duke Energy Ohip, Inc.
and The Fifth Third Bank dated as of June 15, 2003 (filed with the
Form 10-Q of Duke Energy Ohig, Inc. {formerty The Cincinnatl Gas
& Eiectric Company) for the qua:rter ended June 30, 2003, File

No. 1-1232). i

Indenture (Secured Medium-ter Notes, Series B), dated July 15,
1992, between PS| and LaSallg National Bank, as Trustee (filed
with Form 10-K/A No. 2 of Duke Energy Indiana, Inc. (formerly PSI
Energy, Inc.) for the year ended December 31, 1992, filed on

July 15, 1993, File No. 1-3543}).

|
Loan Agreement between Duke|Energy Ohio, inc. and the Chio Air
Quality Devetopment Authority dated as of September 1, 2002 (filed
with the Form 10-Q of Duke Engrgy Ohio, Inc. (formerly The
Cincinnati Gas & Electric Company} for the quarter ended
September 30, 2002, File Noj-1232).

|
|
i
!
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Number

Cuke Energy  Duke Energy
Duke Energy Carolinas Chio

Duks Energy
Indiana

4.12

4.13

414

415

4.16

4.17

418

4.19

4.20

4.21

4.22

4.23

424

Loan Agreement between PSI and the City of Princeton, indiana
dated as of November 7, 1996 (filed with Form 10-Q of Duke
Energy Indiana, Inc. (formerly P$I Energy, inc.) for the quarter ended
September 30, 1996, File No. 1-3543).

Loan Agreement hetween Duke Energy Ohio, Inc. and the Ohio Air X
Quality Development Authority dated as of November 1, 2004,

relating to Series A (filed with the Form 8-K of Duke Energy Ohio,

tnc. (formerly The Cincinnati Gas & Electric Company), filed on

Novernber 19, 2004, File No. 1+1232).

Loan Agreement between PS) artdme City of Princeton, Indiana
dated as of February 1, 1997 (filed with Foorm 10-K of Duke Energy
Indiana, Inc. (formerly PSI Energy, Inc.) for the year ended
December 31, 1996, Flie No. 1|3543).
Loan Agreement between Duke Energy Ohio, Inc. and the Chio Air X
Quality Development Authority dated as of November 1, 2004,
relating to Series B (filed with the Form 8-K of Duke Energy Ohio,
Inc. (formerly The Cincinnati Gas & Electric Company), filed on
MNovember 19, 2004, File No. 1]—1232].
|

Unsecured Promissory Note dated October 14, 1998, between PSt
and the Rural Utilities Service {filed with Form 10-K of Duke Energy
Indiana, Inc. {formerly PS{ Energy, Inc.) for the year ended
December 31, 1998, File No. 1‘L3543).
Loan Agreement between PSI and the indiana Development Finance
Authority dated as of July 15, 1998 dfiled with Form 10-Q of Duke
Energy Indiana, Inc. (formerly P§| Energy, inc.) for the quarter ended
June 30, 1998, File No. 1—354@).

|

Loan Agreement between PSI arlpd the Indiana Development Finance
Autinority dated as of May 1, 2000 (filed with Form 10-Q of Duke
Energy Indiana, Inc. (formerly P51 Energy, Inc.} for the quarter ended
June 30, 2000, File No. 1-3543).

|
Loan Agresment between PSI and the Indiana Development Finance
Authority dated as of September) 1, 2002 (filed with Form 10-Q of

Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter
ended September 30, 2002 File No. 1-3543).

Loan Agreement between PSI aq‘m the Indiana Develcpment Finance
Authority dated as of Septemberi 1, 2002 (fled with Form 10-Q of
Duke Energy Indiana, Inc. {formerly PSI Energy, Inc.) for the quarter
ended September 30, 2002, File No. 1-3543}.

\
Loan Agreement between PSI a¢d the Indiana Development Finance
Authority dated as of February 15, 2003 (filed with Form 10-Q of
Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter
ended March 31, 2003, File Né. 1-3543).

|
6.302% Subordinated Note between PSI and Cinergy Corp., dated
February 5, 2003 {file¢ with Fo‘(m 10- of Duke Energy Indiana,
Inc. (formerly PSI Energy, Inc.) for the quarter ended March 31,
2003, File No. 1-3543),

|
6.403% Suberdinated Note between PS| and Cinergy Corp., dated
February 5, 2003 (filed with Form 10-Q of Duke Energy Indlana,
Inc. (formerly PSI Energy, Inc.} for the quarter ended March 31,
2003, File No. 1-3543). 3

Loan Agreement between PSI a$d the Jndiana Development Finance
Authority dated as of December (1, 2004, relating to Series 20048
{filed with Form 8-K of Duke Energy Indiana, Inc. (formerly PSI
Energy, Inc.), filed on Decembet 9, 2004, File No. 1-3543).

DUKE ENERGY CORPORATION / 2010 FORM 10-K E6 :
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Duke Energy

Duke Energy  Duke Energy
Carolinas Ohio

Duke Energy
Indiana

4.25

10.1

10.1.1

10.2

10.2.1

10.3

10.4

105 **

10.5.1**

10.5.2**

10.5.3**

Loan Agreement between PSI and the Indiana Development Finance
Authority dated as of December 1, 2004, relating to Serles 2004C
(filed with Form 8-K of Duke Energy Indiana, Inc. (formerly PSI
Energy, Inc.), filed on December|2, 2004, File No. 1-3543).

Purchase and Sale Agreement dated as of January 8, 2006, by and
among Duke Energy Americas, LLC, and LSP Bay 11 Harbor Holding,
LLC (filed with the Form 10-Q of the registrant for the quarter ended
March 31, 20086, File No. 1—32i|353. as Exhibit 10.2).

Amendment to Purchase and Saje Agreement, dated as of May 4,
2006, by and among Duke Energy Americas, LLC, LS Power
Generation, LLC (formerly knowrr as LSP Bay |l Harbor Holding,
LLC), LSP Gen Finance Co, LLC, LSP South Bay Holdings, LLC, LSP
QOakland Holdings, LLC, and LSR Morre Bay Holdings, LLC ((filed
with the Form 10-Q of the regisirant for the quarter ended

March 31, 2006, File No. 1—332?353, as Exhibit 10.2.1).

Purchase and Sale Agreement di;tecl as of January 8, 2006, by and
among Duke Energy Americas, L}LC, and LSP Bay |l Harbor Holding,
LLC (filed with Form 10-Q of Duke Energy Corporation (formerty
known as Duke Energy Holding Corp.) for the quarter ended

March 31, 2006, File No. 1-32853, as exhibit 10.2).

