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DUKE ENERGY CAROLINAS, LLC
Consolidated Balance Sheets
December 31,
{In mifliors} 2010 2009
ASSETS
Current Assets
Cash and cash equivatents $ 153 % 394
Receivables (net of allowance far daubtful accounts of $3 at December 31, 2010 and $2 at
December 31, 2009) 669 839
Restricted receivables of variable interest entities (net of allowance for doubtful accounts of $6 at
December 31, 2010 and December 31, 2009) 637 556

Invermiory 716 846
Other 398 313

Total current assets 2,573 2,948
Investments and Other Assets :
MNuctear decommissioning trust funds 2,014 1,785
Other 1,119 1,130

Total investments and other assets 3,133 2,895
Property, Plant and Equipment :
Cost 33,194 29917
Less accumulated depreciation and amartization 11,126 10,692

Net property, plant and eguipment 20,0865 18,225
Regulatory Assets and Deferved Debits
Defarred debt expense 169 179
Regulatory assets related to income taxes 601 471
Other 847 972

Tatal regutatory assets and deferred debits 1617 1,622
Total Assets $27,388 $26,680

See Notes to Consolidated Financial Statements
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DUKE ENERGY CARQLINAS, LLC

Consolidated Balance Sheets — (Continued)

December 31,

{In millions) 2010 2009
LIABILITIES AND MEMBER'S EQUITY
Current Liahilities ‘
Accounts payahle $ 856 3% 703
Taxes accrued 114 137
interest aceried 109 105
Current maturities of long-term debt 8 509
Otner 435 478
Tatal currant liailities 1,572 1,932
Long-term Debt 7,462 6,857
Non-recourse long-term debt of variable interest entities 300 300
Deferred Credits and Other Liabiiities
Deferrad income taxes 3,988 3,087
Investment tax credits 205 178
Accrued pension and other post-retirement benefit costs 242 —
Asset retirement obligations 1,728 3,098
Qther 2,975 2867
Total deferred credits and other liabilities 9,138 9,330
Commitments and Contingencies
Member's Equity
Member's Equity 8,938 8,204
Accumulated other comprehensive loss (22} (33)
Total member's eqguity 8,916 8,271
Total Liabilities and Member's Equity $27,388 $26,690

See Notes to Consolidated Financial Statemeants
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DUKE ENERGY CAROLINAS, LLC
Consolidated Statements of Cash Flows

Years Ended December 31,

{ln millions) 2010 2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Net incoma $ 838 ¢ 702 § 690
Adjustments to reconcite net incame to net cash provided by operating activities:
Depraciation and amortization {including amortization of nuclear fusl) 984 873 8385
Equity component of AFUBC (174) (125) (95)
Gains on sales of other assets 7 (24) ()]
Deterred income taxes 456 600 375
Contributions to gualified pension plans {158) (158) —
{Increase) decrease in
Met realized and unrealized mark-tg-market and hedging transactions 1 1 {27)
Receivables 24 235 (83
Inventory 134 {183) (46}
Other current assets (55) 44 (167)
Increase {decrease) in
Accounts payable 111 138 (129
Taxes accrued (23 31 117
Other current liabilities -1 42 25
Qther assats’ 19 {34 (33
Other liabilities {124; (2173 63
Net cash provided by operating activities 2,030 1,925 1,569
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (2,280 (2,236) (2,410)
Acquisitions, net of cash acquired — — {150)
Purchases af available-for-sale securities (1,045) (2,118 (5,349
Proceeds from sales and maturities of available-for-sale securities 1,066 2,094 5,219
Net proceeds from the sales of other assets, and sales of and collections on notes receivable —_ —_ 3
Sales of emizsion allowances 7 23 —
Change in restricted cash 7 15 43
Notes due frem affiliate, net 250 (251} (338)
Other N (17) {6)
Met cash used in investing activities 2,002y (2490) (2,989)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds fram the issuance of long-term deht 892 904 3,064
Payments for the redemption of lang-term debt (607) {511) {1,178
Notes payable and commercial paper — — (4500
MNotes payable to affiliate, net — — 300
Capital contribution fram parent — 250 —
Dividends to parent (350) — —
Dther 4 (7 1n
Net cash (used in} provided by financing activities (269) 636 1,721
Net (decrease) increase in cash and cash equivalents (241) 71 30z
Cash and cash equivalents at beginning of period 394 323 21
Cash and cash equivalents at end of period $ 153 $ 394 $ 323
Supplemental Disclosures
Cash paid for interest, net of amount capitalized $ 342 & 312 $ 28
Cash paid (received) for income taxes $ 69 % (3177 $ 80
Significant non-cash transactions:
Accrued capital expenditures $ 181 % 208 §% 151
Allocation of net pension and other post-retirement assets from parent $ 146 & — & —

See Notes to Consolidated Financial Statements
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DUKE ENERGY CARCLINAS, LLC

Consolidated Statements of Member's Equity and Comprehensive Income

Accumulated Other Comprehensive [ncome (Loss)

Net Gaing
(Losses) on
Members  Cash Flow
{In millions) Equity Hedges Other Total
Bafance at December 31, 2007 $6,664 $(21) $— %6633
Net income 690 — — 690
Other Comprehensive Income
Net unrealized losses an cash flow hedgasfa! — (8} — (8)
Rectassification into earnings from cash flow hedges® — 2 — 2
Unrealized ioss an investments in auction rate securitiest — - (6) (6)
Total comprehensive income 678
Advance forgiveness from parent 5 — — 5
Balance at December 31, 2008 $7,349 327 $(B) 377316
Net income Joz — — 702
Other Comprehensive income
Reclassification into earnings from cash flow hedgest™ — 3 — 3
Unrealized loss on investments in auction rate securities’ - — 3 3)
Tatal comprehansive income 702
Advance forgiveness from parent 3 — — 3
Capital contribution from parent 250 — — 250
Balance at December 31, 2009 $8,304 $24) %09 $8.271
Net income 838 — —_ 838
Other comprehensive income
Reclassification into earnings from cash flow hedges® — 4 — A
Unrealized gain on investments in auction rate securitiest! — — 7 7
Total comprehensive income 849
- Allacation of net pansion and other post-retirement assets from parent 146 — - 146
Dividend to parent (350} — — (3500
Balance at December 31, 2010 $8,938 $(20) $(2) $8916

(a) Net of $5 tax henefit in 2008,
(b) Net of $2 tax expense in 2010, 2009 and 2008.

(c) Net of 35 tax expense in 2010, $3 tax benefit in 2009 and $4 tax benefit in 2008,

Saa Notes to Consotidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Ohio, Inc.
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Ohio, Inc. and subsidiaries (the “Company) as of
December 31, 2010 and 2002, and the refated consolidated statements of operations, common stockholder's equity and comprehensive
income, and cash flows for each of the three years in the period ended December 31, 2010. Our audits also included the financial statement
schedule isted in the Index at ftem 15. These financial staterments and financial statement schedule are the responsibility of the Company's
management. Our respongibility is to express an opinicn on these financial statements and financial statement schedule basad on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the awudit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Cornpany is not required to have, nor were we engaged to perform, an audit of its intemal control over financial reporting,
Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpese of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also inciudes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial staterments, assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinton, the consclidated financial statements referred to above present fairly, in all material respects, the financial position of Duke
Energy Ohio, Inc. and subsidiaries at December 31, 2010 and 2009, and the resuits of their operations and their cash flows for each of the
yedrs in the three-year period ended December 31, 2010 in conformity with accounting principles generaily accepted in the United States of
Armerica. Also, in aur opinion, such financial statement schedule, when considered in relation to the basic consoiidated fi nanmal statements
taken as a whale, presents fairly in all material respects the information set farth therein.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2011
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DUKE ENERGY QHIO, INC,
Consolidated Statements of Operations
Years Ended December 31,
(In millions) 2010 2009 2008
Operating Revenues :
Regulated slectric $1,823 $2236 % 988
Non-regulated electric and other 885 502 1,646
Regulated natural gas 621 650 790
Totai operating revenues 3,329 3383 3424
QOperating Expenses
Fuel used in electric generation and purchased power—regulated 450 772 157
Fuel used in electric generation amd purchased power—non-regulated 465 274 847
Cost of natural gas and coal soki 269 329 486
Operation, maintenance and other 836 744 743
Depreciation and amartization 400 384 409
Property and other taxes 260 262 241
Goodwiil and other impairment charges 837 769 82
Total operating expenses 3,557 3,534 2,965
Gains on Sales of Other Assets and Other, net 3 12 59
Operating Income {Loss) (225) {134) 518
Other Income and Expenses, net 25 11 34
Interest Expense 109 117 94
Income (Loss) Before Income Taxes (309) {240} 458
Income Tax Expense 132 186 171
Income Before Extraordinary ltems 441)  (426) 287
Extraordinary ltems, net of tax — — 67
Net Income (Loss} $ 441 § (428) $ 354

See Notes to Consolidatad Financial Staternents
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DUKE ENERGY CHIO, INC.
Consolidated Balance Sheets
Decernber 31,
(In millions} ‘ 2010 2009
ASSETS
Current Assets
Cash and cash equivalents $ 228 % 127
Recaivables (net of allowance for doubtful accounts of $18 at December 31, 2010
and $17 at December 31, 2009 888 563
Inventory 254 268
Other 121 178
Tota! current assets 1,491 1,134
Investments and Other Assets
Goodwill 921 1,558
Intangibles, net 248 332
Other 62 86
Tetal investments and other assets 1,231 2,016
Property, Plant and Equipment i
Caost 10,259 10,7243
Less accumulated depreciation and amartization 2,411 2,379
Net property, plant and equipment 7,848 7,864
Regulatory Assets and Deferred Dehits
Defarred debt expense 23 24
Regulatory assets related to income taxes 78 83
Other 353 340
Tatal regulatory assets and deferred debits 454 497
Totat Assets $11,024 $11,511

See Notes to Cangolidated Financial Statements
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DUKE ENERGY OHIQ, IINC.
Consolidated Balance Sheets - (Continued)

December 31,

(In miflions, except share and per-share amounts) 2010 2009
LIABILITIES AND COMMON STOCKHOLDER'S EQUITY
Current Liabilities
Accounts payable $ 467 $ 512
Taxes accrued 153 152
Interest accrued 22 26
Current maturities of long-term debt 7 19
Other 99 128

Total current liabilities 748 837
Long-term Debt 2,557 2,573
Deferred Credits and Other Liabilities
Deferred income taxes 1,640 1577
Investment tax credits 9 11
Accryed pension and other post-refirement banefit costs 207 249
Asset retirement obligations 27 36
Cther 372 330

Total deferred credits and other iiabilities 2,255 2,203
Cammitments and Contingencies
Common Stockholders Equity
Comman Stock, $8.50 par value, 120,000,000 shares authorized; 89,663,086 shares outstanding at

Cecemnber 31, 2010 and December 31, 2008 762 762

Additional paid-in capital 5,570 5,570
Accumulated deficit (848) {(405)
Accumulated other comprehensive loss (22} (29

Tatal common stockholder's equity 5,464 5,898
Total Liabilities and Comman Stockholder's Equity $11,024- $11,511

See Notes 1o Consolidated Financigl Statements
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DUKE ENERGY OHIC, inC.
Consolidated Siatements of Cash Flows

Years Ended December 31,

(In millions} 2010 2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Met {loss) income $1441)  $426)  $354
Adjustments to reconcile net (loss} income te net cash pravided by operating activities:
Depreciation and amortization 403 386 a1z
Extraordinary item, net of tax — — (&7)
Gains on sales of ather assets and other, nat 3) (12) (59}
Impairment of goodwill and other long-lived assets a37 769 82
Deferred income taxes 17 102 B3
Accrued pension and other post-retirement henefit costs 12 13 4
Contributions to qualified pension plans 45) (210) —
(Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions (18} 35 10
Receivables (30) 7 38
Inventory 15 (16) (70}
(ther current assels 71 69 {28)
Increase (decrease) in
Accounts payable 21) 3 (112
Taxes accrued 25 18 (43)
Other current liabilities 6 (15} 2
Other assets 42 25 19
Other liabilities {15) 24 (55)
Net cash provided by cperating activities 855 693 547
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {445} 433) {565)
Net proczeds fram the sales of other assets — — 4
Purchases of emission allowances 12) {25) (17)
Sales of emission allowances 13 37 74
Notes due from affiliate, net (296) (184) —
Change in restricted cash - 10 52
Cther 1 — 1
Net cash used in investing activities (740} (595} (451)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 34 813 136
Payments for the redemption of long-term debt (36) (103) (191)
Mates payable and commercial pager (12) (279 279
Notes payabia to affiliate, net — (63) (126}
Dividends to parent —_ (3600 {200}
Dther — (6) —
Net cash {usad in) provided by financing activities (14} 2 (102)
Net increase {decrease) in cash and cash eguivalents 101 100 (&}
Cash and cash equivalents at beginning of pericd 127 27 33
Cash and cash equivalents at end of period 5228 $127 % 27
Supplementai Disclosures
Cash paid for interest, net of amount capitalized $108 3112 § 91
Cash paid for income taxes $114 $ 2 %187
Significant non-cash transactions:
Accrued capital expenditures $ 40 $ 84 § 81

See Notes to Consalidated Financial Statements
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DUKE ENERGY OHIC, iNC.

Consolidated Statements of Common Stockholder's Equity and Comprehensive Income (Loss)

Accurmulated Cther Comprehensive Loss

Net Gains ~ Pension and
Additional Retained (Losses)on (PEB Related
. Commen  Paid-in  Eanings  Cash Flow  Adjustments
(In millions} Stock  Capital  (Deficit) Hedges o ADCI Totat
Balance at December 31, 2007 $762  $5570 $227 $132) $ 7 $5534
Net fncorne — — 354 - - 354
Other comprehensive incame
Reclassification Into garnings from cash flow hedges'® — -— — 17 — 17
Pension and OPES ralated adjustments to AQC|W — — — — (35) (35
Tatal comprehansive income 336
Dividends to Prent — — (200} — — (200)
Balance at December 31, 2008 $762 $5570 $381 $(15) $28) $6670
Nat loss — —_ (426) — — {426}
Gther comprehensive 10ss
Cash flow hedges®! — — — 16 16
Pension ant CPEB 1elated adjustrments to ADCHS — — —_ ~ i2) {23
Tatal comprehgnsive loss (412)
Dividends to Parent — — (360} - —_ (360}
Bafance at December 31, 2009 $762 33570  $(405) $ 1 $(30) $5,898
Net loss — —_ (441) — — (441)
Other comprehensive income
Reclassification into earnings from cash flow hedges® — — — (1) — (1)
Pension and DPEB related adjustments to AQCIY — — — — 8 8
Total comprehensive loss [434)
Bakance at Decamber 31, 2010 $762 '$5,570 $(846) §— $(22) $5,464

(a) Net of $1 tax benefit in 2010, $8 tax expanse in 2009 and $10 tax expense in 2008,

(b} Net of $4 tax expense in 2010, $1 tax expense in 2009 and net of $19 tax henefit in 2008.

See Notes to Cansotidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy tndiana, inc,
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheats of Duke Energy Indiana, Inc. and subsidiary {the "Company”} as of
December 31, 2010 and 2009, and the related consciidated staterments of operations, cormmaon steckholder's equity and comprehensive
income, and cash flows for each of the three years in the pericd ended December 31, 2010. Qur audits also included the financial staternent
schedule listed in the Index at ftem 15. These financial statements and financial statement schedule are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtaln reasonable assurance about whether the financial staterments are free of material
misstatement. The Company s not reguired to have, nor were we engaged to perform, an audit of its internal control gver financial reporting.
Qur audits included consideration of internal contral over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but net for the purpose of expressing an opinion on the effectiveness of the Campany's intemal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial staterments, assessing the accounting principles used and significant estimates made by management, as well as avaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for cur opinion.