Amendment to Purchase and Sale Agreement, dated as of May 4,
2006, by and among Duke Enefgy Americas, LLC, LS Power
Generation, LLC (formerty known as LSP Bay |l Harbor Holding,
LLC), LSP Gen Finance Co, LLC) LSP South 8ay Hokdings, LLC, LSP
Qakland Holdings, LLC, and LSP Morro Bay Holdings, LLC (filed
with Form 10-Q of Duke Energy:Corporation (formerly known as
Duke Energy Holding Corp.) fior the quarter ended March 31, 2006,
File No. 1-32853, as exhibit 10,2.1).

Employment Agreement dated February 4, 2004, among Cinergy
Corp., Duke Energy Chio, Inc., qnd Duke Energy, Indiana, Inc., and
James E. Rogers (filed with Fi 10-K of Duke Energy Ohio, Inc.
{formerly The Cincinnati Gas & Hleciric Company) for the year ended
12/31/03, File No. 1-1232).

Employment Agreement dated February 4, 2004, among Cinergy
Comp., CG&E, and PSI, and James E. Rogers (filed with Fom 10-Q
of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.} for the
guarter ended September 30, 1996, File No. 1-3543).

Directors’ Charitable Glving Program {fled with Form 10-K of Duke
Energy Carolinas, LLC for theyear ended December 31, 1992, File
No. 1-4928, as Exhibit 10-P).

Ameridment to Directors’ Charitaiole Giving Program dated June 18,
1997 {filed with Form 10-K of Buke Energy Carolinas, LLC for the

year ended December 31, 2003 File No. 1-4928, as

Exhibit 10-1.1), E

Amendment to Directors’ Charitdble Giving Program dated July 28,

1997 (fileg with Form 10-K of Duke Energy Carolinas, LLC for the

year ended December 31, 2003, File No. 1-4928, as

Exhibit 10-1.2).

Amendment to Directors’ Charrtabie Giving Program dated

February 18, 1998 (filed with Fbrm 10-K of Duke Energy Carolinas,
LLE for the year ended Decembér 31, 2003, File No. 1-4928, as
Exhibit 10-1.3).
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Exhibit
Number

Duke Energy
Puke Energy Carolinas

Duke Energy  Duke Energy

Ohio

- Indlana

106 Fifteenth Supplemental Indenture,

dated as of April 3, 2006, among X

the registrant, Duke £nergy and JPMorgan Chase Bank, N.A. (as
successor 10 Guaranty Trust Company of New York), as trusiee (the
*Trustee”), supplementing the Senmr Indenture, dated as of
September 1, 1998, between Duke Power Company LLC (formerly
Duke Energy Corporation} and the Trustee (filed with Form 10-Q of

Duke Energy Corporation, File Na.

exhibit 10.1).

1-32853, August 9, 2006, as

10.7 Amended and Restated EmployrnFnt Agreement dated October 11,
2002, among Cinergy Corp., Senvices, Duke Energy Ohio, Inc., and

Duke Energy Indiana, inc., and W

iiam J. Grealis (filed with Form

10-K of Duke Energy Chin, Inc. (formerly The Cincinnatl Gas &
Electric Company) for the year ended 12/31/02, File No. 1-1232).

10.7.1 Amended Employment Agreement effective December 17, 2003 to
Employment Agreement dated October 11, 2002, among Cinergy
Corp., Services, Duke Energy Ohio, Inc., and Duke Energy Indiana,
Inc., and William J. Greafis (filed with Form 10-K of Duke Energy

Ohig, Inc. (formerly The Cincinn
year ended 12/31/03, File No. 14

ahi Gas & Electric Company) for the

1232).

108 Amended and Restated Emplayment Agreement dated October 11,
2002, among Cinergy Corp., Ser\poes CG&E, and PSI, and William
J. Grealis (filed with Form 10-Q of Duke Energy Indiana, Inc.

(formerly PSI Energy, Inc.) for the

1996, File No. 1-3543). |

guarter ended September 30,

10.8.1 Amended Employment Agreement effective December 17, 2003 to
Employrent Agreement dated October 11, 2002, among Cinergy

Corp., Services, CGAE, and PSI,
Form 10-Q of Duke Energy India

nd William J. Grealis (filed with
a, Inc. (formerly PSI Energy, Inc.)

for the quarter ended September 30, 1996, Flie No. 1-3543).

109 **  Duke Energy Corporation 19598 Long-Term Incentive Plan, as _ X
amended (filed as Exhibit 1 to Schedule 14A of Duke Energy

Carolinas, LLC, March 28, 2003

10.10 Agreements with Piedmont Electr

File No, 1-4928).

ic Membership Corporation, X

Rutherford Electric Membership Comoration and Blue Ridge Electric
Membership Corporation to rovide wholesale electricity and related

power scheduling services from

ber 1, 2006 through

December 31, 2021 (filed with Fbrm 10-Q of Duke Energy
Corporation, File No. 1-32853, A‘hgust 9, 2006, as exhibit 10.15).

1011  Amended and Restated Employmi;m Agreement dated October 1,
2002, among Cinergy Corp., Ser\"ioes, Duke Energy Ohio, Inc., and
Duke Energy tndiana, Inc., and Donaid 8. tngle, Jr. {filed with Form

10-K of Duke Energy Ohiio, Inc. tlo

rmerty The Cincinnati Gas &

Electric Company) for the year en?ed 12/31/02, File No. 1-1232).

|
10.12 Amended and Restated Employment Agreement dated October 1,
2002, among Cinergy Corp., Senices, CG&E, and PSI, and Donald

B. Ingle, Jr. {filed with Form 1

of Duke Energy Indiana, Inc.

(formerly PSI Energy, Inc.) for the quarter ended September 30,

1996, File No. 1-3543).

10.13**  Duke Energy Corporation Executive Short-Term Incentive Plan (filed X

as Exhibit 2 to Schedule 14A of D
March 28, 2003, File No. 1-492

DUKE ENERGY CORPORATION / 2010 FORM 10-K
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Duke Energy  Duke Energy  Duke Energy

10.14

10.15

10.15.1

10.15.2

10.16

10.16.1

10.16.2

10,17 **

10.18

10.19
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$2,650,000,000 Amended and Restated Credit Agreement, dated X
as of June 28, 2007, amang Bluke Energy Corporation, Duke

Energy Carolinas, LLC, Duke Erfrgy Ohio, Inc., Duke Energy

Indiana, Inc. and Duke Energy Kentucky, Inc., as Borrowers, the

banks listed therein, Wachovia Bank, National Association, as

Administrative Agent, JPMorgan Chase Bank, National Association,

Barclays Bank PLC, Bank of Aferica, N.A. and Citibank, N.A., 2s

Co-Syndication Agents and The|Bank of Tokyo-Mitsubishi, Ltd.,

New York Branch and Credit Suisse, as Co-Documentation Agents

{filed with the Form 8-K of the Ifegistrant. July 5, 2007, File

No. 1-4928, as Exhibit 10.1). |
- |

|

Amended and Restated Emp t Agreament dated X
September 12, 2002, among Cinergy Corp., Services, Duke Energy

Ohio, Inc., and Duke Energy Indiana, Inc., and Michael J. Cyrus

(filed with Form 10-K of Duke Energy Ohio, Inc. {formerly The

Cincinnatl Gas & Electric Company) for the year ended 12/31/02,

File No. 1-1232). ;

Amended Employment Agreemént effective December 17, 2003 to X
Employment Agreement dated Jeptember 12, 2002, among
Cinergy Corp., Services, Duke Energy Ohio, Inc., and Duke Energy
Indiana, Inc., and Michael J. Cyrus (fled with Form 10K of Duke
Energy Ohio, Inc. (formetly The Cincinnati Gas & Electric Company)
for the year ended 12/31/03, F{ie Ng. 1-1232),

Form of amendment to employrient agreement, adopted and X
effective December 14, 2005, between Services and each of 1
Michael J. Cyrus and James L. Turner {filed with Form 10-K of

Duke Energy Ohio, Inc. {formery The Cincinnati Gas & Electric

Company) for the year ended 12/31/02, Flle No. 1-1232).

Amended and Restated Empioyiment Agreement dated

September 12, 2002, among Cinergy Corp., Services, CG&E, and
PSI, and Michael J. Cyrus (filediwith Form 10-Q of Duke Energy
Indiana, Inc. {formerly PS| Enery, Inc.) for the quarter endad
September 30, 1996, File No. 1-3543).

Amended Employment Agreement effective December 17, 2003 o
Employment Agreement dated September 12, 2002, among

Cinergy Corp., Services, CG&E, {ind PS!, and Michael J, Cyrus (filed
with Form 10-Q of Duke Energy] fndiana, Inc. (formerly PSI Energy,
inc.} for the quarter encled Septémber 30, 1936, File No. 1-3543),

Form of amendment to empioyquent agreement, adopted and
effective December 14, 2005, Hetween Services and each of
Michael J. Cyrus and James L. Turner (filed with Form 10-Q of
Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter
ended September 30, 1996, FII? No. 1-3543).

Buke Energy Corporation Execuqlrve Savings Plan, as amended and X
restated (filed with Form 8-K of Duke Energy Corporation,
October 31, 2007, File No. 1-32853, as Exhibit 10.1).

Asset Purchase Agreement by and Between Saluda River Electric X
Cooperative, Inc., as Seller, and [Duke Energy Carolinas, LLC, as

Purchaser, dated Decemnber 20, 2006 (filed with the Form 8-K of

the registrant, File No. 1-4928, December 27, 2006, as

exhibit 10.1).

Amended and Restated Employment Agreement dated X .
September 24, 2002, among Ci Corp., Services, Duke Energy

Ohig, Inc., and Duke Energy Indiiana, Inc., and James L. Tumer

{filed with Form 10-K of Duke Energy Ohiio, Inc. (formerty The

Cincinnati Gas & Electric Company) for the year ended 12/31/03,

File No. 1-1232).
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10.19.1

10.20

10.20.1

10.21 **

10.22

10.23

10.23.1

10.24

10.24.1

10.25 **
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Amended Employment Agreement effective December 17, 2003 10
Employment Agreement dated ber 24, 2002, among
Cinergy Corp., Services, Duke F‘.xergy Ohio, Inc., and Duke Energy
indiana, Inc., and James L. Tumer {filed with Form 10-K of Duke
Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company}
for the year ended 12/31/03, File No. 1-1232).

Amended and Restated Empioyl Agreement dated

September 24, 2002, among Cinergy Corp., Services, CG&E, and
PSI, and James L. Tumer (filed with Form 10-Ql of Duke Energy
Indiana, Inc. (formerly PSt Energy, Inc.} for the quarter ended
September 30, 1996, File No. 1|-3543).

Amended Employment Agri Int effective Decemnber 17, 2003 to
Ermployment Agreement dated September 24, 2002, among

Cinergy Corp., Services, CG&E, and PSi, and James L Tumer (filed
with Form 10-Q of Duke Energy Indiana, inc. (formerly PSI Energy,
Inc.) for the quarter ended September 30, 1996, File No. 1-3543).

Non-Qualified Option Agreement dated as of November 17, 2003
pursuant o Duke Energy Corporation 1998 Long-Term Incentive
Plan, by and between Duke Endrgy Corporation and Paul M.
Anderson (filed with Form 10-K|of Duke Energy Caroalinas, LLC for
the year ended December 31, 2004, File No. 1-4928, as

Exhibit 10-18.4).

Settlement between Duke Energy Corporation, Duke Energy
Carolinas, LLC and the U.S. Department of Justice resolving Duke
Energy's used nuclear fuel litigation against the U.S. Department of
Energy dated as of March 6, 2007 (filed with the Form 8-K of the
registrant, File No. 1-4928, Match 12, 2007, as item 8.01).

Employment Agreement dated November 15, 2002, among
Cinergy Corp., Duke Energy Ohip, Inc., and Duke Energy Indiana,
Inc. and Marc E. Manly (filed with Form 10-K of Duke Energy Ohio,
Inc. {formetly The Cincinnati Gas & Electiic Company) for the year
ended 12/31/03, File No. 1-1232).

Amended Employment Agreement effective December 17, 2003 1o
Employment Agreement dated November 15, 2002, among
Cinergy Corp., Duke Energy Ohip. Inc., and Duke Energy Indiana,
tnc., and Marc E. Manly {filed with Form 10-K of Duke Enengy
QOhio, Inc. (formerly The Cincinnati Gas & Electric Company) for the
year ended 12/31/03, File No. 1-1232).

|
Employment Agreement dated November 15, 2002, among
Cinergy Corp., CG&E, and PSI and Marc E. Manly (filed with Form
10-Q of Duke Energy Indiana, Inc. (formerdy PSI Energy, Inc.) for
the quarter ended Seplember 3?, 1996, File No. 1-3543),

Amended Employment Wm effective Decemnber 17, 2003
Employment Agreement dated Movember 15, 2002, among
Cinergy Corp., CG&E, and P3I, and Marc £. Manly (filed with Form
10-Q of Duke Energy Indiana, Inic. (formerdy PSI Energy, inc.) for
the quarter ended September 3?, 1996, File No. 1-3543),

Form of Phantom Stock Award dated February 28,
2005, pursuant to Duke Energy Corporation 1998 Long-Term
Incentive Plan by and between Duke Energy Comporation and each
of Fred J. Fowler, David L. Hauser, Jimmy W. Mogg and Ruth G.
Shaw (filed with the Form 8-K of Duke Energy Carolinas, LLC, File
No. 1-4928, February 28, 2005, as Exhibit 10-2).
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Duke Energy Duke Energy
Carolinas Ohio

Duke Energy
Indiana

10.26

10.27

10.28

10.29 *

10.30

10.31

10.32

10.321

1033 =

10.34

10.36
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" Engineering, Procurement and Construction Agresment, dated

July 11, 2007, by and be
Stone &Webster National Engi
10-Q of the registrant, November 13, 2007, File No. 1-4928, as
Exhibit 10.1}. (Portions of the exhibit have been omitted and filed
separately with the Securities and Exchange Commission pursuant
10 a request for confidentiai treatment pursuant to Rule 24b-2
under the Securities Exchiange Act of 1934, as amended.)