In cur opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke
Energy Indiana, Inc. and subsidiary at December 31, 2010 and 2009, and the results cf their operations and their cash flows for each of the
years in the thvee-year period ended December 31, 2010 in conformily with accounting principles generally accepted in the United States of
Amerfca. Also, in our opinicn, such financial staternent schedule, when considered in relation to the basic consolidated financial statements
taken as a whole, presents fairly in all material respects the infarmation set forth therein.

fsf Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2011




PART K

DUKE ENERGY INDIANA, INC.
Consolidated Statements of Operations

Years Ended December 31,

{In millions) 2010 2009 2008
Operating Revenues-Regulated Electric $2,520 $22353 $2,483
Operating Expenses ‘
Fuel used in electric generation and purchased power 912 877 1,006
Operation, mairtenance and other 611 573 592
Depreciation and amortization 375 403 353
Praperty and other taxes 70 73 74
Impairment charges 44 e —
Total operating expenses 2,012 1,926 2,025
Losses on Sales of Other Assets and Other, net 2) (4 3
Operating Income ‘ 506 423 461
Other Income and Expenses, net 70 38 70
Interest Expense 135 144 123
Income Before income Taxes 441 317 408
Income Tax Expense 156 116 150
Net Income $ 285 § 201 % 248

Sea Notes ta Consclidated Financial Statements
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DUKE ENERGY INDIANA, INC,
Consolidated Balance Sheets
Dacember 31,
{In mitlians) 2010 2009
ASSETS
Current Assets
Cash and cash equivalents $ 54 §& 20
Receivablas (net of allowance for doubtful accounts of 1 at December 31, 2010
and Decernber 31, 2009) 431 245
Inventory 267 312
Other 85 3
Total current assets 837 608
Investments and Other Assets
Intangibles, nat 64 98
Othar 126 134
Total fnvestments and other assets 190 232
Property, Plant and Equipment
Cost 11,213 10,055
Less acoumulated depreclation 2nd amartization 3,341 3,120
Net property, plant and equipmant 7,872 5,926
Regulatory Assets and Deferred Debits
Deferred debt expense 43 44
Repulatory assets related o income taxes 101 4
Other 588 596
Total regulatory assets and deferrad debits 732 644
Total Assets %9631 $ 8410

Sae Notes to Consolidated Financial Stetements
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DUKE ENERGY [NDIANMA, INC.
Consolidated Balance Sheets — {Continued)
December 31,
{in millions, except share and per-sharg amourits) 2010 2005
LIABILITIES AND COMMON STOCKHOLDER'S EQUITY
Current Liabilities
Accounts payable $ 314 § 354
Taxes accrued 45 47
interest accrued 47 40
Current maturities of long-term delt 11 4
Cther ) 99 123
Total current Labilities 516 568
Long-term Debt 3,461 3,086
Deferred Credits and Other Liabilities
Deferred income taxes 973 679
Investrent tax credits 145 120
Accrued pension and other post-retirement benefit costs 270 3l4
Assat retirernant abligations 46 42
Other 653 867
Total deferred credits and other liabilities 2,087 1,822
Commitments and Contingencies
Comman Steckholder’s Equity
Common Stock, no par; $0.01 stated value, 60,000,000 shares authorized;

53,913,701 shares outstanding at Decernber 31, 2010 and December 31, 2009 1 i
Additional paid-in capital 1,358 1,008
Retained eamings 2,200 1,915
Accurmulated other comprehensiva income 8 1c

Total comman stockholder's equity 3,567 2,934
Total Liabilities and Common $Stockholder's Equity $9,631 $8.410

See Notes to Consolidated Financial Statements
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DUKE ENERGY INDIANA, INC.
Consolidated Statements of Cash Flows

Years Ended Decernber 31,

(In mitlions) 2010 2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES .
Net income $ 285 ¢ 201 5238
Adjustments to recencile net income to net cash provided by aperating activities:

- Depreciation and amortization 380 407 358
Equity component of AFUDC {56) (29} (46)
Lesses {gains) on sales of cther assets and other, net 2 4 (3}
Impairment charges a4 — —
Deferred income taxes and investment tax credit amartization 143 109 (15)
Contributicns ta qualified pensian plans (46) {140} —
Acerued pension and cther post-retirement benefit costs 23 23 32
{Increase) decrease in

Receivables (89) 31 (22)
Inventory 46 (96) {78)

Other current assets (14) 50 (65)

Increase (decrease} in

Accaunts payable (21) (19} (22

Taxes accrued — (1) (9)

Other current liabilities 17 (25} 21

Other assets 4 21 26
Other liakilities ’ {486) (24) )]

Net cash provided by operating activities 662 b1z 426

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {(1,255) (1,029 (774
Purchases of available-for-sale securities ) 24 (73} (20
Proceeds from sales and maturities of available-for-sale sacurities © 25 84 ‘14
Net proceeds from the sales of other assets — — 4
Purchases of emission allowances (1} (68} (46)
Sales of emission allowances 3 7 27
Nates due from affiliate, net {84) a0 (121)
Change in restricted cash (6} 9 8
Other @ (12) (3)
Net cash used in investing activities (1,346) (992) ©@1D
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the issuance of long-term debt 571 349 623
Payments for the redemption of long-term debt (199} (728} (49)
Notes payable to affiliate, net — — 49
Capital contribution from parent 350 140 —
Other %:4) (5) 6)
Net cash provided by financing activities 718 356 617

Net increase {dgcrease) in cash and cash equivalents 34 (124 132
Cash and cash equivalents at beginning of peried ‘ 20 144 12
Cash and cash equivalents at end of period % 54 $ 20 $144

Supplemental Disclosures

Cash paid for interest, net of amourt capitalized $ 122 % 141 %110
Cash paid for income taxes $ 31 % . $136
Significant non-cash transactions:
Accrued capital expenditures $ 131 $ 150 $ 80
Reclassification of money pool borrowings to long-term debt $§ — % — $150

see Notes to Consalidated Financial Statemerts

DUKE ENERGY CORPORATION / 2010 FORM 10-K 105




PART Il

I —1
DUKE ENERGY INDIANA, INC.
Consolidated Statements of Common Stockholder's Equity and Comprehensive Income
Accumulated Other Comprehensive Income
Net Gains
{Losses) on
Cormon Additional  Retained Cash Flow
(n millions) Stock Paid-in Capital ~ Earnings Hedges Total
Balance at December 31, 2007 $1 $ 868 $1,456 £12 $2,343
Net income — — 258 — 258
Cther comprehensive lass
Cash flow hedgas!® — — — {1) (L)
Reclassification of unrealized gains an available-for-sale securities to
regutatory asseti! —_ — — — (€}
Total comprenensive incorne 251
Balance at December 31, 2008 $1 $ 868 $1,714 -$11 $2,594
Met Income —_— — 201 — 201
Other comprehensive loss
Cash flow hedges®@ — — — o8] (1}
Total comprehensive income 200
Capital contribution from parent — 140 — — 140
Balance at December 31, 2009 $1 $1,008 $1,915 $10 $2,934
Mat income _— — 285 — 285
Other comprehensive (oss
Reclassification into earnings from cash flow hedges®® — — — [¢3] 2)
Total comprehensive incomse 283
Capital contribution from parent — 350 — — 350
Balance at December 31, 2010 $1 $1,358 $2,200 $8 $3,567

(&) Natof $1 tax benefitin 2010, 2009 and 2008.

See Notes to Consolidated Financfal Statements
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PART I

DUKE ENERGY CORPORATION

* DUKE ENERGY CAROLINAS, LLG * DUKE ENERGY OHIC, iNC. =

DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements

For the Years Ended December 31, 2010, 2009 and 2008

Index to Combined Notes to Consolidated Financial Statements

The notes to the consolidated financial statements that follow
are a combined presentation. The following list indicates the
registrants to which the footnotes apply:

Registrant Applicable Notes

1,2,3,4,56,7,8,9,10,11, 12, 13,
14,15, 16, 17, 18, 19, 20, 21, 22, 23,
24, 25

1.2,3,4,5,6,8,9, 10,13, 14, 15, 18,
17,19, 21, 22, 23, 24, 25
1,2,3,4,56 8,9, 10,12, 13, 14, 15,
17,19, 21, 22, 23, 24, 25
1,2,4,5,6,8,9,10,12, 13, 14, 15,
16,17, 19, 21, 22, 23, 24, 25

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Duke Ensrgy Corporation

Duke Energy Carolinas, LLC
Duke Energy Ohio, Inc,

Duke Energy Indiana, Inc.

Nature of Operations and Basis of Consolidation.

Duke Energy Comparation (collectively with its subsidiaries, Duke
Energy), is an energy campany primarily located in the Americas.
Duke Energy operates in the United States (U.S.) primarily through its
direct and indirect whoily-owned subsidiaries, Duke Energy Carolinas,
LLC (Duke Energy Carolinas), Duke Energy Chio, Inc. {Duke Energy
Ohio), which includes Duke Energy Kentucky, inc. (Duke Energy
Kentucky), and Duke Energy Indiana, Inc. {Duke Energy Indiana), as
well as in South and Central America through International Energy.
‘When discussing Duke Energy’s consclidated financial information, it
necessarily includes the results of its three separate subsidiary
registrants, Duke Energy Carolinas, Duke Energy Ohio and Duke
Energy Indiana {collectively referred to as the Subsidiary Registrants),
which, along with Duke Energy, are collectively referred to as the
Duke Energy Registrants. The information in these combined notes
relates to each of the Duke Energy Registrants as noted in the Index
to the Combined Notes. However, none of the registrants makes any
representation as to information related solely to Duke Energy or the
subsidiaries of Duke Energy other than itself. As discussed further in
Note 2, Duke Energy operates three reportable business segments:

U .S. Franchised Electric and Gas, Commercial Power and
international Energy. )

These Consolidated Financial Statements include, after
eliminating intercompany transactions and balances, the accounts of
the Duke Energy Registrants and all majority-owned subsidiaries
where the respective Duke Energy Registrants have control and those
variable interest entities (VIEs) where the respective Duke Ernergy
Registrants are the orimary benaficiary,

Duke Energy's Consciidated Financial Statements reflect Duke
Energy Caralinas’ proportionate share of the Catawba Nuclear Staticn,
as well as Duke Erergy Ohid’s proportionate share of certain
generation and transmission facilities in Ohio, Indiana and Kentucky
and Duke Erergy \ndiana's proporionate share of certain generation
and transmission facilities.
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Duke Energy Carclinas is an efeciric utility company and
generates, transmits, distributes and sefls electricity in central and
westem North Carolina and westermn South Carolina. Duke Energy
Carolinas’ Consolidated Financial Statements reflect its proportionate
share of the Catawba Nuclear Station. Duke Energy Carclinas is
subject to the regulatory pravisions of the Morth Carclina Utilities
Commission {NCUC), the Public Service Commission of South
Carolina (PSCSC), the U.S. Nuclear Regulatory Commission {NRC)
and the Federal Energy Regulatory Commission (FERC). Substantially
all of Duke Energy Carclinas’ oberations are regulated and qualify for
regulatory accounting treatment. As discussed further in Note 2,
Duke Energy Carglinas' operations include one reportabie business
segment, Franchised Electric.

Duke Energy Ohio is a wholly-owned subsidiary of Cinergy Corp.
(Cinergy), which is a wholly-owned subsidiary of Duke Energy. Duke
Energy Ohio is a combination electric and gas public utility that
provides service in the southwestern porticn of Ohia and in northem
Kentucky through its wholly-owned subsidiary Duke Energy
Kentucky, as well as electric generaticn in parts of Ohig, tinais,
Indiana and Pennsylvania. Duke Energy Ohic's principal lines of
business include generation, transmission and distribution of
electricity, the sale of andfor ransportation of natural gas, and energy
markgting. Duke Energy Kentucky's principal lines of business
includa generation, transmission and distribution of electricity, as well
as the sale of and/or transportation of natural gas. References herein
to Duke Energy Ohio include Duke Energy Ohio and its subsidiaries.
Duke Energy Chio's Consolidated Financial Staternents reflect its
proportionate share of certain generation and transmissicn facilities in
Chin, Indiana and Kentucky. Duke Energy Ohio is subject to the
regulatory provisions of the Public Utilities Commission of Chio
{PUCQ), the Kentucky Public Service Commission (KPSC) and the
FERC.

As discussed further in Note 2, Duke Energy Ohic has two
reportable gperating segments, Franchised Efectric and Gas and
Comimerzial Power.

Duke Energy Indiana is a wholly-owned SubSJdlar)-' of Cinergy.
Duke Energy Indiana is an electric utility that provides setvice in north
central, central, and southern Indiana. Duke Energy Indfana's
Consolidated Financial Statements reflect its proportionate share of
certain generation and transmission facilities. Its primary line of
business is generation, transmission and distribution of electricity. As
discussed further in Note 2, Duke Energy Indizna operates one
reportable business segmert, Franchised Electric, Duke Energy
Indiana is subject to the regulatory provisions of the Indiana Utflity
Regulatory Commission (IURC) and the FERC. The substantial
majarity of Duke Energy Indiana's operations are regulated and
qualify for regulatory accounting treatrment.

Use of Estimatas,

To conform 1o generally accepted accounting princicies (GAAP)
in the United States, management makes estimates and assumptions
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that affect the amounts reported in the Consclidated Financial
Statements and Notes, Although these estimates are based on
mahagement's best avatlable information at the fime, actual results
could differ.

Cost-Based Regulation.

Duke Energy Carolinas and Duke Energy Indiana account for
their regulated operations in accordance with applicable regulatory
accounting guidance, Duke Energy and Duke Energy Ohio account
for certain of their reguiated operations in accordance with applicable
regulatory accounting guidance, The economic effects of regulation
can result in a regulated company recording assets for costs that have
been or are expected ta be approved for recovery from custormers in a
future period or recording liabitities for armounts that are expecied to
be returned to customers in the rate-setting process in a period
different from the period in which the amounts wou'd be recorded by
an unregulated enterprise. Accordingly, the Duke Energy Registrants
record assets and liabllities that result from the regulated ratemaking
process that would nat be recorded under GAAP for nan-regulated
entities, Regulatory assefs and fiabilides are amortized consistent with
the treatment of the related cost in the ratemaking process.
Management continually assesses whether regulatory assets are
probable of future recavery hy considering factors such as applicable
regUlatory changes, recent rate orders applicable to other reguiated
entities and the status of any pending cr potential deregulation
legisiation. Additionally, management continually assesses whether
any regulatory liabilities have been incurred. Based on this continual
assessment, management believes the existing regulatory assets are
probabie of recovery and that no regulatory liabilities, other than those
recorded, have been incumred. These regulatory assets and liahilities
are primarily classified in the Consolidated Balance Sheets as
Reguilatory Assets and Deferred Debits and Deferred Credits and
Other Liabilities, respectively. The Duke Energy Registrants
periodically evaluate the applicability of regulatory accaunting
treatment by considering factors such as regulatory changes and the
impact of competition. If cost-hased regulation ends or competition
increases, the Duke Energy Registrants may have fo reduce their
asset balances to reflect & market basis less than cost and write-off
the associated regulatory assets and liabilities. If it becomes probabie
that part of the cost of a plant under canstruction or a recently
completed plant will be disallowed for ratemaking purposes and a
reasonable estimate of the amcunt of the disallowance can be made,
that amount is recognized as a loss. For further information see
Note 4.

In arder o apply regulatory accounting treatment and record
regulatory assets and liabilities, certain criteria must be met. [n
determining whether the criteria are met for its operations,
rmanagement makes significant judgments, including determining
whether revenue rates for services provided to customers are subject
to approval by an independent, third-party regulator, whether the
regulated rates are designed to recover specific costs of providing the
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regulated service, and a determination of whether, in view of the
demand for the regulated services and the level of competition, it is
reasonable to assume that rates set at levels that will recover the
operaticns’ costs can be chargad to and callected from customers.
This final criterion reguires consideration of anticipated changes In
leveis of demand or competition, direct and indirect, during the
recovery period for any capitalized costs. If facts and circumstances
change so that a portion of the Duke Energy Registrants’ reguiated
cperations meet all of the scope criteria when such criteria had not
been previcusly met, regulatory accounting treatment would be
reapplied to all or a separable portion of the operations. Such
reapplication includes adjusting the balance sheet for amounts that
meet the definition of a regulatory asset or reguiatory liahbility. Refer to
the following section titled, “Reapplication of Regulatory Accounting
Treatment to Portions of Generation in Ohio.”

Energy Purchases, Fuel Costs and Fuel Cost Deferrals.

Fuel expense includes fuel costs or other recoveries that are
deferred through fuel clauses established by Duke Energy Carolinas’
regulators. These clauses allow Duke Energy Carolinas to recover fugf
costs, fuel-refated costs and portions of purchased power costs
through surcharges on customer rates. These deferred fuel costs are
recognized in revenues and fuel expenses as they are billable to
customers, ]

Duke Energy Chio utilizes a cost tracking recovery mechanism
{commonly referred fo as a fuel adjustment clause) that recovers retafl
and a portion of its wholesale fuel costs from customers. The fug!
adjustment clause is calculated based on the estimated cost of fuel in
the next three-month period, and is trued up afier actual costs are
known. Duke Energy Chio records any under-recovery or over-
recovery resulting from the differences between estimated and actual
costs as a regulatory asset or regutatory itability unfil it is billed or
refunded to its customers, at which point it is adjusted through fuel
expense, Also, Duke Energy Ohio began utilizing a tracking
mechanism appraved by the PUCO for the recovery of system
reliability capacity costs related to certain specified purchases of
capacity to meet reserve margin reguirements.