Duke Energy Carolinas, LLC and
ring P.C. (filed with the Form

Deferred Compensation Agreement between Duke Enesgy Ohio, Inc.
and Jackson H. Randolph dateq January 1, 1992 (filed with Form
10-K of Duke Energy Ohio, Inc.; (formerly The Cincinnati Gas &
Electric Company) for the year ended 12/31/92, File No. 1-1232).

Deferred Compensation Agreement, effective as of January 1,

1992, between PSI and James E. Rogers {filed with Form 10-Q of
Duke Energy Indiana, Inc. (forrqeﬂy PSI Energy, Inc.) for the quarter
ended September 30, 1996, File No. 1-3543).

Form of Phantom Stock Award Agreement dated as of May 11,
2005, pursuant to Duke Energy Corporation 1998 Long-Term
Incentive Plan by and between Duke Energy Corporation and
Jimmy W. Mogg. (filed with Form 10-Qi of Duke Energy Carolinas,
LLC for the quarter ended June 30, 2005, File No. 1-4928, as
Exhibit 10-6), ‘

Amended and Restated Engi ‘ ing, Procurement and Construction
Agreement, dated February 20,2008, by and between Duke
Energy Carolinas, LLC and Stone & Webster National Engineering
B.C. tfiled with the Form lo-tggf the regisirant, May 14, 2008,
File No. 1-4928, as Exhibit 10,1). (Portions of the exhibit have
been omitted and filed separately with the Securities and Exchange
Commission pursuant to a requeest for confidential treatment
pursuant to Rule 24b-2 under the Securities Exchange Act of 1934,
as amended). i

Split Dollar Insurance Agmneti\t effective as of May 1, 1993,
between Duke Energy Ohio, Inc. and Jackson H. Randolph (filed
with Form 10-K of Duke Energy Ohio, Inc. tformerly The Cincinnati
Gas & Electric Company} for the year ended 12/31/94, File

No. 1-1232). |

Split Dollar Life Insurance Agres!emmt. effective as of January 1,
1992, between PS! and James|E. Rogers (filed with Form 10-Q of
Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.)} for the quarter
ended September 30, 1996, File No. 1-3543).

First Amendment to Split Dollan Life Insurance Agreement between
PSi and James E. Rogers dated December 11, 1992 (filed with
Form 10-G of Duke Energy Indfana, Inc. (formerly PS! Energy, Inc.)
for the quarter ended September 30, 1996, File No. 1-3543).

Form of Phantom Stock Award Agreement dated as of May 12,
2003, pursuant to Duke Energy Comporation 19598 Long-Term
Incentive Plan by and between Duke Energy Corporation and
nonemployee directors (filed in Form 8-K of Duke Energy Carolinas,
LLC, May 17, 2005, File No. 1-4928, as Exhibit 10-1).

Amendead No. 1 to the Amended and Restated Credit Agreement
(filed on Form 8-K of the registtant, March 12, 2008, File
No. 1-4928, as Exhibit 10.1).

Amended and Restated Supplemental Retirement Income
Agreement between Duke Energy Ohio, Inc. and Jackson H.
Randolph dated January 1, 19i95 {filed with Form 10-K of Duke

Energy Ohio, lnc. (formerly The Cincinnati Gas & Electric Company)
for the year ended 12/31/95, %ie No. 1-1232).
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Duke Energy  Duke Enesgy
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Buke Energy
Indiana

10.36

10.37

10.38

10.39

10.40

10.41

10.42

1043

10.44

10.45 **

10.45.1*+

10.45.2%*
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Asset Purchase Agreement by ang among Cinergy Capital &
Trading, inc. (Capital & Trading), CinCap Madison, LLC and PSI
dated as of February 5, 2003 (filed with Form 10-Q of Duke Energy
Indiana, Inc. {formerly PSI Energy, Inc.} for the quarter ended
September 30, 1996, File No. 1:3543).

Form of Phartom Stock Award Algreement (filed with Form 8-K of
Duke Energy Corporaticn, File N?. 1-32853, April 4, 2006, as
Exhibit 10.1}. }
|

|
Amended and Restated Engineering and Construction Agresment,
dated as of December 21, 2009, by and between Duke Energy
Canolinas, LLC and Shaw North Carolina, Inc.

Amended and Restated Suppleni‘enlat Executive Retirement Income
Agreemenit between Duke Energy Ohio, Inc. and certain executive
officers {filed with Form 10-K of Duke Energy Chio, Inc. (formerly
The Cincinnati Gas & Electric Company) for the year ended
12/31/97, File No. 1-1232).

Asset Purchase Agreement by arid among Capital & Trading.,
CinCap VI, LLC and PS| dated ak of February 5, 2003 {filed with
Form 10-Q of Duke Energy Indiana, Inc. {formerly PSI Energy, Inc.)
for the quarter ended September|30, 1996, File No. 1-3543),

Form of Performance Share Awafd Agreement (filed with Form 8-K
of Duke Energy Corporation, File|No. 1-32853, April 4, 2006, as
Exhibit 10.2).

Eighty-Eighth Supplemental Indenture dated as of November 17,
2008, between Duke Energy Cafolinas, LLC and The Bank of New
York Mellon Trust Company, N.A., as Trustee (filed with the Form
8-K of the registrant, File No. 1-4928, November 17, 2008, as
item 4.1).

Asset Purchase Agreement by a |d among Duke Energy Indiana,

Inc. and Duke Energy Ohio, Inc.|and Allegheny Energy Supply
Company, LLC, Allegheny Energy Supply Wheatland Generating
Facility, LLC and Lake Acquisition Company, L.L.C., dated as of
May 6, 2005 (filed with Form 10-Q of Duke Energy Ohio, Inc.
(formerly The Cincinnati Gas & Blectric Company} for the quarter
ended june 30, 2005, File No. 1-1232).

Asset Purchase Agreement by ar11d among PSI and CG&E and
Allegheny Energy Supply Company, LLC, Allegheny Energy Supply
Wheatland Generating Facility, ;LC and Lake Acquisition Company,
L.L.C., dated as of May 6, 2009 (filed with Form 10-Q of Duke

Energy Indiana, Inc. (farmerly P$I Energy, Inc.) for the quarter
ended September 30, 1996, F!N;. No. 1-3543).

Employment Agreement betwmu"n Duke Energy Corporation and
James E. Rogers, dated April 4, 2006 (filed with Form 8-K of Duke
Energy Corporation, File No. 1-(12853, April 6, 2006, as
Exhibit 10.1). ;

|
Performance Award Agreement between Duke Energy Corporation
and James E. Rogers, dated Apri 4, 2006 (filed with Form 8-K of
Duke Energy Corporation, File Nb. 1-32853, April 6, 2008, as
Exhibit 10.2). i
|

Phantom Stock Grant Agreement between Duke Energy Corporation
and James E. Rogers, dated April 4, 2006 (filed with Form 8-K of
Duke Energy Corporation, File Np. 1-32853, April 6, 2006, as
Exhibit 10.3). 1
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10.46

1047

10471

10.48

10.49 **

10.50

10.51

10.51.1

10.51.2
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Underwriting Agreemert, dated as of November 12, 2008, with X
Barclays Capital Inc., Citigroup Global Markets Inc. and Credit

Suisse Securities (USA) LLC, as!representatives of the several

underwriters named therein, in ¢onnection with Duke Energy

Carolinas, LLC's issuance and sale of $400,000,000 aggregate

principatl amount of its First and{ Refuinding Mortgage Bonds,

5.75% Series C due 2013 and $500,000,000 aggregate principal

amount of its First and Refunding Morigage Bonds, 7.00% Series C

due 2018 (filed with the Form 8-K of the registrant, File No.

1-4928, Navember 17, 2008, as item 99.1).

|
I

$2,650,000,000 Amended arz Restated Credit Agreement, dated X

as of June 28, 2007, among Duke Energy Corporation, Duke
Energy Carolings, LLC, Duke E Ohio, Inc., Duke Energy
Indiana, Inc. and Duke Energy Kentucky, Inc., as Bomrowers, the
banks listed therein, Wachovia Bank, National Association, as
Administrative Agent, JPMorgan Chase Bank, National Association,
Barclays Bank PLC, Bank of ica, N.A. and Citihank, N.A., as
Co-Syndlication Agents and The Bank of Tokyo-Mitsubishi, Ltd.,
New York Branch and Credit Suisse, as Co-Documentation Agents
(filed in Form 8-K of Duke Energy Ohio, Inc., July 5, 2007, File
No. 1-1232, as Exhibit 10.1). }

Amendment No. 1 to the Arnen!ned and Restated Credit Agreement X
{filed on Form 8-K of Duke Enetgy Ohio, Inc., March 12, 2008,
File No. 1-1232, as Exhibit 101,

Underwriting Agreement in connection with PS issuance and sale
of $350,000,000 aggregate principal amount of its 6.12%
Debentures due 2035 (filed with Form 10-Q of Duke Energy
Indliana, Inc. {formerly PSI Energy, Inc.) for the quarter ended
September 30, 1996, File No. 1-3543).

Form Phantom Slack Award Agreement and Election 1o Defer (filed X
with Form 8-K of Duke Energy Comoration, File No.
1-32853, May 16, 2006, as Eiuhibit 10.1).

Keepwell Agreement, dated Apil 10, 2006, between Duke Capital X -
LLC an¢ Duke Energy Ohio, Ing, (filed with Form 10-K of Duke
Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric
Company), filed on April 14, 2006, File No. 1-1232).
|

$2,000,000,000 Amended and Restated Credit Agreement among
the registrant, such subwidiaries, the banks listed therein, Barclays
Bank PLC, as Administrative , and JPMorgan Chase Bank,
N.A., as Syndication Agent {filed with Form 10-Q of Duke Energy
indiana, Inc. (formerty PSI Enen?gy, Inc.) for the quarter ended
September 30, 1996, File No. 1-3543).

$2.650,000,000 Amended and Restated Credit Agreement, dated
as of June 28, 2007, among Duke Energy Corporation, Duke
Energy Carolinas, LLC, Duke Eriergy Chio, Inc., Duke Energy
Indiana, Inc. and Duke Energy Kentucky, Inc., as Borrowers, the
banks listeg] therein, Wachovia Bank, National Association, as
Administrative Agent, JPMorgan Chase Bank, National Association,
Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as
Co-Syndication Agents and Thq Bank of Tokyo-Mitsubishi, Ltd.,
New York Branch and Credit Suisse, as Co-Documentation Agents
(filed in Form 8-K of Duke Energy Indiana, (nc., July 5, 2007, File
No. 1-3543, as Exhibit 10.1). |

Amendment No. 1 to the Amended and Restated Credit Agreement
(filed in Form 8-K of Duke E Indiana, Inc., March 12, 2008,
File No. 1-3543, as Exhibit 10{1).

i E-13
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Number

Duke Energy

Duke Energy  Duke Enem
Carolinas

Duke Energy
Indiana

10.52 Agreements with Piedmont Electri

Rutherford Electric Membership

Membership Corporation,
poration and Blue Ridge Electric

Membership Corporation to provide wholesale electricity and related

power scheduling services from

piember 1, 2006 through

December 31, 2021 (filed with the Form 10-Q of Duke Energy

Corporation for the quarter ended
1-32853, as Exhibit 10.15).

10.53

llune 30, 2006, Flie No.

Asset Purchase Agreement by and between Buke Energy indiana,

Inc., as Seller, and Wabash Valley Power Association, Inc., as
Buyer, Dated as of December 1, 2006 {flled with Form 10-Q of

Duke Energy Indiana, Inc. (formed)

ended Septernber 30, 1996, File

10.54 Purchase and Sale Agreement by

ly PSI Energy, Inc.) for the quarter
No. 1-3543).

gnd among Cinergy Capital &

Trading, Inc., as Seller, and Fortis Bank, 5.A/N.V., as Buyer, dated

as of June 26, 2006 (fileq with Fi
Corperation, File No. 1-32853, J

10.55

orm 8-K of Duke Energy
une 30, 2006, as Exhibit 10.1).

$330,000,000 Letter of Credit Aﬁement dated as of

September 19, 2008, among Duke Energy Indiana, Inc., Duke

Energy Kentucky, Inc., the banks fisted therein, Bank of America,
N.A., as Administrative Agent, Bapco Bilbao Vizcaya Argentaria,
5.A.-New York Branch, as Syndication Agent, and the Bank of
Tokye-Mitsubishi UFJ, Lid., lntesq: Sanpaolo S.p.A., New York
Branch, Mizuho Corporate Bank (USA), and Wells Fargo Bank,
National Association, as Co-Docufmentation Agents (flled with Form

10-Q of Duke Energy Indiana, Ing. for the quarter ended

September 30, 2008, File No. 1-

10.56**

3543, as Exhibit 10.1).

Form of Amendment to Performance Award Agreement and

Phantom Stock Award Agreement (fited with Forr 8-K of Duke
Energy Corporation, File No. 1-32853, August 24, 2006, as Exhibit

10.1).

10.57

Engineering, Procurement and Construction Management Agreement

dated December 15, 2008 between Duke Energy Indiana, Inc. and
Bechtel Power Corporation (Portions of the exhibit have been
omitted and filed separately with e Securities and Exchange
Commission pursuant to a request for confidential treatment

pursuant to Rule 24b-2 under the Securities Exchange Act of 1934,
as amended).