Duke Energy Indiana utilizes a cost tracking recovery
mechanism (commonly referred 10 as a fuel adjustment clause) that
recovers retail and a portion of its wholesale fuel costs from
customers. indiana law limits the amount of fuel costs that Duke
Energy Indiana can recover to an amount that will not result in
earming a return in excess of that allowed by the [URC. The fuel
adjustment clause is calculated based on the estimated cost of fuel in
the next three-month period, and is trued up after actual costs are
known. Duke Erergy Indiana records any under-recavery cor over-
recovery resulting from the differences between estimated and actual
CoSts as a regulatory asset or regulatory liapility until it is billed or
refunded to its customers, at which point it is acjusted through fuel
expense.
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In addition to the fuel adjustment clause, Duke Energy Indiana
utilizes a purchased power tracking mechanism approved by the
IURC for the recovery of costs refated to certain specified purchases of
power necessary fo meet native load peak demand reguirements to
the extent such costs are not recovered through the existing fuel
adjustment clause,

Reapplication of Regulatory Accounting Treatment to Portions of
Generation in Ohio.

The Midwest generation operations of Duke Energy’s
Commercial Power business segment and Duke Energy Ohio's
Commercial Power business segment include generation assets
located in Qhio that are dedicated under the ESP. These assets, as
excess capacity allows, also generate revenues through sales outside
the ESP customer base, and such revenue is termed wholesale.

Prior to December 17, 2008, Commercial Power did not apply
regulatery accounting treatment fo any of its operations due fo the
comprehensive electric deregulation legislation passed by the state of
QOhioin 1999, As discussad further in Note 4, in April 2008, new
legislation, Ohic Senate Bill 221 (SB 221), was passed in Ohic and
signed by the Governor of Ohio on May 1, 2008. The new law codified
the PUCO’s autherity to apprave an electric utility's Standard Service
Offer either through an Electric Security Pilan {ESP) or a Market Rate
Option (MRO}, which is a price determined through a competitive
bidding process. On July 31, 2008, Duke Energy Ohio filed an ESP
and, with certain amendments, the ESP was approved by the PUCC
on Decernber 17, 2008. The approval of the ESP on Decernber 17,
2008 resulted in the reapplication of regulatory accounting treatment to
certain portions of Cormmercial Power's operations as of that date. The
ESP became effective on January 1, 2009,

From Jaruary 1, 2005, through December 31, 2008,
Commercial Power operated under a Rate Stabilization Plan (RSP},
which was a market-based Standard Senvice Offer. Although the RSP
centained certain trackers that enhanced the potential for cost
recovery, there was no asstirance of stranded cost recovery upon the
expiration of the RSP on Decermber 31, 2008, since it was initially
anticipated that there would be a move to full competitive markets,
Accordingly, Commercial Power did not apply regulatory eccounting
treatment to any of its generation operations prior to December 17,
2008. In connection with the appraval of the ESP, Duke Energy and
Duike Energy Ohio reassessed whether Cammercial Power's
generation operations met the criteria for reguiatory accounting
treatment as SB 221 substantially increased the PUCO's oversight
authority over generation in the state of Ohic, including giving the
PUCO complete approvat of generation rates and the establishrment of
an earmings test to determine if a utility has earned significantly
excessive eamings. Duke Energy and Duke Energy Ohlo determined
that certain costs and related rates {riders) of Commercia! Power's
operations related to generation serving retail Yoad met the necessary
acoounting criteria for regulatory accounting treatment as SB 221
angd Duke Energy Chia's approved ESP enhanced the recovery
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mechanism for certain costs of its generation serving retail load and
increased the likelihcod that these operations will remain under a cost
recovery madel for certain costs for the remainder of the ESP pericd.

Despite certain portions of the Ohio retail load aperations not
meeting the criteria for applying reguiatory accounting treatment, all
of Cammercial Power’s Ohio retail load operations’ rates are subject to
appraval by the PUCC, and thus these operations are referred to
here-in as Commercial Power's regulated operations. Accordingly,
these revenues and corresponding fuel and purchased power
expenses are recorded in Regulated Electric within Operating
Revenues and Fue! Used in Flectric Generation and Purchased
Power — Regulated within Operating Expenses, respectively, on the
respective Consolidated Staternents of Operations. :

Under the ESP, Commercial Power bills for its retail loac
generation via numerous tiders. SB 221 and the ESP resulted in the
appraval of an enhanced recovery mechanism for certain ¢f these
riders, which inciudes, but is not limited to, a price-to-compare fuel
and purchased power rider and certain portions of a price-te-compare
cost of environmental cormpliance rider. Accordingly, Cornmercizi
Power began applying regulatory accounting treatment to the
corresponding RSP riders that enhanced the mechanism for recovery
under the ESP on December 17, 2008. The remaining portions of
Commercial Power's Ohio retail load generation operations, revenues
from which are reflected in rate riders for which the ESP does not -
specifically allow enhanced recovery, as well as all generation
operations associated with wholesale operations, inctuding
Commercial Power's gas-fired generation assets, continue 1o not
apply regulatary accounting as those operations do not meet the
necessary accounting criteria. Maregver, generation remains a
competitive market In Ohio and retail foad customers continue to
have the ability to switch to alternative suppliers for their electric
generation service. As custorners switch, there is a risk that some or
all of the regulatory assets will not be recovered through the
established riders. In assessing the probability of recovery of its
regulatory assets established for its retail load generation operations,
Duke Energy and Duke Energy Ohio confinue to monitar the amount
of retail load customers that have switched to alternative suppliers. At
December 31, 2010, management has concluded that the
established reguilatory assets are still probable of recovery even
though there have hean increased leveis of customer switching.

The reapplication of regulatory accounting treatment to
generation in Chio on December 17, 2008, as distussed above,
resulted in an approxmate $67 miillion after-tax ($103 million
pre-tax) extraordinary gain related to mark-to-market losses previously
recorded in earmings associated with open forward retzil load
economic hedge contracts for fuel, purchased power and emission
allowances, which the RSP and ESP allow to be recovered through &
fuel and purchase power {FPP) rider. There were no othar immediate
income statement impacts on the date of reapplication of regulatory
accounting. A corresponding regulatory asset was established for the
value of these contracts.
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Cash and Cash Equivalents.

Al highiy liquid investments with maturities of three menths or
less at the date of acquisition are considered cash equivalents.

Restricted Cash.

The Duke Energy Registrants have restricted cash related
primarily to proceeds from debt issuances that are held in trust for the
purpose of funding future environmenta! construction or maintenance
expenditures, Restricted cash balances are reflected within both Other
within Current Assets and Cther within Investments and Other Assets
on the Consolidated Balance Sneets.

Restricted Cash
Decermber 31,

{in millians) 2010 2009
Duke Energy $126 3538
Duke Energy Carolinas 2 10
Duke Energy Ghio 4 4
Duke Energy 'ndiana 6 1
inventory.

Inventory is comprised of amounts presented in the tables below
and is recorded primarily using the average cost method. Inventory
refated to the Duke Energy Registrants’ regufated operations is vaiued
at historical cost consistent with ratemaking treatment. Materials and
supplies are recorded as inventory when purchased and
subseguently charged fo expense or capitalized to plant when
installed. Inventory refated to the Duke Energy Registrants’
non-regulated operations is valued at the iower of cost or market,

Components of lnventory
December 31, 2010
Duke Duke Duke
Duke Erergy Energy  Energy
(in millions) Erergy  Carolinas Ohie  Indianz
Materials and supplies $ 734 $476 $106 $ 78
Coal held for electric
generation 528 240 92 189
Matural gas 56 — 56 —
Total Inventory $1,318 $716 $254  $267
December 31, 2009
Duke Duke Duke
Duke Energy  Energy  Energy
fin millions? Energy  Cardlinas Chio  Indiana
Materials and supplies $ 705 $442 3104 $ 78
Coal held for electric
generation 748 404 102 234
Natural gas 62 — 62 —
Total Inventory $1,515 $846 %268 $312

DUKE ENERGY CORPORATION / 2G10 FORM 10K

Investments in Debt and Equity Securities.

The Duke Energy Registrants classify investments into two
categories — trading and available-for-sale. Trading securities are
reported 2t fair value in the Consolidated Balance Sheets with net
realized and unsealized gains and losses included in eamnings each
period, Avallable-forsale securities are alsc reported at fair value on
the Consalidated Balance Sheets with unrealized gains and losses
included in Accumulated Other Comprehensive Income (AQCH or a
regulaiory asset or ability, unless it is determined that the carrying
value of an investment is other-than-temporarily impaired. Other-
than-temporary impairments rélated to equity securities and the credit
toss pottion of debt securities are included i earnings, unlass
deferred in accordance with regliatory accounting treatrment.
investrments 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
lliquidity factors in the current markets with respect to certain
investments that have historically provided for a high degree of
liquicity, such as investments In auction rate debt securities.

See Note 16 for further information on the investments in debt
and equity securities, including investments hald in the Nuclear
Decommissioning Trust Fund (NDTF).

Goodwill.

Duke Energy and Duke Energy Ohic perform an annual goodwill
impairment test as of August 31 each year and updates the test
between annuai tests if events or circumstances occur that would
maore likely than not reduce the fair valug of a reporting unit below its
carrying value. Duke Energy and Duke Energy Chio perform the
annual review for goodwill Impairment at the reporting unit level,
which Duke Energy has detenmined o be an operating segment of
one level below and Duke Energy Chio has determined to be an
operating segment.

The annual test of the potential impaiment of goodwill requires
a two step process. Step one of the impairment test involves
comparing the estimated fair values of reporting units with their
aggregate carrying values, including goodwill. If the carrying amaunt
of a reporting unit exceeds the reporting unit's fair value, step two
must be performed to determine the amount, if any, of the goodwl
impairment loss. If the camying amount is less than fair value, further
testing of goodwill impairment is not performed.

Step two of the goodwill impairment test involves comparing the
implied fair value of the reporting unit's goodwill against the carrying
value of the goodwill. Under step two, determining the implied fair
value of goodwiil requires the valuation of a reporfing unit's
identiflable tangible and intangible assets and liabilities as if the
reporting unit had been acguired in a business combination on the
testing date. The difference between the fair value of the entire
reporting unit as determined in step one and the net fair value of ail
identfiable assets and liabilities represents the implied fair value of
goodwill. The goodwill impairment charge, if any, would be the



—_—

PART Il

DUKE ENERGY CORPORATION

* DUKE ENERGY CARCLINAS, LLC » DUKE ENERGY OHIO, INC,

DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements - (Continued)

difference befween the canving amount of goodwil and the implied
fair value of goodwill upon the completion of step two.

For purposes of the step one analyses, determination of a
reporting unit's fair vaiue is typically based on a combination of the
income approach, which estimates the fafr value of reporting units
based on discounted future cash flows, and the market approach,
which estimates the fair value of a reporting unit based on market
comparables within the utiiity and energy industries. .

See Nate 12 for further infarmation, including discussion of a
$500 million gocdwill impairment charge recorded at Duke Energy
and a $677 million goodwill impairment charge at Duke Energy Ohio
during the year ended Decernber 31, 201G, and a $371 miliion
goodwill impainment charge recorded at Duke Ernergy and $727
million goodwill impairment charge recorded at Duke Energy Ohio
during the year ended December 31, 2009.

Long-Lived Asset Impairments.

The Duke Energy Registrants evaluate whether long-lived assets,
enchuding goodwill, have been impaired when circumstances indicate
the carrying value of those assels may not be recoverable. For such
long-lived assets, an impairment exists when its camying value
exceeds the sum of estimates of the undiscounted cash flows
expected to result from the use and eventual disposition of the asset.
When alternative courses of action to recover the canrying amount of
a long-lived asset are under consideration, a probability-weighted
approach is used for developing estimates of future undiscounted
cash flows. if the carrying value of the long-lived asset is not
recoverable based on these estimated future undiscounted cash
flows, the impairment lass is measured as the excess of the carnving
value of the asset over its fair value, such that the assat's carrying
value Is adjusted 0 iis estimated fair valuve.

Management assesses the fair value of long-lived assets using
commonly accepted techniques, znd may use more than one source.
Sources to determine fair value include, but are not limited to, recent
third party comparable sales, intemally developed discounted cash
flow analysis and analysis from outside advisors. Significant changes
in market conditions resulting from events such as, among others,
changes in commodity prices ar the condition of an asset, or a
change in management's intent to ulilize the asset are generally
viewed by management as triggering events fo re-assess the cash
flows related to the long-lived assets.

See Note 12 for further information regarding long-lived asset
impairment charges recordest during the year ended Decernber 31,
2010 and 20C9.

Property, Plant and Equipment.

Property, plant and equipment are stated at the lowar of
historical cost less accumulated depreciation or fair value, if impaired.
The Duke Energy Registrarts capitalize all construction-related direct
[abor and material costs, as well as indirect construction costs,
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Indirect costs include general engineering, taxes and the cast of funds
used during construction (see "Allowance for Funds Used During
Censtruction {AFUDC) and Interest Capitalized,” discussed below).
The cost of renewals and betterments that extend the useful life of
praperty, plant and equipment are also capitalized. The cost of
repairs, replacements and majet maintenance projects, which do not
extend the useful life or increase the expected cutput of the asset, are
expensed as incurred. Depreciation is generally computed aver the
estimated useful life of the asset using the composite straight-line
method. For regulated operations, depreciation studies are conducted
periodically to update the composite rates and are approved by the .
varfous state commissions. The composite weighted-average
depreciation rates for each of the Duke Energy Registrant wers:

December 31,
2010 2008 2008
Duke Energy' 3.2% 33% 31%
Duke Energy Carolinas@ 27% 20% 3.0%
Duke Energy Chio 4.1% 3.8% 26%
Duke Energy Indiana 35% 42% 3.8%

(@) Excludes nuclear fuel at Cuke Enengy and Duke Energy Caroiinas.

When the Duke Energy Registrants retire their regulated
property, plant and equipment, it charges the original cost plus the
cost of retirement, less salvage vafug, to accumulated depreciation.
When it sells entire regulated operating units, or retires or sells
non-regulated properties, the cost is removed from the propery
account and the related accumufated depreciation and amortization
accounts are reduced. Any gain or oss is recorded in eamings, unless
otherwise required by the applicable regulatory body.

See Note 10 for further information on the componerts and
estimated useful lives of Duke Energy’s praperty, plant and
equipment bialance.

Nuclear Fuel.

Amertization of nuclear fuel purchases is included within Fuel
Used in Electric Generation and Purchased Power-Regulated in the
Consolidated Statements of Operations. The amortization is recorded
using the units-of-praduction methed.

AFUDC and Interest Capitalized.

In accordance with applicable regulatory accounting guidance,
the Duke Energy Registrants record AFUDC, which represents the
estimated debt and equity costs of capital funds necessary to finance
the construction of new regulated facilities. Both the debt and equity
components of AFUDC are non-cash amounts within the
Cansolidated Staterments of Operations. AFUDC is capitalized as a
component of the cost of Property, Plant and Equipment, with an

" offsetting credit to Other Income and Expenses, net on the
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Consclidated Statements of Operations for the equity component and
as an offset to Interest Expense on the Consclidated Statements of
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Operations for the debt compenent. After construction is completed,
the Duke Energy Registrants are permitted to recover these costs
through inclusion in the rate base and the corresponding depreciation
expense or nuclaar fuel expense.

AFUDC equity is recorded in the Consolidated Staterments of
Cperaticns on an after-tax basis and is a permanent difference item
for income tax purposes (e, a permanent difference between
financial staternent and income tax reporting), thus reducing the
Duke Energy Registrants’ effective tax rate during the construction
phase in which AFUDC equity fs being recorded. The effective tax
rate is subsequently increased in future periods when the completed
property, plant and equipment is placed in service and depreciation
of the AFUDC equity commences. See Note 22 for Information
related to the impacts of AFUDC equity on the Duke Energy
Registrants’ effective tax rate.

Far non-regulated operations, interest is capitalized during the
construction phase in accordance with the applicable accounting
guidance.

Asset Refirement Obligations.

Thie Duke Energy Registrants recognize asset retirement
chiigations for iegal obligations associated with the retirement of long-
lived assets that result from the acouisition, construction,
development and/or normal use of the asset, and for conditional asset
retirement obligations. The term conditional asset retirement
obiigation refers to a legal cbligation to perform an asset retirement
activity in which the timing and {or) methad of settlement are
cenditional on a future event that may or may not be within the
conirol of the entity. The obligation to perform the asset retirement
activity is unconditional even though uncertainty exists about the
timing and (or) methad of settlement. Thus, the timing and (or)
method of setlement may be conditional on a future event, When
recording an asset retirement obligation, the present value of the
projected lizbility is recognizad in the period in which it is incurred, if
a reasonable estimate of fair value can be made. The present value of
the liahility is added to the carrying amount of the associated asset.
This adcditional carrying amount is then depreciated over the
estimated useful life of the asset. :

In the second quarter of 2010, Duke Energy Carolinas recorded
a $1.5 hillicn correction of an error to reduce the nuclear
decornmissioning asset retirement obligation liability, with offsetting
impacts to regulatory assets and property, plant and equiprment. This
cerrection had no impact on Quke Energy Carolinas’ results of
operations ar cash flows.