10.58**  Form of Amendment 1o Phantom Stock Award Agreement (filed with
Formn 8-K of Duke Energy Corporation, File No.

1-32853, August 24, 2006, as Exhibit 10.2).

10.59 Formation and Sale Agreement by and among Duke Ventures, LLC,
Crescent Resources, LLC, Morgan Stanley Real Estate Fund V U S.
L.P., Morgan Stanley Real Estate Fund V Special U.S., LP., Morgan
Stanley Real Estate Investors V ) .. LP., MSP Real Estate Fund V,
L.P., and Morgan Stanley Strategic Inveslments, Inc., dated as of
September 7, 2006 (filed with mf Form 10-Q of Duke Energy
Corporation for the quarter ended | September 30, 2006, File No.
1-32853, as Exhibit 10.3). ‘

10.60 Fikieenth Suppiemental Indenture| dated as of April 3, 2006, among
the registrant, Duke Energy and JPMorgan Chase Bank, N.A. (as
successor {o Guaranty Trust Company of New York), as trustee (the
“Trustee”}, supplementing the Sexvior Indenture, dated as of
September 1, 1998, between Duke Energy Carofinas, LLC (formery
Duke Energy Corporation} and the Trustee {filed with the Form 10-Q
of Duke Energy Corporation for the quarter ended June 30, 2006,
File No. 1-32853, as Exhibit 10.1).

DUKE ENERGY CORPORATION / 2010 FORM 10-K E-14
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Duke Energy
Carolinas

Ouke Energy  Duke Energy

10.60.1

10.61 **

10.62

10.63

10.63.1

10.63.2

10.63.3

10.63.4

10.64

10.65

10.66 **

10.67 **

10.68 **

DUKE ENERGY CORPORATION / 2010 FORM 10-K

Stock Option Grant Agreement tLetween Duke Energy Corporation
and James E. Rogers, dated April 4, 2006 (filed with Form 8-K of
Duke Energy Corporation, File No. 1-32853, April 6, 2006, as
Exhibit 10.4).

Duke Energy Corporation 2006!Long-Term Incentive Plan (filed
with Form 8-K of Duke Energy Corporation, File
No. 1-32853, Cctober 27, 2006, as Exhibit 10.1).

Tax Matters Agreement, dated as of December 13, 2006, by and
between Duke Energy Corporation and Spectra Energy Corp (filed
with Farm 8-K of Duke Energy ation, File

No. 1-32853, December 15, 2006, as Exhibit 10.1).

Transition Services Agreement, dated as of December 13, 2006, by
and between Duke Energy Corporation and Spectra Energy Corp
{filed with Form 8-K of Duke Erjergy Corporation, File

No. 1-32853, December 15, %006, as Exhibit 10.2).

of December 13, 2006, by and between Duke Energy Corporation
and Spectra Energy Corp. (filed in Form 10-Q of Duke Energy
March 31, 2007, File

Amendment No. 1 to the Trar’jtion Services Agreement, dated as

Corporation for the quarter ende
Ne. 1-32853, as Exhibit 10.4)

Amendment No. 2 to the Transition Services Agreement, dated as
of Decemnber 13, 2006, by and between Duke Energy Corporation
and Spectra Energy Com. (filed |in. Form 10-0 of Duke Energy
Corporation for the quarter ended March 31, 2007, File

No. 1-32853, as Exhibit 10.5)§

Amendment No. 3 to the Transﬁtion Services Agreement, dated as
of December 13, 2006, by anq between Duke Energy Corporation
and Spectra Energy Corp. (filediin Form 10-Q of Duke Energy
Corporation for the quarter ended June 30, 2007, File

No. 1-32853, as Exhibit 10.3),

Amendment No. 4 to the Transition Services Agreement, dated as
of June 30, 2007, by and between Duke Enengy Corporation and
Spectra Energy Carp. {filed in Form 10-Q of Duke Energy
Corparation for the quarter ended September 30, 2007, File

No. 1-32853, as Exhibit 10.1%

Employee Matters Agreement, dated as of December 13, 2006, by
and between Duke Energy Corporation and Spectra Energy Corp.
(filed with Form 8-K of Duke Energy Corporation, File

No. 1-32853, December 15, 2006, as Exhibit 10.3)

First Amendment to Employee Matters Agreement, dated as of
Septernber 28, 2007 (filed In Form 10-Q of Duke Energy
Corporation for the quarter ended September 30, 2007, Flle
Ne. 1-32853, as Exhibit 10.3).

Duke Energy Corporation Directors’ Savings Plan i & II, as amended
and restated {filed with Form 8-K of Duke Energy Corporation,
dated October 31, 2007, File No. 1-4298, as Exhibit 10.2).

Form of Phantom Stock Award; Agreement (filed in Form 8-K of
Duke Energy Corporation, March 8, 2007, File No. 1-32853, as
itern 10.01).

Form of Performance Share Award Agreement (filed in Form 8-K of
Duke Energy Comoration, March 8, 2007, File No. 1-32853, as
item 10.02).
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Exhibit
Number

Duke Energy  Duke Energy

Duke Energy Carolinas Ohlo

Duke Energy

10.69

10.69.1

10.70 **

10.71 **

10.72

10.72.1

10.73

10.74 **

10.75 **

Separation and Distribution Agreement, dated as of Decamber 13, X
2006, by and hetween Duke Engrgy Corporation and Spectra

Energy Corp. (filed In Form 8-K of Duke Energy Corporation, Flie

No. 1-32853, December 15, 2q06, as item 2.1},

|
Amendment No. 1 to the Separation and Distribution Agreement, X
dated as of December 13, 2006 by and between Duke Energy

Corporation and Spectra Energy Corp. (filed in Form 10-Q of Duke

Energy Corporation for the quarter ended March 31, 2007, File

No. 1-32853, as Exhibit 10.3), |

Amendment to the Duke Energy Corporation 1998 Long-Term X
fncentive Plan, effective as of F(mary 27, 2007, by and between

Duke Energy Comporation and Spectra Energy Corp. (filed in Form

10-Q of Duke Energy Corporatios) for the quarter ended March 31,

2007, File No. 1-32853, as Exhibit 10.6).

Amendment to the Duke Energy ( ation 2006 Long-Term X
Incentive Plan, effective as of February 27, 2007, by and between

Duke Energy Corporation and Spéctra Energy Corp. (filed in Form

10-Q of Duke Energy CorporatEifj for the quaster ended March 31,

2007, File No. 1-32853, as ‘ibit 10.7).

$2,650,000,000 Amended and Restated Credit Agreement, dated X
as of June 28, 2007, among Duke Energy Corporation, Duke

Energy Carolinas, LLC, Duke Energy Ohig, inc., Duke Energy

Indiana, Inc. and Duke Energy Kentucky, Inc., as Bomowers, the

banks listed therein, Wachovia Bank, National Association, as

Administrative Agent, JPMorgan Chase Bank, National Association,

Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as
Co-Syndication Agents and The E}ank of Tokyo-Mitsubishi, Ltd.,

New York Branch and Credit Suisse, as Co-Documentation Agents

(filed in Form 8-K of Duke Energy Corporation, July 5, 2007, File

No. 1-32853, as Exhibit 10.1; the agreement was executed

June 28). i

Amendment No. 1 to Amended &nd Restated Credlit Agreement X
(fited in Farm 8-K of Duke Energy Corperation, March 12, 2008,
File No. 1-32853, as Exhibit 10]1).

|

Engineering, Procurement and Cl)nsu'uction Agreement, dated X
July 11, 2007, by and between Duke Energy Carofinas, LLC and

Stone & Webster National Engin
have been omitted and filed sep
Exchange Commission pursuant
treatment pursuant to Rule 24b-
Act of 1934, as amended) (filed

ing P.C. (portions of the exhibit
rately with the Securities and
t0 a request for confidential
2 under the Securities Exchange
in form 10-Q of Duke Energy

Corporation for the quarter ended September 30, 2007, File

No. 1-32853, as Bxhibit 10.2).

Change in Control Agreement by

and between Duke Energy X

Corporation and James L. Tumey, dated April 4, 2006 (filed with

Form 10-K of Duke Energy Comx
December 31, 2007, File No, 1-

Change in Control Agreement by
Corporaticn and Marc E. Manly,
Form 10-K of Duke Energy Comx
December 31, 2007, File No. 1

DUKE ENERGY CORPORATION / 2010 FORM 10-K

oration for the year ended
32853, as Exhibit 10.64.1).

and between Duke Energy X
dated April 4, 2006 (filed with

oration for the year ended

32853, as Exhibit 10.66.1).
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Number

Duke Energy
Duke Energy Carolinas

Duke Energy
Qhlo

Duke Energy
Indiana

10.76

10.77**

10.78*

10.79

10.80**

10.81

10.82

10.83

10.84**

10.85%*

10.86**

10.87*%

10.88**

Amended and Restated Engineering, Procurement and Construction X
Agreement, dated February 20, 2008, by and batween Duke Energy

Carolinas, LLC and Stone & Webster National Engineering P.C.

{portions of the exhibit have been amitted and filed separately with

the Securities and Exchange Commission pursuant 0 a request for

confidential treatment pursuant 1o Rule 24b-2 under the Securities

Exchange Act of 1934, as amended) (filed in Form 10-Q of Duke

Energy Corporation for the quarter ended March 31, 2008, File No.

1-32853, as Exhibit 10.1}.

Form of Phantom Stock Agreement (filed on Form 8-K of Duke X
Energy Corporation, February 22, 2008, File No. 1-32853, as
Exhibit 10.1). '

Form of Performance Share Agreement {filed on Form 8-K of Duke X
Energy Corporation, February 22, 2008, File No. 1-32853, as
Exhibit 10.2}.

Amendment No. 1 to the Amended and Restated Credit Agreement X
(filed on Form 8-K of Duke Energy Corporation, March 12, 2008,
File No. 1- 32853, as Exhibit 10.1).

Summary of Director Compensation Program (filed in Form 10-Q of X
Duke Energy Corporation for the quarter ended June 30, 2008, Fike
No. 1-32853, as Exhibit 10.1),

Agreement and Plan of Merger by and among DEGS Wind |, LLC, X
DEGS Wind Vermont, Inc., Catamount Energy Corporation (filed in

Form 10-Q of Duke Energy Corporation for the quarter ended

June 30, 2008, File No. 1-32853, as Exhibit 10.2).

Amended and Restated Engineeﬁng and Consfruction Agreement, X
dated as of December 21, 2009, by and between Duke Energy
Cardlinas, LLC and Shaw North Carolina, Ing.

Operating Agreement of Ploneer Transmission, LLC (filed in Form X
10-Q of Duke Energy Corporation for the quarter ended
Septernber 30, 2008, File No. 1-32583, as Exhibit 10.1).

Amendment to Duke Energy Coc]poration Executive Savings Plan, X
effective as of August 26, 2008 (filed on Form 8-K of Duke Energy

Corporation, Septernber 2, 2008, File No. 1-32583, as Exhibit

10.1).

Duke Energy Corporation Executive Cash Balance Plan, as Arended X
and Restated Effective August 26, 2008 (filed on Form 8K of Duke

Energy Corporation, September 2, 2008, File No. 1-32583, as

Exhibit 10.2).

Amendment ta Employment Agreement with James E. Rogers, X
effective as of August 26, 2008|(filed on Form 8-K of Duke Energy

Corporation, September 2, 2008, File No. 1-32583 as Exhibit

10.3).

Form of Amended and Restated|Change in Control Agreement, X
effective as of August 26, 2008| (filed an Form 8-K of Duke Energy

Corporation, September 2, 200?. File No. 1-32583 as Exhiibit

10.4). i

Amendment to Phantom Stock énd Performance Awards with James X
E. Rogers, effective as of August 26, 2008 (flled on Form 8-K of

Duke Energy Corporation September 2, 2008, File No. 1-32853, as

Exhibit 10.5).
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Exhibit
Number

Duke Energy

Duke Energy

Carolinas

Duke Enefgy  Duke Energy
Ohle Indlana

10.89 **

10.90 **

1091 **

1092 *ik

10.93 **

10.94

10.95

10.96

*10.97 **

10.98 *

10.99 **

10.100**

10.101

10.102*

Amendment to Deferred Compensation Agreement with James E.
Rogers, effective as of August 26, 2008 (filed on Form 8-K of Duke
Energy Corporation, September 2, 2008, File No. 1-32583, as

Exhibit 10.6}.

Amendment to Award Agreements pursuant to the Long-Term
Incentive Plans (Employees), effective as of August 26, 2008 (filed
on Form 8-K of Duke Energy Corporation, September 2, 2008, File

No. 1-32583, as Exhibit 10.7).

Amendment to Award Agreements pursuant to the Long-Term
Incentive Plans (Directors), effective

on Form 8-K of Duke Energy CoTpo

No. 1-32583, as Exhibit 99.1).

live as of August 26, 2008 (filed
rporation, September 2, 2008, File

Amendment to Duke Energy Corporation Directors’ Savings Plan,
effective as of August 26, 2008 (filed on Form 8-K of Duke Energy
Corporation, September 2, 2008, File No. 1-32583, as

i

Exhibit 99.2).