See Note 9 for further information regarding The Duke Energy
Registrants’ asset refirement obligations.

Revenue Recognition and Unbilled Revenue,

Revenues on sales of electricity and gas are recognized when
sither the service is provided or the product is detivered. Unbilled
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retail revenues are estimated by applying average revenue per
Kilowatt-hour or per thousand cubic feet (McF) for all custorner classes
to the number of estimated kifowatt-hours or Mcfs defivered but not
billed. Unbilied wholesale energy revenues are calculated by applying
the contractual rate per megawatt-hour (MWH) to the number of
estimated MWh delivered but not yet billed, Unbifled wholesale
demand revenues are calculated by applying the confractual rate per
megawatt (MW) to the MW volume delivered but not yet billed. The
amount of unkilied revenues can vary significantly from period ta
pericd as a result of numerous factors, including seasonality,
weather, customer usage patterns and customer mix,

As discussed below, in accordance with new accounting rules
on January 1, 2010, Duke Energy began consolidating Cinergy
Receivables. Accordingly, unbiiled revenues which had been
inciuded in the sale of receivables 1o Cinergy Receivables prior 1o the
effective date of the new accounting rules, and thus not reflected on
Duke Energy's Consolidated Balance Sheets, are now included in
Receivables on Duke Energy’s Consolidated Balance Sheets.

At December 31, 2010 and 2008, Duke Energy, Duke Energy
Caralinas and Duke Energy Ohic had unbilled revenues within
Restricted Recejvables of Variable Interest Entities and Receivables on
their respective Consolidated Balance Sheets as follows:

December 31, December 31,
{in millions} 2010 2009
Duke Energy %751 $4580,
Duke Energy Caralinas 322 276
Duke Energy Ohig® 54 23

(2) .Primarily relates to wholesale sales within the Commercial Power segment,

Additionally, Duke Energy Chio, including Duke Energy
Kentucky, and Duke Energy (ndiana sell, an a revalving basis, nearly
all of their retail and wholesale aceounts receivable to Cinergy
Receivables. Duke Energy Ohio and Duke Energy Indiana mest the
revised sales/derecognition criteria of the new accounting rukes and,
therefore, continue to account for the transfers of receivables to
Cinergy Recelvables as sales, and accordingly the receivables scid are
not reflected an the Consolidated Bafance Sheets of Duke Energy
Ohig and Duke Energy Indiana. Receivables for unbilled revenues
related to retail and wholesale accounts receivable at Dule Energy
Ohio and Duke Energy Indiana included in the sales of accounts
receivable to Cinergy Receivables at December 31, 2010 and 2009
were as follows:

December 31, December 31,
{in milions) 2010 2009
Duke Energy Ohio $112 $126
Duke Energy Indiana 125 112

See Note 17 for additional information.




PART II

—

DUKE ENERGY CORPORATION

* DUKE ENERGY CAROLINAS, LLC

DUKE ENERGY OHIO, INC. = DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Accounting for Risk Management, Hedging Activities and Financial
Instruments,

The Duke Energy Registrants may use a number of different
derivative and non-derfvative instruments in connection with its
commodity price, interest rate and foreign curency risk management
activities, including swaps, futures, forwards and options. All
derivative instruments except for those that are designated as hedges
and thase that qualify for the normal purchase/normal sale (NPNS)
exception within the accounting guidance for derivatives are recorded
on the Consolidated Balance Sheets at their fair value. The Duke
Erergy Registrants may designate qualifying derivative instruments as
either cash flow hedges or fair value hedges, while cihers either have
not been designated as hedges or do not qualify as a hedge
(hereinafter referred to as undesignated contracts).

For ail contracts accounted for as a hedge, the Duke Energy
Registrants prepare formal documentation of the hedge in accordance
with the accounting guidance for derivatives. tn addition, at inception
and at least every three months thereafter, the Duke Energy
Registrants formally assess whether the hedge contract is highly
effective in offsetting changes in cash flows or fair values of hedged
itens. The Duke Energy Registrants document hedging activity by
transaction type {futures/swaps) and risk management strategy
(commedity price risk/interest rate risk). '

See Note 14 for additional information and disclosures regarding
risk management activities and derivative transactions and balances.

Captive Insurance Reserves.

Duke Energy has captive insurance subsidiaries which provide
coverage, on an indemnity basis, to Duke Energy entifies as wel! as
certain third parties, on a limited bas's, for various business risks and
losses, such s property, business interruption ard general liakility.
Liabilities include provisions for estimated losses incurred but nat yet
reported (IBNR), as well as provisions for known claims which have
hean estimated on a claims-incumed basis, IBNR reserve estimates
involve the use of assumptions and are primarily based upon
histarical loss experience, industry data and other actuarial
assumptions, Reserve estimates are adjusted in future periods as
actual losses differ from historical experience.

Cuke Energy, through its captive insurance ntities, also has
reinsurance coverage, which provides reimbursement to Duke Energy
far certain losses above a per incident and/or aggregate retention.
Duke Energy recognizes a reinsurance receivable for recovery of
incurred losses under its captive's reinsurance coverage ance
realization of the receivable is deemed probable by its captive
{nsurance companies.

Unamortized Debt Premium, Discount and Expense,

Premiums, discounts and expenses incurred with the issuance
of outstanding long-term debt are amortized over the tenms of the
debt issues. Any call premiums or unamortized expenses associated
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with refinancing higher-cost debt obligations to finance regulated
assets and cperations are amortized consistent with regulatory
treatrment of those items, where appropriate. The amartization
expense is recorded as a component of interest expense in the
Consolidated Statements of Operations and is reflected as
Depreciation and amortization within Net cash provided by operating
activities on the Cansalidated Staterments of Cash Flows,

Loss Contingencies and Environmental Liabilities.

The Duke Energy Reglstrants are invalved in cartain iegal and
environmental matters that arise in the normal course of business.
Contingent losses are recorded when it is determined that it is
probable that z loss has occurred and the amount of the loss can ke
reasonably estimated. When a range of the probable loss exists and
no amount within the range is a better estimate than any other
amount, the Duke Energy Registrants record a loss contingency at the
minimum amaount in the range. Uinless otherwise required by GAAP,
lega! fees are expensed as incurred.

Ernvironmental liabilites are recorded on an undiscounted basis
when the necessity for environmental remediation becomas probable
and the costs can be reasonably estimated, or when other potential
environimentat liabilities are reasonably estimable and probable. The
Duke Energy Registrants expense environmental expenditures refated
to conditions caused by past operations that do not generate current
or future revenues. Certain environmental expenses receive regulatory
accounting treatment, under which the expenses are recorded as
regulatory assefs, Environmental expenditures related to operations
that generate current or future revenues are expensed or capitalized,
as appropriate.

See Note & for further information,

Pension and Other Post-Retirement Benefit Plans,

Duke Energy maintains qualified, non-qualified and ather post-
refirement benefit plans. Duke Energy Carolinas, Duke Energy Ohio
and Duke Energy indiana employees participate in Duke Energy’s
qualified, non-qualified and other past-refirement benefit plans and
are allocated their proportionate share of benefit costs by Duke
Energy. See Note 21 for information related to Duke Energy's benefit
plans, including certain accounting policies associated with these
pians.

Severance and Special Termination Benefits,

Duke Energy has an ongoing severance plan under which, in
general, the longer a terminated eniployee worked prior to termination
the greater the amount of severance benefits. Duke Energy records a
lighitity for inveluntary severance once an involuntary severance plan
is committed to by management, or sooner, if involuntary severances
are probable and the related severance benefits can be reasonably
estimated. For involuntary severance benefits that are incrernental to
its ongoing severanca plan benefits, Duke Energy measures the
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aobligation and records the expense at its fair value at the
communication date if there are no future service requirements, or, if
future service is required to receive the termination benefit, ratably
over the service period. From time to time, Duke Energy offers special
termination benefits under voluntary. severance programs. Special
termination benefits are measurad upon employee acceptance and
recorded immediately absent a significant retention pericd. if a
significant retention periad exists, the cost of the special termination
benefits are recorded ratably over the remaining service periods of the
affected employees. Employee acceptance of voiuntary severance
benefits is determined by management based on the facts and
circumnstances of the special termination benefits being offered. See
Note 19 for further information.

Guarantees.

Upon issuance or modification of a guarantee, Duke Energy
recognizes a liability at the time of issuance or material modification
for the estimated fair value of the obligation it assumes under that
guarantes, if any. Fair value is estimated using a probability-weighted
approach. Duke Energy reduces the obligation over the term of the
guarantee or related contract in a systematic and rational method as
risk is reduced under the obligation. Any additional contingent foss for
guarantee contracts subsequent to the initial recognition of a lizbility
in accordance with applicable accounting guidance is accounted for
and recognized at the time a loss is probable and the amount of the
loss can be reasonably estimated.

Duke Energy has entered into various indemnification
agreements related to purchase and sale agreerments and other types
of contractual agreements with vendors and other third parties. These
agreaments typically cover environmental, tax, litigation and other
matters, as well as breaches of representations, warranties and
covenants, Typically, claims may be made by third parties for various
periods of time, depending on the nature of the claim. Duke Energy's
potential exposure under these indemnification agreements can range
from a specified to an unlimited doliar amount, depending on the
nature of the claim and the particular transaction. See Note 7 for
furthar information. ’

Other Current and Non-Current Liabilities.

At December 31, 2010 and 2009, $248 million and $257
million, respectively, of liabilites associated with vacation accrued are
included in Other within Current Liabilities in the Consclidated
Balance Sheets of Duke Energy. As of December 31, 2010 and
2008, this balance exceeded 5% of total current liabilities.

At December 31, 2010 and 2009, $85% million and $34
million, respectively, of llahilities associated with vacation accrued
were included in Other Current Liabilities in the Consolidated Balance
Sheets of Duke Energy Carolinas. At December 31, 2010, this
balance exceeded 5% of total curent labilities.
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Stock-Based Compensation.

Stock-based compensation represents the cost related to stock-
based awards granted to employees. Duke Energy recognizes stock-
nased compensation based upon the estimated fair value of the
awards, net of estimated forfeitures. The recognition periad for these
costs begin at either the applicable service inception date or grant
date and continues throughout the requisite service periad, or for
certain share-based awards until the employee becornes retiremeant
efigitle, if eartier. Share-based awards, including stock options, but
not performance shares, granted to employees that are already
retirement eligible are deemed to have vested immediately upon
issuance, and therefore, compensation cost for those awards is
recognized on the date such awards are granted. See Note 20 for
further information.

Accounting For Purchases and Sales of Emission Allowances.

Emission allowances are issued by the Environmental Protection
Agency (EPA) at zero cost and permit the holder of the allowance o
ermit certain gaseous by-products of fossil fuel corbustion, including
sulfur dioxide {SO,) and nitrogen oxide (NC,). Allowances may also
be bought and sold via third party transactions or consumed as the
emissions ars generated. Allowances allocated 1o or acquired by the
Duke Energy Registrants are held primarily for consumption. The
Duke Energy Registrants record emissfon allowances as Intangible
Assets on their Consolidated Balance Sheets at cost and recognizes
the allowances in earnings as they are consumed or sold. Gains or
I0sses on saies of emission allowances by regulated businesses that
do not provide for direct recovery through a cost tracking mechanism
and non-regulated businesses are presented in Gains (Losses) on
Sales of Other Assets and Other, net, in the accampanying
Consolidated Statements of Cperations. For regulated businesses that
provide for direct recovery of emission allowances, any gain or loss on
sales of recoverable emission aillowances are included in the rate
structure of the regulated entity and are deferred as a regulatory asset
or liability. Future rates charged to retail customers are impacted by
any gain or loss on sales of recoverable emission allowances and,
therefore, as the recovery of the gain or loss is recognized in operating
revenues, the regulatory asset or liability refated to the emission
allowance activity is recognized as a component of Fug! Used in
Electric Generafion and Purchased Power-Regulated in the
Consolidated Statements of Operations. Purchases and sales of
emission allowances are presented gross as investing activities on the
Consolidated Statements of Cash Flows, See Note 12 for discussion
regarding the impairment of the carrying value of certain emission
allowances in 2010 and 2008.

Incorme Taxes.

Duke Energy and its subsidiaries file a consolidated federal
income tax return and other state and foreign jurisdictional returns as
required. Deferred income taxes have been provided for temoorary

114




PARTII

| v —

]

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

Combined Notes to Consolidated Financial Statements — {Continued)

differences between the GAAP and tax carrying amounts of assets
and liabilities. These diffarences create taxable or tax-deductible
amounts for future pericds. Investment tax credits {ITC) associated
with regulated operations are deferred and are amortized as a
reduction of income tax expense over the estimated useftl lives of the
refated properties.

Duke Energy Carolinas, Duke Energy Ohio and Duke Energy
Indiana entered into a tax sharing agreement with Duke Energy,
where the separate return method is used to allocate tax expenses
and benefits to the subsidiaries whose investments or results of
operations provide these tax expenses or benefits. The accounting for
income taxes essentially represents the income taxes that the
Subsidiary Registrants would incur if the Subsidiary Registrants were
a separate company filing their own federai tax retum as a
C-Corporation. Duke Energy Carciinas files separate state incorme tax
returns in North Carclina and South Carolina. ’

The Duke Energy Registrants record unrecognized tax benefits
for pasitions taken or expected to be taken on tax returns, including
the decision to exclude certain income or transactions from a return,
when a more-likely-than-not threshold is met for a tax position and
management believes that the position will be sustained upon
examination by the taxing authorities. Management evaluates each
position based solely on the technicat merits and facts and
circumnstances of the position, assuming the position will be
examined by a taxing authority having full knowledge of all refevant
information. The Duke Energy Registrants record the largest amount
of the unrecegnized tax benefit that is greater than 50% likely of
being realized upon settlement or effective setiement. Management
considers a tax position effectively settied for the pumpose of
recognizing previously unrecognized tax benefits when the following
conditions exist: (i) the taxing authority has completed its examination
procedures, including all appeais and administrative reviews that the
taxing authority is required and expected to perform for the tax
positions, (i) the Duke Energy Registrants do not intend to appeal or
litigate any aspect of the tax_position included in the completed
examination, and (iif} it is remote that the faxing authority would
examine or reexarmine any aspect of the tax position. Deferred taxes
ara Aot provided on translation gains and losses whera the Duke
Enérgy Registrants expect earnings of a foreign operation to be
indefinitely reinvested.

The Duke Energy Regisfrants record, as It relates to taxes,
interest expense &s Intersst Expense and interest incorme and
penalties in Other Income and Expenses, net, in the Consolidated
Staterments of Operations. ‘

See Note 22 for further information,

Accounting for Renewable Energy Tax Credits and Grants Under
the American Recovery and Reinvestment Act of 2009.

In 2009, The American Recovery and Reinvestment Act of
2009 (the Stimulus Bill) was signed into law, which provides tax
incentives in the form of ITC or cash grants for renewable energy
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facilities and renewable generation property either placed in service
through specified dates or for which constructicn has begun prior to
specified dates. Under the Stimuius Bill, Duke Energy and Duke
Energy Ohio may elect an ITC, which is determined based on a
percentage of the tax basis of the qualified property placed in servica,
for propesty placed in service after 2008 and hefore 2014 (2013 for
wind faciiities) or a cash grant, which atlows entities to elect to
receive a cash grant in lieu of the ITC for centain property eithar
placed in service in 2009 or 2010 or for which construction begins
in 2009 and 2010, ¥When Duke Energy and Duke Energy Chio elect
either the ITC or cash grant on Commercial Power's wind facilities
that meet the stipulations of the Stimulus Bill, Duke Energy and Duke
Energy Ohio reduce the basis of the property recorded on the
Consolidated Balance Sheets by the amount of the ITC ar cash grant
and, therefore, the ITC or grani benefit is recognized ratably over the
life of the associated asset. Additionally, certain tax credits and
govermnrment grants received under e Stimulus Bl provide for an
incremental initial tax deprecfable base in excess of the carrying value
for GAAP purposes, creating an initlal deferred tax asset equal to the
tax effect of one hatf of the TG o government grant, Duke Energy
records the deferred tax benefit as a reduction to income tax expense
in the pericd that the basis difference is created,

Excise Taxes.

Certain excise taxes levied by state or local governments are
collected by the Duke Energy Registrants from its custormners. These
taxes, which are requived to be paid regardless of the Duke Erergy
Registrants' ability to collect from the customer, are accounted for on
a gross basis, When the Duke Energy Registrants act as an agent,
and the tax is not required (o be remitted if it is not collected fram the
customer, the taxes are accounted for on a net basis, The Duke
Energy Registrants’ excise taxes accolnted for on a gross basis and
recarded as oparating revenues in the accompanying Consolidated
Statements of Operations were as follows:

Year Ended December 31,

{in miltions) 2010 2008 2008
Duke Energy Carclinas $156 $132 3127
Duke Energy Ohio 115 117 121
Duke Energy Indiana 29 27 30
Total Duke Energy $300 %276 3278

Foreign Currency Translation,

The local currencies of Duke Energy's foreign operations have
been determined to e their functional currencies, except for certain
foreign operations whase functional cumency has been determined to
be the U.5. Dollar, based on an assessment of the economic
circumstances of the foreign cperation. Assets and labilities of Toreign
operations, except for those whose functional currency is the
U.S. Doilar, are translated into U.S. Dollzrs at the exchange rates at
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period end. Translation adjustments resulting from fluctuations in
exchange rates are included as a separate compoenent of AQCI,
Revenue and expense accounts of these operations are translated at
average exchange rates prevailing during the year. Gains and losses
arising from balances and transactions denominated in currencies
other than the funclional currency are included in the results of
operations in the period in which they occur, See Note 23 for
additional information on gains and losses primarily associated with
International Energy’s rermeasurement of certain cash and debt
balances into the reporting entity's functional currency and
transaction gains and iosses.

Statements of Consolidated Cash Flows.

The Duke Energy Registrants have made certain classification
elections within their Consolidated Statements of Cash Flows, Cash
flows from discontinued operations are combined with cash flows
frorn continuing operations within operating, investing and financing
cash flows witnin the Consolidated Staterments of Cash Flows. With
respect to cash overdrafts, book overdrafts are included within
operating cash fiows while bank overdrafts are inciuded within
finaneing cash flows.

Dividend Restrictions and Unappropriated Retained Earnings.

Duke Energy does not have any legal, regulatory or other
restrictions on paying common stock dividends to sharehclders.
However, as further described in Note 4, due to conditions
established by regulators at the time of the Duke Energy/Cinergy
merger in April 2006, certain wholly-owned subsidiaries, including
the Subsidiary Registrants, have restrictions on paying dividends or
otherwise advancing funds to Duke Energy. At December 31, 2010
and 2008, an insignificant amount of Duke Energy's consolidated
Retained Eamings balance represents undistributed eamings of equity
method investments,

New Accounting Standards.

The following new accounting standards were adopted by Duke
Energy during the year ended December 31, 2010 and the impact of
such adoption, if appficable has been presented in the accormpanying
Consolidated Financial Staterments:

Financial Accounting Standards Board (FASB) Accounting
Standards Codification (ASC} 860 — Transfers and Sewvicing (ASC
860} In June 2009, the FASB issued revised accourting guidance
for transfers and servicing of financial assets and extinguishment of
liabifities, to require additional information about transfers of financial
assets, including securitization transactions, as well as aclditional
information about an enterprise’s continuing exposure ta the risks
related to transferred financial assets. This revised accounting
guidance eliminated the cancept of a QSPE and required those
entities which were not subject to consolidation under previcus
accounting rules to now be assessed for consolidation. In addition,
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this accounting guidance clarified and amended the derecognition
criteria for transfers of financia! assets (including transfers of pertions
of financial assets) and required additional disclosures about a
transferor's continuing invelvement in transferred financial assets. For
Duke Energy, this revised accounting guidance was effective
prospectively for transters of financial assets occurring on or after
January 1, 2010, and early adoption of this staterment was
prohibited. Since 2002, Duke Energy Ohio, Duke Energy Indiana,
and Duke Energy Kentucky have sald, on a revolving basis, neary all
of their accounts receivable and related collections through Cinergy
Receivables, a bankruptcy-remote QSPE. The securitization
transaction was structured to meet the criteria for sale accounting
treatment, and accordingly, Duke Energy did not consolidate Cinergy
Receivahles, and the transfers were accounted for as sales. Effective
with adoption of this revised accounting guidance and ASC
8§10-Consolidation (ASC 810), as discussed helow, the accounting
treatment and/or financial staterment presentation of Duke Energy's
accounts receivable securitization programs was impacted as Duke
Energy began consolidating Cinergy Receivables effective January 1,
2010. Duke Energy Chio's and Duke Energy Indiana’s sales of
accounts receivable and refated financial statement presentation were
not impacted by the adoption of ASC 860. See Note 17 for additional
information.

ASC 810 — Consolidations {ASC 810). In June 2009, the
FASB amended existing consolidation accounting guidance to
eliminate the exemption from consolidation for QSPEs, and clarified,
but did not significantly change, the criteria for determining whether -
an entity meets the definition of a VIE. This revised accounting
guidance also required an enterprise to qualitatively assess the
determinaticn of the primary beneficiary of a VIE based on whether
that enterprise has both the power to direct the activities that most
significantly impact the economic performance of a VIE and the
obligation to abscrb losses or-the right to receive benefits of & VIE that
could potentially be significant to a VIE. In addition, this revised
accounting guidance modified existing accounting guidance o require
an ongoing evaluation of 2 VIE's primary heneficiary and amended
the types of events that trigger a reassessment of whether an entity is
a VIE. Furthermore, this accounting guidance required enterprises-to
provide additional disclosures about their involvement with VIES and
any significant changes in their risk exposure due to that involvement,

For the Duke Energy Registrants, this accounting guidance was
effective baginning on January 1, 2010, and is applicable to ali
entities in which Duke Energy is involved, including entities
previously subject to existing accounting guidance for VIEs, as well as
any QSPEs that existed as of the effective date, Effective with
adoptian of this revised accounting guidance, the accounting
treatment and/ar financial staternent presentation of Duke Energy’s
accounts receivable securitization pregrams were impacted as Duke
Energy began consolidating Cinergy Receivables effactive January 1,
2010. Duke Enargy Ohio's and Duke Energy Indiana’s sales of
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accounts receivable and refated financial statement presentation were
not impacted by the adoption of ASC 810, This revised accounting
guidance did not have a significant impact on any of the Duke Energy
Registrants' ather interests in VIEs, See Note 17 for additional
disclosures required by the revised accounting guidance in ASC 810.

ASC 820 — Fair Value Measurements and Disclosures (ASC
820). In January 2C10, the FASS amended existing fair value
measurements and disclosures accourting guidance to clarify certain
existing disclosure requirements and to require a number of additicnal
disclosures, including amounts and reasons for significant transfers
between the three fevels of the fair value hierarchy, and presentation
of certain information in the reconciliation of resuming Level 3
measurements on a gross basis, For the Duke Energy Registrants,
ceftain portions of this revised accounting guidance were effective on
January 1, 2010, with additional disclosures effective for periods
beginning January 1, 2011. The initial adoption of this accounting
guidance resulted in arjditiona) disciosure In the notes to the
consolidated financial statements but did not have an impact on the
Duke Energy Registrants’ consolidated results of operations, cash
flows or financial position.

ASC 310 — Receivables {ASC 310). \n July 2010, the FASB
isstied revised disclosure requirements refated to financing recelvables
to address concerns about the sufficiency, transparency, and
robustness of credit risk disclosures for financing receivables and the
related allowance for cradit losses. This revised accounting guidance
requires disclosure information at disaggregated levels and requires
1oil-forward schedules of the allowance for credit losses and
information regarding the cradit quality of receivables. For the Duke
Energy Registrants, certain partions of these revised disclosure
Tequirements were effective for the year ended December 31, 2010,
with additional disclosures effective for periods beginning January 1,
2011, The initial adaption of these revised disclosure requirements
did not result in any significant impact to the notes 1o the
consofidated financial statements or on the Duke Energy Registrants’
consolidated results of operations, cash flows or financial position,

The following new accounting standards were adopted by Duke
Energy during the year ended Decemnber 31, 2009 and the impact of
such acdoption, if appiicable has been presented in the accompanying
Consotidated Financial Statements:

Finiancial Accounting Standards Board’s (FASB) Accounting
Standards Codification {ASC) 105 — Generally Accepled
Accounting Principles {ASC 105). In June 2009, the FASB
amended ASC 105 for the ASC, which identifies the sources of
accounting principles and the framework for selecting the principles
used in the preparation of financial statements of nongovernmental
entities that are presented in conformity with GAAP. Rules and
Interpretive releasss of the Securities and Exchange Commission
(SEC) under authority of faderal securities laws are also sources of

" authoritative GAAP. On the effective date of the changes to ASG 105,
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which was for financial statements issued far interim and annual
periods ending after September 15, 2009, the ASC supersedes all
then-existing non-SEC accounting and reperting standards. Under the
ASC, all of its content carries the same lavel of authority and the
GAAP hierarchy inciudes only two levels of GAAP: authoritative and
nan-authoritative. While the adoption of the ASC did not have an
impact on the accounting foliowed in the Duke Energy Registrants’
consolidated financial statements, the ASC impacted the references to
authoritative and non-atthoritative accounting literature cantained
within the Notes.

ASC 805 — Business Combinations (ASC 803). In December
2007, the FASB issued revised guidance related to the accounting for
business combinations. This revised guidance retained the
fundamental requirement that the acquisition method of accounting
be used for all business combinations and that an acquirer be
identified for each business combination. This statement also
established principles and requirements for how an acquirer
recognizes and measures in its financial statements the identifiable
assets acquired, the liabilities assumed, any noncontrolling (minarity)
interests in an acquiree, and any goodwili acguired in a business
combination ar gain recognized from a bargain purchase. For Duke
Energy, this revised guidance is applied prospectively to business
combinations for which the acquisition date occurred on or after
January 1, 2009. The impact to Duke Energy of applying this revised
guidance for periods subsequent to implementation will be dependent
upon the nature of any transaciions within the scope of ASC 805.
The revised guidance of ASC 805 changed the accounting for income
taxes related to prior business combinations, such as Duke Energy's
merger with Cingrgy. Effective January 1, 2009, the resolution of any
tax contingencies refating to Cinergy that existed as of the date of the
merger are required to be reflected in the Consolidated Statements of
Operations instead of being reflecied as an adjustment o the
purchase price via an adjustment to goodwill,

ASC 810, In Decamber 2007, the FASE amended ASC 810 to
establish accounting and reporting standards for the noncontrolling
(minority) interest in a subsidiary and for the deconsnlidation of a
subsidiary and to clarify that a noncontrolling interest in & subsidiary
is an ownership interast in a consciidated entity that should be
reported as equity in the consolidated financial statements. This
amendment aiso changed the way the consatidated income
statement is presented by requiring consolidated net income to be
reported at amounts that include the amounts attributable 1o both the
parent and the noncontrelling interest. In additicn, this amendment
established a single method of accounting for changes in a parent's
ownership interest in a subsidiary that do not result in
deconsolidation, For the Duke Energy Registrants, this amendment
was effective as of January 1, 2009, and has been appfied
prospectively, except for certain presentation and disclosure
requirernents that were applied retrospectively, The adoption of these
provisions of ASC 810 impacted the presentation of noncontrolling
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interests in the Duke Fnergy Registrants’ Consolidated Financial
Statements, as well as the calculation of the Duke Energy Registrants’
effective tax rate.

ASC 815 — Derivatives and Hedging (ASC 815}. In March
2008, the FASB amended and expanded the disclosure requirements
for derivative instruments and hedging activities required under ASC
815. The amendments to ASC 815 requires qualitative disclosures
about objectives and strategies for using derivatives, volumetric data,
guantitative disclosures about fair value ameunts of and gains and
losses on derivative instruments, and disclosures about credit-risk-
related contingent features in derivative agreements. The Duke
Energy Registrants adopted these disclosure requirements as of
January 1, 2009. The adogption of the amendments to ASC 815 did
not have any Impact on the Duke Energy Registrants’ consolidated
results of operations, cash flaws or financial position. See Note 14 for
the disclosures required under ASC 815.

ASC 715 — Compensation — Retirement Benefits (ASC
715} In December 2008, the FASB amended ASC 715 to require
morg detailed disclosures about employers’ plan assets,
concentrations of risk within plan assets, and valuation techniques
used to measure the fair value of plan assels. Additionally, companies
will be required to disclose their pension assets in a fashion
consistent with ASC 820—Farir Value Measurements and
Disclosures (i.e., Level 1, 2, and 3 cof the fair value hierarchy) along
with a roll-forward of the Level 3 values each year. For the Duke
Energy Registrants, these amendrments to ASC 715 were effective for
the Duke Energy Registrants’ Form 10-K for the year ended
December 31, 2009. The adogtion of these new disclosure
requirements did net have any impact on the Duke Energy
Registrants’ results of operations, cash flaws or financial pesition. See
Note 21 for the disclosures required under ASC 715.

The following new accounting standards were adopted by Duke
Energy during the year ended December 31, 2008 and the impact of
such adoption, if applicable, has been presented in the
accompanying Consolidated Financiat Statements:

ASC 820. Refer to Note 15 for required fair value disclosures,

ASC 825 — Financial Instruments (ASC 825). ASC 825
permits, but does not require, entities 10 elect to measure many
financial instrumenis and certain other iterms at fair value, See
MNate 15.

ASC 860 and ASC 810, In December 2008, the FASB
amended the disclosure requirements related to transfers and
servicing of financial assets and VIES o reguire public entities to
provide additional disclosures about transfers of financial assets and
to require public enterprises to provide additional disclosurss about
their involvement with VIEs. Additionally, certain disclosures were
required to be provided by a pubdic enterprise that is (a) a sponsar
that has & variable interest in a VIE and {b) an enterprise that holds a
significant variable interest in a QSPE but was not the transferor
{nontransferar enterprise) of financial assets to the QSPE, The new
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disclosure requirements are Intended fo provide greater transparency
ta financial statement users about a transferar's continuing
involvement with transferred financial assets and an enterprise’s
involvement with VIES. The new disclosure reguirements were
effective for Duke Energy beginning December 31, 2008. The
additional requirements of ASC 810 did not have any imgact on
Duke Energy’s consolidated results of operations, cash flows or
financial position. See Note 17 for additional informatian,

The following new Accounting Standards Updates (ASU) have
been issued, but have not yet been adopted by Duke Energy, as of
December 31, 2010:

ASC 605 — Revenue Recognition {ASC 605). In Octaber
2009, the FASB issued new revienue recognition accounting
guidance in response to practice concerns related to the accounting
for revenue arrangements with multiple deiiverables. This new
accounting guidance primarily applies te all contractual arrangements
in which a vendor will perform multiple revenue generating activities,
and addresses the unit of accounting for arrangements involving
multiple deliverables, as well as how arrangement consideration
shouid be allocated to the separate units of accounting. For the Duke
Energy Registrants, the new accounting guidance is effective
January 1, 2011 and will be applied prospectively. Duke Energy
does not expect this new accounting guidance to have a material
impact to its consolidated results of aperations, cash flaws cr financial
position.

ASC 350 — Intangibles — Goodwill and Gther (ASC 350). in
December 2010, the FASB amended the accounting guidance |
related to annual impairment tests. The revised accounting guidance
requires entities which have reporting units with a zero or negative
carrying value 10 assess, considering qualitative factors such as those
described in existing accounting guidance, whether it is more likely
than not that a gocdwill impairment exists, If an entity conciudes that
it is more likely than not that a goodwill impaimment exists for the
appficable reporting unit, the entity must perform step 2 of the
goadwill Impairment test. For Duke Energy, the revised accounting
guidance Is effective January 1, 2011 and wil be applied
prospectively. Duke Energy Is currently evaluating the potential
impact of the adaeption of this revised accounting guidance on its
annual impairment test of geodwill and is unable to estimate at this
time the impact of adoption on its consclidated results of operations
cash flows or financial position. None of Duke Energy's reporting
units had a negative canying valug as of December 31, 2010.

ASC 805, In Movember 2010, the FASE issued new
accounting guidance in response to diversity in the interpretation of
pro forma information requirements for business combinations. The
new accounting guidance reguires an entity to present pro forma
financial informaticn as if the business combination occurred at the
baginning of the earliest period presented, as well as, additional
disclosures describing the naturs and amount of material,
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nonrecurting pro forma adjustments. For Duke Energy this new
accounting guidance is effective January 1, 2011 and will be applied
fo all business combinations consummated after that date.