Deferred Compensation Agreement dated December 16, 1992,
between PS| Energy, Inc. and Jdmes E. Rogers, Jr,

Engineering, Procurement and Construction Management
Agreement dated December 15,/ 2008 between Duke Energy
Indiana, Inc. and Bechtel Powe«J‘ Corporation, {Portions of the

exhibit have been omitied and i
and Exchange Commission pu

separately with the Securities
ant to a request for confidential

treatment pursuant to Rule 24b-2 under the Securities Exchange

Act of 1934, as amended).

i
Retirement Agreement by and l
Services LLC and David L. Ha

(filed on Form 8-K of Duke

Duke Energy Business
, effective as of June 22, 2009
Corporation, June 26, 2009,

File No. 1-32853, as Exhibit ‘.1].

Amended and Restated Enginad;'ing and Construction Agreement,
dated as of March 8, 2010, by §nd between Duke Energy
Carolinas, LLC and Shaw North Carolina, Inc. (filed in Form 10-Q

of Duke Energy Corparation for tpe quarter ended March 31,
2010, File No. 1-32853, as Exinibit 10.1}.

Retirement Agreement dated December 9, 2010 between James L.
Tumer and Duke Energy Business Services LEC {filed on form 8K
of Duke Energy Corporation, December 9, 2010, File No.

1-32583 as Exhibit 10.1).

Form of Performance Award Agreement of Duke Energy
Corporation (filed on Form 8-K of Duke Energy Corporation,

February 22, 2011, File No. 1-3

326583 as Exhibit 10.1).

Form: of Phantom Stock Award of Duke Energy Corporation (filed
on Form 8-K of Duke Energy Corporation, February 22, 2011, File

No. 1-32583 as Exhibit 10.2).

Form of Performance Award Agreement by and between Duke
Energy Corporation and James E. Rogers (filed on Form 8-K of
Duke Energy Corporation, February 22, 2011, File No. 1-32583

as bBxhibit 10.3),

Duke Energy Corporation Executjve Severance Plan (filed on Form

8-K of Duke Energy Corporation
1-32583 as Exhibit 10.1).

Form of Amendment to Change
Energy Corporation.
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Exhibit Duke Energy Duke Energy Duke Energy
Number Duke Energy Carolinas Ohle Indiana
10.103 $200,000,000 Credit Agreement dated as of April 7, 2010 among X X
Duke Energy Corporation and Duke Energy Carolinas, LLC, as
Bomowers, the banks listed thqiein. Branch Banking and Trust
Company, as Administrative t, Regions Bank, as Syndication
Agent and First Tennessee Bank N.A. and RBC Bank (USA) as
Co-Documentation Agents {filed on Form 8-K of Duke Energy
Corporation, April 12, 2010, F’Ie No. 1-32583 as Exhibit 10.1}.
10.104  Ninety-First Supplemental indenture dated as of June 7, 2010 of X
Duke Energy Carolinas, LLC toi e Bank of New York Melion Trust
Company, N.A., as Trustee {filed on Form 8-K of Duke Energy
Caroiinas, LLC, June 7, 2010, |File No. 1-04928 as Exhibit 4.1).
10,105 Sixy-Second Supplemental Inéemure. dated as of July 9, 2010, X
between the Company and Det‘.ltsche Bank National Trust
Company, as frustee, providing for the issuance of the Bonds. (filed
on Form 8-K of Duke Energy | ‘ iana, July 9, 2010, File
No. 1-03543 as Exhibit 4.1). |
*12.1 Computation of Ratio of Earnin‘F,s 10 Fixed Charges - DUKE X
ENERGY CORPORATION
¥12.2 Computation of Ratio of Eamings to Fixed Charges — DUKE X
ENERGY CAROLINAS
*12.3 Computation of Ratio of Eamings o Fixed Charges - DUKE X
ENERGY OHIQ
*12.4 Computation of Ratio of Earnings to Fixed Charges - DUKE X
ENERGY INDIANA
*21 List of Subsidiaries, X
*23.1.1 Consent of independent Registéred Public Accounting Firm. X
*23.1.2 Consent of Indepandent Regi Public Accounting Firm. X
*23.1.3 Consent of Independent Registered Public Accounting Firm. X
*23.14 Consent of Independent Registéred Public Accounting Firm. X
|
|
*24.1 Power of attorney authorizing Lynn J. Good and others to sign the X
annyal report on behalf of the Hngstrant and certain of its directors
and officers. |
*24.2 Certified copy of resolution of H‘Te Board of Directors of the registrant X
authorizing power of attomey. i
*31.1.1 Certification of the Chief Execuﬁve Officer Pursuant to Section 302 X
of the Sarbanes-Oxiey Act of 2@2.
|
*31.1.2 Certiftcation of the Chief Exec Officer Pursuant to Section 302 X
of the Sarbanes-Oxley Act of 2002.
*31.1.3  Certification of the Chief Executive Officer Pursuant to Section 302 X
of the Sarbanes-Oxley Act of 2002. :
i
*31.1.4 Certification of the Chief Executive Officer Pursuant to Section 302 X
of the Sarhanes-Oxley Act of 2(?02.
*31.21 Certification of the Chief Fmamjial Officer Pursuant to Section 302 X
of the Sarbanes-Oxley Act of 2002,
*31.2.2 Certification of the Chief Finangial Officer Pursuart fo Section 302 X 4
of the Sarbanes-Oxley Act of 2002.
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Exhibit Duke Energy Duke Energy Duke Energy
Number Duke Energy Carolinas Ohilo Indiana
*31.2.3 Certification of the Chief Financial Officer Pursuant to Section 302
of the Sarbanes-Oxley Act of 2002,
*31.2.4 Certification of the Chief Financial Officer Pursuant to Section 302 X
of the Sarbanes-Oxley Act of 20@2.
|
*32.1.1 Certification Pursuant to 18 U.S|C. Section 1350, as Adopted X
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
i
*32.1.2 Certification Pursuant to 18 U.S|C. Section 1350, as Adopted X
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
*32.1.3 Certification Pursuant to 18 U.S‘.C. Section 1350, as Adopted
Pursuant to Section 906 of the $arbanes-0x|ey Act of 2002.
|
*32.1.4  Certification Pursuant to 18 U.S[C. Section 1350, as Adopted X
Pursuant to Section 906 of the §arbanes-0xley Act of 2002.
i
*32.2.1 Certificaticn Pursuant to 18 U.S.C. Section 1350, as Adopted X
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
i
*32.2.2 Certification Pursuant to 18 U.S‘\C. Section 1350, as Adopted X
Pursuant to Section 906 of the §arbanes—0xley Act of 2002,
|
*32.2.3 Certification Pursuant to 18 U.SLC. Section 1350, as Adopted
Pursuant to Section 906 of the ?a@newxlw Act of 2002.
*32.24  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted X
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101 Financials in XBRL Format X

The total amount of securities of the registrant or its subsidiaries authorized under any instrument with respect to long-term debt not filed as

an exhibit does not exceed 10% of the total
request of the Securities and Exchange Com
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assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon
mission, to furnish copies of any or all of such instruments to it.