ASC 820 — Fair Value Measurements and Disclosures (ASC
820). In January 2010, the FASB amended existing fair value
measurements and disclosures accounting guidance o clarify certain
existing disclosure reguirements and to require a number of additionat
disclosures, including amounts and reasons for significant transfers
between the three levels of the fair value hierarchy, and presentation
of certain information in the reconciliation of recurring Level 3
rmeasurements o a gross basis. For the Duke Energy Registrants,
certain portions of this revised accounting guidance were effective on
January 1, 201G, with additional disclosures effective for periods
beginning January 1, 2011, The initial adoption of this accounting
guidance resulted in additional disclosure in the notes to the
consolidated financial statements but did not have an impact on the
Duke Energy Registrants’ consolidated results of operations, cash
flows or financial position. The adogption of the remaining portions of
this accounting guidance will result in addiional disclosure in the
notes © the consolidated financial statements but is not expected to
have an impact on the Duke Energy Registrants' consolidated results
of operations, cash flows o financial position,

ASC 310 — Receivables {ASC 310). n July 201C, the FASR
issued revised disclosure requirements related to financing receivables
to address concemns about the sufficiency, transparency, and
mbustness of credit risk disclosures for finance recetvables and the
related allowance for credit losses. This revised accounting guidance
requires disciosure information at disaggregated levels and requires
roll-forward schedules of the aliowance for credit losses and
information regarding the credit quality of receivables. For the Duke
Energy Registrants, certain portions of these ravised disclosiure
requirements were effective for the year ended December 31, 2010,
with additional disclosures effective for periods beginning January 1,
2011, The initial adoption of these revised disclosure requirements
did not result in any significant impact to the notes to the
consolidated financial statements or on the Duke Energy Registrants'
consalidated results of operations, cash flows or financial position.
The adoption of the remaining portions of this revised accounting
guidance may result in additional disclosure in the notes to the
consclidated financial statements but is not expected to have an
impact on the Duke Energy Registrants’ consolidated resuits of
operations, cash flows or financia! position,

2. BUSINESS SEGMENTS

Management evaluates segment performance based on
earnings before interest and taxes from continuing operations
{excluding certain allocated comorate govemance costs), after
deducting expenses aitributable to noncantrolling interests related 1o
those profits (EBITY. On a segment basis, EBIT excludes discontinued
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operations, represents all profits from continuing operations (both
operating and non-operating) before deducting interest and taxes, and
is net of amounts attributable to noncontrolling interests related to
those profits. Segment EBIT includes transactions between reportable
segments, Cash, cash equivalents and shori-term investments are
managed centrally by Duke Energy, so the asscciated interest and
dividend income and realized and unrealized gains and Iosses from
fareign currency transactions on those balances are excluded from
segment EBIT, :

Operating segments for each of the Duke Energy Registrants are
determined based on information used by the chief cperating decision
maker in deciding how to allocate resources and evaluate the
performance at gach of the Duke Energy Registrants. There is mo
aggregation within repertable operating segments at any of the Duke
Energy Registrants.

Duke Enetgy

Duke Energy has the following reportable operating segments:
.S, Franchised Electric and Gas (USFEAG), Commercial Power and
nternational Energy. .

USFE&G generates, transmits, distributes and sells electricity in
central and western North Carolina, western South Carolina, central,
north central and southern Indiana, and northern Kentucky. USFE&G
also transmits, and distributes electricity in southwestern Chio.
Additionaily, USFE&G transports and sells natural gas in
southwestern Ohio and northem Kentucky. It conducts operations
pritmarily through Cuke Energy Carlinas, certain regulated partions of
Duke Energy Ohio including Duke Energy Kentucky and Duke Energy
Indiana.

Commercial Fowsr owns, operates and manages power plants
and engages in the wholesale marketing and procurement of electric
power, fue! and emission allowances refated 1o these planis as well
as other contractual positions, Commercial Power’s generation assets
consist of renewable energy generation assets, Duke Energy Ohio's
regulated generation in Chio and five Midwestem gas-fired
non-regufated generation assets. The asset portfolic has a diversified
fuel mix with base-load and mid-merit coal-fired Lnits as well as
combined cycle and peaking natural gas-fired units, Commercial
Power also has a retail sales subsidiary, Duke Energy Retail Sales,
LLC {Duke Energy Retait}, which is cerlified by the PUCC as a
Competitive Retail Electric Supplier (CRES) provider in Ohio. Duke
Energy Retall serves retall electric customers in southwaest, west
central and northern Ohio at competitive rates. Due to increased
levels of customer switching as a result of the competitive markets in
Ohio, Duke Energy Retail has focused an acquiring customers that
had previously been served by Duke Energy Chic under the ESP, as
weli as those previously served by other Ohio franchised utilities,
Commercial Power alsc develops and implements customized energy
solutions. Thraugh Duke Energy Generation Services, Inc. and its
affiliates (OEGS), Commercial Power develops, owns and operates
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electric generation for jarge energy consumers, municipalities, utilides
and industrial facilities. In addition, DEGS engages in the
development, construction and aperation of renewable energy
projects and s aleo developing fansmission and hiomass projects.

International Energy principaily operates and manages power
generation facilities and engéges in sales and marketing of electric
power and natural gas outside the U.S. It conducts operations
primarily through Duke Erergy Internaticnal, LLC and its affiliates and
its activities principally target power generation in Latin America,
Additionally, International Energy awns a 25% interest in National
Methanol Company (NMC), located in Saudi Arabia, which is a large
regionai producer of methanol and methyt tertiary butyl ether (MTBE),
Through December 31, 2009, International Energy has a 25%
ownership interest in Attiki Gas Supoly. S.A. (Attiki), which is a
natural gas distributor located in Athens, Greece. In January 2010,
the counterparty to Attiki’s hon-recourse debt issued a notice of
default due to Duke Energy’s failure to make a scheduled semi-
annual installment payment of principal and interest following Duke
Energy’s 2009 decision to abanden its investment in Attiki and the
refated non-recourse det. See Note 13 for additional information
refated to the investment in Attiki.

The remainder of Duke Energy’s operations is presenied as
Other. While it is not considered a business segment, Other primarily
includes certain unallocated corporate costs, Bison Insurance
Company Limited {Bison), Duke Energy’s wholiy-owned, captive
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insurance subsidiary, Duke Energy’s effective 50% interest in
CukeNet Communications, LLC (DukeNet) and related
telecommunications businesses, Duke Energy Trading and
Marketing, LLC (DETM), which is 40% cwned by Exxon Mabil
Corporation and 60% owned by Duke Energy and management is
cumently in the process of winding dewn, and Duke Energy's effective
50% interest in the Crescent JV (Crescent), which was Duke Energy's
real estate joint venture that filed for Chapter 11 bankruptcy
protection in June 2009 and emerged from bankruptcy in June
2010. Fallowing the bankruptcy proceeding, Duke Energy no longer
has any ownership interest in Crescent. See Note 13 for additicnal
information related to Crescent. In December 2010, Duke Energy
sold a 50% ownership in DukeNet to investments funds managed by
Alinda Capital Partners, LLC (collectively Alinda). See Nate 3 for
further discussion of the DukeNst disposition transaction

Unallocated corporate costs include certain costs net allocable to
Duke Energy's reportable business segments, primarily governance
costs, costs to achieve mergers and divestitures and costs associated
with certain corporate severance programs, Bison's principal activities
as a ¢aptive insurance entity inciude the indemnification and
reinsurance of various business risks and losses, such as property,
business interruption and general liability of subsidiaries and affiliates
of Duke Energy. On a limited basis, Bison also participates in
reinsurance activities with certain third parties.
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Business Segment Datat
Segment EBIT/
Consolidated Capital and
Income Investment
from Continuing  Depreciation  Expenditures
Unaffiliated  Intersegment Totai  QOperations before and and Segment
{in millions) Revenues Reverues  Revenues income Taxes  Amontization Actuisitions Assefgi
Year Ended December 31, 2010
U.5. Franchised Electric and Gasie $10,563 $ 34 $10,597 $2,966 $1,386 $3,801 $45,210
Commercial Power’® 2,440 8 2,448 (229} 225 525 6,704
international Energy 1,204 —_— 1,204 486 86 181 4,310
Total reportable segments 14,207 42 14,249 3,223 1,697 4,597 56,224
Other® 65 53 118 {255) 89 258 2,845
Eliminations and reclassifications — (95) (95) — — — 21
Interest expense — -— — (840) —_ — —
Interest income and other? — —_ — 72 — — —
Add back of noncontmiting interesy camponant of
reportable segment and Other EBIT — — — 10 —_— — —
Total consolidated $14,272 $ — $14,272 $2,210 $1,786 $4,855 $59,000
Year Ended December 31, 2009
U.S. Franchised Electric and Gas $ 9,392 4 41 % 9433 %2321 $1.290 $3,6680 $42,763
Commercial Powers 2,109 5 2,114 27 206 688 7,345
Intemational Energy 1,158 — 1,158 365 a1 128 4,087
Total reportable segments 12,659 46 12,705 2,713 1,577 4,376 54,175
Other 72 56 128 {251) 79 181 2,736
Eliminations and reclassifications — (102 {102) — — — 129
Interest expense — — — {751) — —_ -—
Interest incorme and cther® — — — 102 — — —
Add back of noncontrolling interest companent ot
reportable segment and Other EBIT — — — i8 — — —
Total consolidated $12,731 $ — $12,731 $1,831 $1,656 $4,557 $57,040
Year Ended Decernber 31, 2008
U.S. Franchised Electric and Gas $10.130 % 29  $10,159 $2,398 $1,326 $3.650 $39,506
Commercial Power 1,817 9 1,826 264 174 870 7,467
Intermational Energy 1,185 —_ 1,185 411 84 161 3,309
Total reportable segments 13,132 38 13,17C 3,073 1,584 4,681 50,332
Othere 75 59 134 (968} 86 241 2,605
Eliminaticns and reclassifications — @7} (972 — — — 140
Interest expense — — — (741) — — —
|nterest incorme and cther® — — — 117 — — —
Add back of noncentrolling interest component of
repartatie segment and Other £BIT — — _ 10 . _ _
Total consolidated $13,207 $ — $13207 $1,891 $1,670 $4922 $53077
fay Segment results exclude results of entities classified as discontinued operations.

{by Includes assets held for sate and assets of enfities in discontinued operalions. See Note 13 for descripfion and camying value of nvestments accounted for under the equity method of
accounting within each segment.

(¢} On December 7, 2009 and January 10, 2010, the Morth Carolina and South Carofina rate case settiement agreements were approved by the NCUC and PSCSC, respectively. Among
other things, the rate case setflements included an annual base rate increase of $315 millian in North Carolin to be phasad-in primarily over a two-year period beginning January 1,
2010, and a %74 miliion annual base rate increase in South Carclina effective February 1, 2010. On July 8, 2002, the PUCO approved a $55 million annual ingrease in rates for
electric delivery service. These new fates werg effective July 13, 2009, additionally, on December 29, 2009, the KPSC approved a $13 miflion increase In annual base natural gas

; rates. Mew rates went into effect January 4, 2010,

(d) As discussed further in Note 12, during the year ended December 31, 2010, Commercial Power recorded impairment charges of $660 million, which consisted of a $500 miliion
goodwill impairment charge associated wilh the non-regulated Midwest gengrating operations and a $160 milfion charge to write-town the value of certain non-regulated Midwest
generaling assets and emission allawances primarily associated with these generation assets. During the vear ended December 31, 2009, Commercial Power recorded impairment
charges of $413 million, which consists of 4 $371 million goadwill impairment charge associated with the non-regulated Midwest generation operations and 2 $42 miiiicn charge to
write-down the value of certzin gerierating assets in the Midwest to their estimated fair vaiue.

{a) During 2010, Other recorded a $172 million expense relatad 1o the 2016 vaiuntary sevarance plan and the consclication af certain comperate dffice functions from the Micwest to
Charlotte, North Garalina (see Nate 19), This was parially affset by a $139 milion gain from the sale of a 50% ownership interest in DukelNet (sae Mot 3, and a $109 millicn gain
fram the sale of an equity method investment in, Q-Comm Corparation (Q-Commm) {see Note 13).

(f Other within Interest income and Other includes foreign currency transaction gains and lasses and additional noncontrolling interest amounts nat allocated to the reportable segments and
Other resulls.

(g) As discussed furtherin MNote 13, Duke Energy recorded its propartionate share of impairment charges recorded by Créscent of $238 million during the year ended December 31, 2008.

(h) As giscussed In Nate 4, during the vear ended December 31, 2010, USFEAG recorded & $44 miiflion charge rlated to the Edwardsport integrated gasffication combined cycle (IGCC)
plant that is currently under construction,
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Geographic Data Duke Energy Carolinas
Latin

{in millions) U.S. America® Consalidated Duke Energy Carolinas has one reportable operating segment,

2010 Franchised Clectric, which generates, transmits, distributes and sells

Consolidated revenuss $13,068 $1,204 $14,272 electricity and conducts operations through Duke Energy Carolinas,

Consolidated long-lived assets 42,754 2,733 45,487 which consists of the regulated electric utility business in central and

2009 . westem North Carolina and western South Carofina.

gggzg;g:ig {gﬁ;ﬂ:ﬁj assets ?ﬂgg 5;;2? $i§ég§f The remainder of [')ult:e.Energy Carclinas’ operatior?s is

2008 presented as Cther. While it is not considered an operating segment,

Consalidated revenues $12,022 %1,185 $13,207 Other primarily includes certaln ailocated corporate governance costs

Consolidated Jong-ived assets 37,866 2,065 35931 (see Note 130,

{8} Change in amounts of long-lived assets in Latin America s primarily due to foreign
currency translation adjustments on property, plant and equipment and other long-

lived asset balances.

Business Segment Data
Segrnent EBIT/ Capital
Consolidated  Depreciation and
Unaffiliated  Income before and Acquisition  Segment
(in millions) Revenues®™  Income Taxes  Amortization  Expenditures Assefs
Year Ended December 31, 2010
Franchised Electrict $6,424 51,930 $787 $2,280 $27,388
Total reportanle segments 6,424 1,930 787 2,280 27,388
Cthere _— (296) — - —_
Interest expense — (362} — —_ —
Interest income - 23 — — -
Total consolidated $6,424 $1,295 $787 $2,280 $27,388
Year Ended December 31, 2009
Franchised Electric $5,495 $1,545 $692 $2,236  $26,690
Total reportable segments 5,495 1,645 692 2,236 26,690
Other _ (143 — — —
Interest expensa —_ (330 — — —
Interest income — 7 . — — —
Tatal consclidated: $5,495 $1,079 $692 $2,236  $26,590
Year Ended December 31, 2008
Franchised Electric  $5,903 $1,564 $730 $2,560 $24,117
Total reportable segments 5,903 1,564 730 2,580 24,117
Cther 4 — (186) — — —
Interest expensa — (331 — — —
Interest income — 15 — — —
Total consolidated $5,903 $1,062 $730 $2,560 324,117

{a) On December 7, 2009 and January 10, 2018, the North Carolina and South Carolina rate case settlernent agreaments were approved by the NCUC and PSCSC, respectively. Among
ather things, the rate case settlaments inciudad an annug’i base rate increase of $315 millicn in North Carclina to be phased-in primarily over a two-year period beginning January 1,
2010, and a §74 million annual base rate increase in South Carolina effective Fabruary 1, 2014,

(b} There were no intersegment revenues for the years ended December 31, 2010, 2009 and 2008.

{c)  Curing 2010, Other recorded a $99 million expense refated to the 2810 valurtary sevarance plan (see Note 19).

All of Duke Energy Carclinas’ revenues are generated domestically and its long-lived assets are all in'the U.S.
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Duke Energy Ohio

Duke Energy Ohio has two reportable operating segments,
Franchised Electric and Gas and Commercial Power.

Franchised Electric and Gas generates, transmits, distributas
and sells electricity in southwestern Chio and nodhem Kentucky and
transports and sells natural gas in southwestem Ohio and northem
Kentucky. It conducts operations primarily through Duke Energy Ohio
and its wholly-cwned subsidiary Duke Energy Kentucky.

Commercial Power owns, operates and manages power plants
and engages in the wholesale marketing and procurement of electric
power, fuel and emission allowances related to these plants, as well

as other contractual positions, Commercial Power's generation asset
fleet consists of Duke Energy Ohio's regulated generation in Ohio and
five Midwestern gas-fired non-regulated generation assets. The asset
portfolio has a diversified fuel mix with base-load and mid-merit coal-
fired units as well as combined cycle and peaking natural gas-fired
units, Duke Energy Ohio's Commercial Power regorizbie operating
segment does net include the operations of DEGS or Duke Energy
Retail, which is incfuded in the Commercial Power repartable
operating segment at Duke Energy.

The remainder of Duke Enetgy Chio's operations is presented as
Other. While it is not considered an operating segment, Gther
primarily includes certain allocated govemance costs {(see Note 133

Business Segment‘Data
Segment EBIT/
Consolidated
{Loss) thcome  Depreciation
Unaffiliated Before and Capital  Sepment
{in millions) Revenues®  income Taxes  Amortization  Expenditures Assels
Year Ended December 31, 2010
Franchised Electric and Gagbi $1,623 % 137 $226 $353 % 6,258
Commercial Powerlsie 1,706 (262) 174 a3 4,821
Tota! reportable segments 3,329 (125) 400 446 11,079
Other — 93 — — 192
Eliminations and reclassifications — — — — {247)
Irterest expense — {109) —_ — —
Interest income and other — 18 —_— - —
Tatal consolidated $3,329 $(309) $400 $446 $11,024
Year Ended December 31, 2009 ’
Franchised Blectric and Gas $1,578 $ 283 $205 $294 % B0%1
Commercial Powertal 1,810 (352) 179 139 5,489
Total repartable segments 3,388 (69 384 433 11,580
Other ’ _ {54) - — 4
Elirninations and reclassifications — — — — (73)
Interest expense — (117) — — —
Interest income and other — 10 — — —
Total consolidated $3,388 $(240 $384 $433  $11,511
Year Ended December 31, 2008 .
Franchised Electric and Gas $1,778 % 291 $243 %305 % 5,857
Commercial Power 1,646 301 166 260 6,249
© Total reportable segments 3,424 592 409 565 12,106
Other — (67} — —_ 17
Eliminations and reclassifications —_ — — —_ (34}
Interest expense — (94) — — —
Interest income and ather — 27 — — —
Total consolidated $3.424 $ 458 $409 $565  $12,089

(a) As discussect in Note 12, during the year ended Decermber 31, 2010, Commercial Power recorded impairment charges of $621 rnillian, which consisted of 2 $461 million gnodwilt
impairment charge associated with the non-regulated Midwest generation operations and a $160 million charge to write-down the value of certain non-regulated Midwest generating
assets and emission allowances grimarily associated with these generation assats. During the year ended Qecember 31, 2009, Commércial Power recardad impairment charges of $769
millian, which consisted of a $727 millicn goodwill impainment charge associated with the non-regulated Midwest generation operations and 2 $42 million charge to write-down the

value of certain generating assets in te Midwest to their estimated fair value,

k1 On July 8, 2009, the PUCO approved a $55 million arnual increase in rates for electric delivery service. These new rates were effiective July 13, 2009, Additionally, an December 29
2003, the KPSC approved a $13 million increase In annual base natural gas rates. New rates went into effect January 4, 2010.

(c) In the second quarter of 2010, Franchised Electric and Gas reconded an impairnent charge of $216 miliion relatad to the Ohio Transmission and Distribution reporting unit. This
impaiment charge was nct applicable to Duke Energy as this reporting unit has a lower carmying value at Duke Energy, See Note 12 far additional information.

{d) Thera was an insignificant amount of intersegment revenues for the years ended December 31, 2010, 2009 and 2008.

{e) In 2010 Duke Energy Ohio eamed appraximately 13% of its consolidated operating revenues from PM. These revenues relate to the sale of capacity and electricity from Commercial
Power's gas-fired non-regulated géneration assets. In 2009 and 2008 no single counterparly contributed 10% or more of consclidated pperating revenue.

All of Duke Energy Ohio’s revenues are generated domestically and its long-lived assets are ail in the U.S.
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Duke Energy Indiana

Duke Energy Indiana has one repartable operating segment, Franchised Electric, which generates, transmits, distributes and sells electricity
and conducts operations through Duke Energy Indiana, which consists of the regulated electric utility business in narth central, central and
southem Indiana.

The remainder of Duke Energy Indiana’s operaticns is presented as Other. While it is not considered an operating segment, Cther pnmanly
inciudes certain allocated govemance costs {see Note 13).

Business Segment Data
Segment EBIT/
Corsolidated  Depreciation
Unaffitiated Income before and Capital Segment
{in millions} Revenues® Income Taxes  Amortizatian Expenditures Assets
Year Ended December 31, 2010
Franchised Electric $2,520 $ 650 $375 $1,255 $9,631
Total repartable segment 2,520 650 375 1,255 9,631
Other — 87 — — —
Interest expense — (135) — -— —
[nterest income and other — 13 — —_ —
Totat consolidated $2,520 $ 441 $375 51,255  $9,631
Year Ended December 31, 2009
Franchised Electric $2,353 $ 494 $403 $1,029  $8410
Tatal reportable segment . 2,353 454 403 1,029 8410
Other -— {4e) — — —
Interest expense - — (144) — — —
interest income and ather — 13 — — —
Total consolidated £2,353 $ 317 $403 $1.029 38410
Year Ended December 31, 2008
Franchised Electric $2,483 $ 558 $353 $ 774 $7818
Total reportable segment 2,483 558 353 774 7,818
Other — (49) — — —
Interest expense — (123 — — —_
Interest income and other — 22 — — —
Total consolidated $2,483 $ 408 $353 $ 774 %7818
{a) As discussed in Note 4, during the year ended December 31, 2010, Duke Energy Indiana recorded a $44 million charge related to the Edwardsport 1IGCC plant that is cumenitly under
canstruction

(£) Thers were no intersegment revenues for the years ended December 31, 2010, 2009 and 2008,

All of Duke Energy Indiana’s revenues are generated domestically and its long-lived assets are in the U.S.

3. ACQUISITIONS AND DISPOSITIONS OF Acquisition Corporation, a North Carolina corporation and Duke
BUSINESSES AND SALES OF OTHER ASSETS Energy's wholly-owned subsidiary (Merger Sub) and Progress Energy,
Inc. (Progress Energy), a North Caraling corparation. Upen the terms

Acquisitions. and subject to the conditions set forth in the Merger Agreement,

Merger Sub will merge with and into Progress Energy with Progress

The Duke Energy Registrants consclidate assets and liabilities - i
Energy continuing as the surviving corporation and a wholly-owned

from acquisitions as of the purchase dafe, and include sarmings from

acquisitions in consclidated eamings after the purchase date. subsidiary of Duke Energy.
Pursuant to the Merger Agreement, upon the closing of the
Duke Energy merger, each issued and outstanding share of Progress Energy
common stock will automatically be cancelied and converted into the
On January 8, 2011, Duke Energy entered into an Agreement right to receive 2.6125 shares of common stock of Duke Energy,
and Plan of Merger (Merger Agreement) by and among Diamond subject to appropriate adjustment for a reverse stock split of the Duke
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Energy common stock as cantemplated in the Merger Agreement and
except that any shares of Progress Energy common stock that are
owned by Progress Energy or Duke Energy, other than in a fiduciary
capacity, wilt be cancelled without any consideration therefor). Each
outstanding option to acquire, and each outstanding equity award
relating to, one share of Progress Erergy common stock will be
converted into an option to acquire, or an equity award relating to
2.6125 shares of Duke Energy Common stock, as applicable,
subiect o appropriate adjustiment for the reverse stock split. Based on
Progress Energy shares outstanding at December 31, 2010, Duke
Energy would tssue 765 million shares of common stock o convert
the Progress Energy common shares in the merger. The merger will
be accounted for under the purchase methed of accounting with
Duke Energy treated as the acquirer, for accounting purposes. Based
on the market price of Duke Energy common stock on the date Duke
Energy and Progress Energy announced the execution of the Merger
Agreement, the fransaction would be vaiued at $14 bilfion and would
result in incremental recorded goodwill to Duke Enengy in the range of
%7 to $2 hiflion, based on initial estimates. Duke Energy would also
assume $12 billion of Progress Energy debt (hased on Progress
Energy's outstanding indebiedness on that date}, The Mernger
Agreernent has been unanimausly approved by both companies’
Boards of Directors.

The merger is conditioned upon, amang other things, approval
by the sharehalders of both companies as weli as expiration or
terminaticn of any applicable waiting period under the Hart-Scott-
Rodino Antitrust improvements Act of 1276 and approval to the
extent required by the FERC, the Federal Communicaticns
Commission (FCC), the NCUC, the PSCSC, the Florida Public Service
Commission (FPSC), the IURC, the KPSC, the PUCQ, and the NRC,
Duke Energy is targeting completion of the merger by the end of
2011, however no assurances can be given as to the timing of the
satistaction of all closing conditions or that all required appravals will
be received,

The Merger Agreement contains certain termination rights for
hoth Duke Energy and Progress Energy, and further provides for the
payment of a termination fee of $400 million by Progress Energy
under specified circumstances and a termination fee of $675 million
by Duke Energy under specific circumstances.

In June 2009, Duke Energy completed the purchase of the
remaining approximate 24% noncontrolling interest in the Aguayta
Integrated Energy Project (Aguaytia), located in Peru, for $28 million.
Subsequent to this transacticn, Duke Energy owns 100% of Aguaytia.
As the camying value of the noncontrolling interest was $42 million at
the date of acquisition, Duke Enargy’s consolidated equity increased
$14 rmillion zs a result of this transaction. Cash paid for acguiring this
additional cwrership interest is inciuded in Distributions to
noncentrofling interests within Net cash provided by (used in)
financing activities on the Consolidated Staterments of Cash Flows.

In June 2002, Duke Enargy acquired North Allegheny Wind,
LLC {Morth Allegheny) in Western Pennsylvania for $124 million,
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The fair value of the net assels acquired were determined primarily
using a discounted cash flow model as the cutput of North Aflegheny
is contracted for 23 Y, years under a fixed price purchased paower
agreement. Substantially all of the fair value of the acquired net assets
has been attributed to property, plant and equipment, There was no
geodwill associated with this transaction, North Allegheny owns 70
MW of power generating assets that began commercially generating
electricity in the third quarter of 2009,

In September 2008, Duke Energy acquired Catamount Energy
Corporation (Catamount),.a leading wind power company located in
Rutland, Vermont. This acquisition included over 300 MW of power
generating assets, including 283 net MW in the Sweetwater wind
power facility in West Texas, and 20 net MW of biomass-ueled
cogeneration in New England and also inciuded 1,750 MW of wind
assets with the potential for develcpment in the U.S. and United
Kingdom. This transaction resulted in a purchase price of $245
milfion plus the assumption of $80 million of debt. The purchase
accounting entries consisted of $130 million of equity method
investments, $117 million of intangible assets related to wind
development rights, $69 million of goodwill, none of which is.
deductible for tax purposes, and $80 million of debt. See
"dispositions” below for 2 discussion of the subsequent sale of two
projects acquired as part of the Catarmount transaction.

Duke Energy Carolinas

On September 30, 2C08, Duke Energy Carotinas completed the
purchase of a portion of Saluda River Electric Cooperative, Inc.’s
(Saluda) ownrership interest in the Catawba Nuclear Station. Linder
ihe terms of the agreement, Duke Energy Carolinas paid $150
millien for the additional ownership interest in the Catawba Muciear
Station. Following the closing of the transaction, Duke Energy
Carolinas owns 19.25% of the Catawba Nuclear Station. No goodwilt
was recorded as a result of this transaction. See Note 4 for discussion
of the NCUC and PSCSC approval of Duke Energy Carolinas’ petition
requssting an accounting order to defer incremental costs incurred
from the purchase of this additional ownership interest.

The pro forma results of cperaticns for Duke Energy and Duke
Energy Carolinas as if those acquisitions discussed above which
closed pricr to December 31, 2010 occurred as of the beginning of
the periods presented da not materiaily differ from reported resuits.

Dispositions.

In December 2010, Duke Energy compileted the previously
announced agreement with investmeant funds managed hy Alinda to
sell a 50% ownership interest in DukeMNet. As a result of the
disposition transaction, DukeNet and Alinda became equal 50%
owners in the new Joint venture. Duke Energy received $137 miltion
in cash. The DukeNet disposition transaction resuited in a pre-tax

gain of $139 miliion, which was recorded in Gains on Sales of Othry
Assets and Other, net in the Consolidated Staterments of Operations.
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The pre-tax gain reflects the gain on the disposition of Duke Energy’s
50% interest in DukeNet, as wel as the gain restiiting from the
re-measuremnent to fair value of Duke Energy's retained
non-controlling interest. Effective with the closing of the DukeNet
disposition transaction, on December 20, 2010, DukeNet is no
longer consolidated inte Duke Energy’s censelidated financial
staterments and is now accounted for by Duke Energy as an equity
method investment.

In the first quarter f 2009, Duke Energy completed the sale of
two United Kingdom wind projects acquired in the Catamount
acquisition. Mo gain or loss was recognized on these transactions.

Sales of Other Assets.

For the year ended December 31, 2010, the sale of other assets
at Duke Energy resulted in $160 million in proceeds and net pre-tax
gains of $153 million, which are recorded in Gains on Sales of Cther
Assets and Other, net, in the Consolidated Statements of Operations.
These gains primarily relate to the DukeNet gain as discussed above
and sales of emission allowances by USFE&G and Commercial
Power. ’

For the years ended Decemnber 31, 2009 and 2008, the sale of
other assets at Duke Energy resulted in $63 million and $87 million,
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respectively in proceeds and net pre-tax gains of $36 million and
$69 miliion, respectively, which are recorded in Gains on Sales of
Other Assets and Other, net, in the Consolidated Staternents of
Qperaticns. These gains primarily relate to sales of emissicn
allowances by USFE&G and Commercial Power,

The sale of emission allowances and other assets at Duke
Energy Carolinas resulted in proceeds of $8 million, $24 million and
$3 million, for the years ended December 31, 2010, 200% and
2008, respectively. Net pre-tax gains of $7 million, $24 million and
%3 million were recorded for the years ended December 31, 2010,
2009 and 2008, tespectively. These amounts are recorded in Gains
on Sales of Other Assets and Other, net in the Consolidated
Statements of Operations.

The sale of other assets at Duke Energy Ohio resulted in $13
millior, $37 million and $77 million in proceeds for the years ended
December 31, 2010, 2009 and 2008, respectively. Net pre-tax
gains of $3 millicn, $12 million and $5% million were recorded for
the years ended December 31, 2010, 2009 and 2008, raspectively.
These amaunts are recorded in Gaing on Sales of Other Assets and
Other, net in the Consolidated Staterments of Cperations. Pre-tax
gains relate to Commercial Power's sales of emission allowances,
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4, REGULATORY MATTERS

Regulatory Assets and Liabilities.

The substantial majority of USFERG's operations and certain partions of Cormmercial Power's aperaticns apply regulatory acoounting
treatrment. Accordingly, these businesses record assets and liabilities that result from the regulated ratemaking process that would not be
recorded under GAAP for non-regulated entities. See Mote 1 for further information.

Duke Energy Registrants’ Regulatory Assets and Liabiiities:

As of December 31, 2010

Duke Duke Energy Duke Energy Duke Energy - Recovery/Refund

{in milions) Energy Carolinas Chic indiana Period Ends™
Regulatory Assets@
Net regulatory asset related to income taxes® $ 780 $ 601 $ 78 $101 o)
Accrued pension and post retirement(® 1,616 &80 211 316 &
ARC costs and NDTF assetsih 133 133 — —_ 2043
Regulatory transition charges (RTCH 3 — 3 — 2011
Gasification services agreement buyout costs@ 129 — — 129 2018
Deferrad debt expense® 1338 108 9 21 2040
Vacation accrual® ' - 146 67 8 13 2011
Post-in-service camying costs and deferred operating expensefcid 92 — 11 81 )
Under-recovery of fuel costs®e 52 20 13 19 2011
Hedge costs and other deferraisthi & — 6 - 0]
Storm cost defarratsid 33 — 21 12 B
Allen Steam Station/Saluda River deferralsthio) 39 39 — . — 2015
Qver-distribution of Buik Power Marketing sharingt® 35 35 — — 2011
Manufactured gas plant environmental resenvei? 60 — 60 — o]
Srmart Grid® 28 - 23 — &
Othertm 100 29 12 59 (&
Total Regulatary Assets $3,390 $1,712 $460 $751
Reguiatory Liabilities®!
Removal costsi=k ' $2,465  $1,684 $220 $565 w
Nuclear property and liability reserves® 141 i41 — — 2043
Dermand-side management costsik 95 20 5 — 1
Accrued pension and other post-retirement benefits® 88 — 20 58 ®
Gas purchase costs? 25 - 25 — 2011
Qver-recovery of fuel costsimid 155 152 3 - 2011
Commodity contract termination setlementt® 28 —_ - 28 2014
injuries ant damages reservelik 38 kH -_ —_ i
Hedge costs and other deferralstcii 75 &0 1 — 2042
Qthar® 45 22 21 2 w
Total Regulatoty Lishifities ‘ 3,155 $2,187 %295 $653
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As of December 31, 2009

Duke DukeEnergy  Duke Enmergy  Duke Energy Recovery/Refund
{in millions) Energy Carolinas Chio Indiana Perfod Ends®
Regulatory Assets@
Net regulatory asset related to income taxestc! $ B57 $ 471 $ 83 5 4 ol
Accrued pension and post retirement'd 1,295 - . 218 332 o
ARO costs and NDTF assetsd 201 g01 — — 2043
Regulatery transition charges'® 73 — 73 — 2011
Gasification services agreement buyout costsid 145 — — 145 2018
Deferred debt expense® 151 118 9 Co24 2040
Vacation accruai 142 69 8 13 2011
Post-in-service carrying costs and deferred operating expenseieid 85 — G 86 @
Under-recovery of fuel costsfe 182 93 89 — 2011
Hedlge casts and other deferraisth 81 — 81 — (b
Storm cost deferralst 38 — 38 - o
Alien Steam StatiorySaluda River deferralsiin B3 | 63 — — 2015
Quer-distribution of Bulk Power Marketing sharing® 30 30 — — 2011
Manufactured gas plant environmental reserve®® 21 — 21 — o
Smart Grig 8 — 8 — 0
Ctherth 104 26 16 62 o

Total Regulatory Assets $3,886 $1,771 $653 $666
Regulatory Liabilities!
Removal coststcik $2,277 $1,552 $200 $530 ' ta)
Nuclear property and liability raserves® 188 188 — — 2043
Demand-side management costs®® 156 140 8 — )
Accrued pension and other post-retirement benefits® Sl — 27 64 it
Gas purchase costs® 29 — 29 - 2011
Over-recovery of fusl coststmia 218 173 7 38 2011
Commaodity contract termination settlementt? 30 — — 30 2014
Injuries and damages reserve® 49 49 - — o
Hedge costs and other defarraisi-ti 17 — — — 2042
Othert : : 53 31 16 14 =
Total Regulatory Liabilities $3,108 $2,133 $287 $676

(&)
(b}
(o)
@
(e}

All regulatory assets and liabilitiss are excluded from rate base unless otherwise noted.
RecovenyRefund period varies for these itermns with seme currently unknown.

Included in rate hase.

included in Cther within Regulatary Assets and Deferred Debits an the Consolidated Balance Sheets,
Included in Cther within Current Assets on the Consolidated Balance Sheets,

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

g} Approxdimately $13 million and $88 million at December 31, 2010 and 2009, respectively, relates to under collections of Sommercial Power's ESP load fuel costs.

th) Included in Other within Curmant Assets and Other within Regulatory Assets and Defarred Debits on the Consolidatesd Balance Shests.

1 Inciuded in Other within Defamed Credits and Other Liabititiss on the Consolidated Balance Sheats.

i} Duke Energy is raquired to pay interest on the outstanding balance.

k) Included in Other within Cument Liatilities and Other within Deferred Credits and Cther Liabilities on the Gonsolidater Balance Sheets.

{I}  Included in Accounts Payabie on the Consolidated Balance Shests.

{m} Included in Accounts Payable and Cther within Deferred Cradits and Other Liabilities on the Consolidated Balance Sheets.

{n) North Carcling has approved eaming a return an the outstanding balance. Sauth Carclina will not eam a return during the refund period.

{0} Recovery is over the life of the associated asset.

P Incurred costs were deferred and are being recovered in rates. Duke Energy Carolinas is currently over-recovered for these costs in the South Carolina jurisdiction. Expected refund period
is three years but is dependent on volume of sales.

(@} Liability s extinguished over the lives of the associated assels.

(N Approximately zera and $75 million of the balance at December 31, 2010 and 2009, respectively, relates to mark-to-market deferrals associated with open ESP Ioad hedge positions at
Commarcial Power,

(s} Represents the latest recovery period across all jurisdictions in which the Duke Energy Ragistrants operate. Reguiatory asset and liability balances may be collected or refunded sooner
than the indicated date in certain jurisdictions.
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Restrictions on the Ability of Certain Subsidiaries to Make
Dividends, Advances and Leans to Duke Enargy.

As a condition fo the Duke Energy and Cinergy imetger approval,
the PUCQ, the KPSC, the PSCSC, the (URC and the NCUC imposed
conditions {the Merger Conditions) on the ability of Duke Energy
Carolinas, Duke Energy Ohio, Duke Enargy Kentucky and Duke
Energy Indiana to transfer funds to Duke Energy through loans or
advances, as well as restricted amounts available to pay dividends to
Duke Energy. Duke Energy's public utility subsidiaries may not
transfer funds to the parent through intercompany loans or advances;
however, certain subsidiaries may transfer funds to the parent by
ohtaining approval of the respective state regulatory commissions.
Additionally, the Merger Conditions impaosed the following restrictions
on the ability of the public utility subsidiaries to pay cash dividends:

Duke Energy Carolinas. Under the Merger Conditions, Duke
Energy Carolinas must limit cumulative distributions to Duke Energy
subsequent to the merger to (i) the amount of retained eamings on
the day priar to the closing of the merger, plus (i) any future earnings
recorded by Duke Energy Carolinas subsequent to the merger. At
December 31, 2010, Duke Energy Carolinas had restricted net
assets of approximately $3.6 billion that cannat be transferred to
Duke Energy via dividend or loan hased on the aforementioned
merger conditions.

Duke Energy Chio. Under the Merger Conditions, Duke Energy
Ohio will nat declare and pay dividends out of capital or uneamed
surplus without the prior authorization of the PUCO, in September
20089, the PUCD approved Duke Energy Ohio's request to pay
dividends cut of pald-in capital up to the amount of the pre-merger
retained eamings and to maintain a minimum of 30% equity in is
capital structure. Under the Merger Conditions, Duke Energy
Kentucky is required to pay dividends solely out of retained eamings
and to maintain a minimum of 35% equity in its capital structure. At
Decernber 31, 2010, Duke Energy Ohio had restricted net assets of
approximately $4.8 billion that may not be transferred to Duke
Energy without appropriate approval based on the aforementioned
Merger Conditions.

Duke Energy Indiana. Under the Merger Conditions, Duke
Energy Indizna shall limit cumulative distributions paid subseguent to
the Duke Energy-Cinergy merger to {i) the amount of retained
earings on the day prior to the closing of the merger plus (i) any
future earnings recorded by Duke Energy indiana subsequent to the
merger. In addition, Cuke Energy Indiana will not declare and pay
dividends out of capital or uneamed surplus withaut prior
authorization of the IURC. At December 31, 2010, Duke Energy
Indiana had restricted net assets of approximately $1.3 billion that
may net be ransterred to Duke Energy without appropriaie approval
based on the aforementioned Merger Conditions.

Additionally, certain other subsidiaries of Duke Energy have
restrictions on their ability to dividend, loan or advance funds to Duke
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Energy due to specific legal or regUlatary restrictions, including, but
not limited ta, minimum waorking capital and tangible net warth
requirements.

At December 31, 2010, Duke Energy’s consolidated
subsidiaries had restricted net assets of approximately $9.8 biflion
that may not be transferred to Duke Energy without appropriate
approval based on the aforementioned merger conditions,

Rate Related [nformation.

The NCUC, PSCSC, IURC and KPSC approve rates for retail
electric and gas services within their states. The PUCO approves rates
for retail gas and electric service within Chio, except that
non-regulated seflers of gas and electric generation also are aliowed o
operate in Ohio. The FERC approves rates for electric sales to
wholesale customers served under cost-based rates, as well as sales
of transmission service.

Duke Energy Carolinas 2009 North Carolina Rate Case.

Qn June 2, 2002, Buke Energy Carolinas fled an Application
for Adjustment of Rates and Charges Appi‘icable fo Electric Service in
Narth Carolina to increase its base rates, The Application was based
upon a historical test year consisting of the 12 months ended
Decemnber 31, 2008. On October 20, 2009, Duke Energy Carolinas
entered into a settlement agreament with the North Carolina Public
Staff, Two organizations reprasenting industria! clistomers joined the
settlement on October 22, 2009, The terms of the agreement include
a base rate increase of $315 million (or approximately 8% ) phased |
in primarily over a two-year period beginning January 1, 2010C. In
order 10 mitigate the impact of the intrease on customers, fne
agreement provides for (i? a one-year delay in the collection of
financing costs related to the Cliffside modernization project until
January 1, 2011, and (i) the accelerated retum of certain regulatory
liatilities to custorners which lower the total impact to customer bills
10 an increase of approximately 7% in the near-term. The proposed
settlement included a 1C.7% return on equity and a capital structure
of 52.5% equity and 47.5% long-term debt. Additionally, Duke
Energy Carglinas agreed not to file anather rate case befare 2011
with any changes 1o rates taking effect no sooner than 2012. The
NCUC approved the settlement agreement in full by order dated
December 7, 2009, The new rates were effective on January 1,
2010.

Duke Energy Carglinas 2009 South Carglina Rate Case.

On July 27, 2009, Duke Energy Carolinas filed its Application
for Authority 1o Increase and Adjust Rates and Charges for an
increase in rates and charges in South Carolina inciuding approval of
a charge to customer bills to pay for Duke Energy Carclinas’ new
energy efficiency effarts, Parties to the proceeding include the Sauth
Carolina Office of Regulatory Staff (ORS), the South Carolina Energy
Users Committee (SCEUC), and the South Carclina Green Party.
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Duke Energy Carolinas, CRS, and SCEUC filed a setflement
agreemant on November 24, 2009, recommending, {i) a $74
mifiicn increase in base rates, i} an allowed return on equity of 11%
with rates sef at a return on equity of 10.7% and capital structurs of
53% equity, and {iii} variaus riders, including one that provides for
the retum of Demand Side Management charges previously collected
from customers over three years, and ancther that provides for a
storm reserve provision allowing Duke Energy Carolinas to collect $5
million annually (up to a maximum funding level of $50 miliion
accumulating in reserves} to he used against farge storm costs i any
particutar period. On January 20, 2010, the PSCSC approved the
seftlernent agreement in full, including the cost recovery mechanism
for the energy efficiency effort. The new rates were effective

February 1, 2010.

Duke Energy Ohio Electric Rate Filings.

Ohio legislation (3B 221} codifies the PUCO's authority to
approve an electric utility’s generation Standard Service Offer (S50). A
550 may inciude an ESP, which would ailow for pricing structures
similar to those under the historic RSP, or a MRO, in which pricing is
determined through a competitive bidding process. SB 221 provides
for the PUCQ to approve non-bypassahle charges for new generation,
including censtruction work-in-process from the putset of
censtruction, as part of an ESP. The new law grants the PUCO
discretion to approve single issug rate adjustments to distribution and
transmission rates and establishes new alternative energy resources
(including renewable energy) portfolio standards, such that a utility's
portfolio must consist of at least 25% of these resources by 2025. 3B
221 also provides a separate requirement for energy efficiency, which
must reduce a utility's load by 22% before 2025, A utility's earnings
under the ESP are subject fo an annual eamings test and the PUCO
must order & refund if it finds that the utility’s eamings significantly
exceed the eamings of benchmark companies with similar business
and financia! risks. The eamings test acts as a cap o the ESP price.
SB 221 also limits the ability of a utility to ransfer its designated
generating assets to an exempt wholesale generator (EWG) absent
PUCQO appraval. On July 31, 2008, Duke Energy Ohio filed an ESP
ta be effective January 1, 2009. On December 17, 2008, the PUCO
issued its finding and order adupting a modified Stipulation with
respect to Duke Energy Ohic's ESP filing. The PUCO agreed to Duke
Energy Chic's request for a riet increase in biase generation revenues,
before impacts of custarmer switching, of $36 million, $74 million
and $98 million in 20092, 2010 and 2011, respectively, including
the termination of the residential and non-residential RTC, the
recovery of expenditures incurred to deploy the SmartGrid
infrastructure and the implemeantation of save-a-watt, The Stipulation
also zllowed Duke Energy Ohio 4o defer up to $50 miliion of certain
operation and maintenance costs incurred at the W.C. Beckjord
generating station for its continued operation and to amortize those
costs over the three-year ESP period. The PUCO modified the
Stipulation fo permit certain nan-residential customers to opt out of
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utility-sponsared energy efficiency initiatives and to allow residential
governmental aggregation customers who leave Duke Energy Ohio's
system 10 avoid some charges.

As discussed further below and in Note 1, as a result of the
approval of the ESP, effective December 17, 2008, Commercial
Power reapplied regulatory accounting fo ceriain portions of its
aperations.

Duke Energy Ohio Standard Service Offer ($50).

On November 15, 2010, Duke Energy Chio filed for approval of
its next SSO fo replace the existing ESP that expires on Decernber 31,
201 1. The filing seeks approval of a MRQ through which generation
supply will ultimately be procured through a compstitive solicitation
format, A technical conference was held November 22, 2010, and
the hearing commenced on January 11, 2011. On February 23,
2011, the PUCO stated that Cuke Energy Ohio did not file an
application for a five-year MRO as required under Ohio statute. As a
result, the PUCO ordered that the case cannot proceed as filed. Duke
Energy Ohio is evaluating its options and plans to file a revised S30
in early second quarter of 2011.

Duke Energy Indiana Energy Efficiency.

On June 17, 2010, Duke Energy Indiana withdrew its request
to implement the save-a-watt enetgy efficiency mode! approved by
the IURC on February 10, 2010. On September 28, 2010, Duke
Energy indiana filed a petition for new energy efficiency pragrams o
enable meeting the IURC's energy efficiency mandates. Testimony in
support of the petition was filed in early Novernber 2010, and an
evidentlary hearing is scheduled fo bagin March 9, 2011,

Duke Energy Indiana Storm Cost Deferrals.

On July 22, 2009, Duke Energy Indiana filed a request with the
[URC to defer storm costs associateg with a January 27, 2009 ice
storm, which caused $14 million of damage primarily to its
distribution system. Duke Frergy Indiana has requested to defer the
retail jurisdictional portion of the ingremental storm costs, which
would otherwise be charged as operating expense, until Duke Erergy
Indiana’s next general rate preceeding, The costs at issue were
charged to operating expense pending an IURC order in this
proceeding. Duke Energy Indiana filed its case-in-chief testimony on
August 27, 2009, and an avidentiary hearing was held on
MNovember 12, 2009, On July 14, 2010, the ILIRC approved the
request to defer $12 million of retail jurisdictional storm expense unti}
the next retail rate proceeding. On August 12, 2010, the Indiana
Office of Utllity Consumer Caunselor (QUCC) filed a notice of appeal
with the IURC. The costs were deferred and operating expenses
reduced in the third quarter of 2010. On Decamber 7, 2010, the
IURC issued an order reopening this proceeding for review in
consideration of the evidence presented as a result of an interal
audit performed gs part of an {URC investigation discussed further
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below. The {URC noted that this was the only proceeding during
2010 in which an appeal to the Court of Appeals was pursued, The
audit did not find that the order conflicted with the staff report;
however, it did note that the staff report offered no specific
recomrmendation 1o efther approve or dery the requested relief, and
that the original order was appealed.

Duke Energy Ohio Storm Cost Recovery.

On Decemmber 11, 2009, Duke Energy Chio filed an application
with the PUCO to recaver Hurricane 1ke storm restoration casts of
£31 million through a discrete vider. The PUCQ granted the reguest
to defer the costs associated with the storm recovery; however, they
further orderad Duke Energy Chio 1o file a separate action pursuant to
which the actual amount of recovery weuld be determined. A hearing
was held in May 2010, and on January 11, 2011, the PUCO
approved recovery of $14 million pius carrying costs which will be
spread over a three-year period. In December 2010, Duke Energy
Ohic recorded a $17 million disallowance of costs previously
deferred. This charge is recorded in Operations, maintenance and
other on Duke Energy Ohio's and Duke Energy's Consolidated
Staternents of Operations. Duke Energy Ohio filed an application for
rehearing on February 10, 2011, as did the consumer advocate, the
office of the Ohio Consumer's Councit. An order on the applications
for rehearing is expected by March 12, 2011.

Duke Energy Carolinas Broad River Energy Center.

On August 25, 2007, Duke Energy Carolinas experienced a
disturbance on its bulk electric system which initiated at the Broad
River Energy Center, a generating station owned and operated by &
third party, The disturbance resulted in the tripping of six Duke
Energy Carplinas generating units and the temporary opening of five
230 kiiovott (kV) transmission lines. The event resufted in no loss of
toad. In September 2008 the FERC initiated a preliminary,
non-public investigation to determine if there were any potential
violations by Duke Energy Caralinas of the North American Electric
Reliatility Councii Reliability Standards. This investigation was
coordinated with an ongeing Compliance Viclation Investigation
conducted by SERC Reliatility Corporation. On March 5, 2009,
FERC presented its preliminary findings about the event to Duke
Energy Carolinas and solicited Duke Energy Carclinas' responsive
views about the event and the findings. On March 27, 2009, Duke
Energy Carolinas conveyed its responsive views to FERC Staff. This
investigation could resuit in penalties being assessed.

Capital Expansion Projects.

QOverview,

U.8. Franchised Electric and Gas is engaged in planning efforts
to meet projected load growth in its service territories. Capacity
additions may include new nuclear, IGCC, coal facilities or gas-fired
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generation units. Because of the long lead times required o develop
such assets, U.S. Franchised Electric and Gas is taking steps now to
ansure these options are available.

Duke Energy Carolinas William States Lee I{f Nucleay Station.

in Cecember 2007, Duke Energy Caroiinas filed an application
with the NRC, which has been dockated for raview, for a combined
Construction and Operating License (COL) for two Westinghouse
AP1000 (advanced passive} reactors for the proposed Wiilliam States
Lee |1l Nuclear Station at a site in Cherokee County, South Carniina.
Each reactor is capable of producing 1,117 MW, Submiting the COL
application dees not commit Duke Energy Caralinas to build nuclzar
units. Duke Energy Carolinas had previously received approval to
incur project development costs associated with William States Lee it
Nuclear Station from both the NCUC and the PSCEC. Through
several separate orders, the NCUC and PSCSC have deemed Duke
Energy's decision fo ihcur project development and pre-construction
costs for the project as reasonable and prudent through
December 31, 2002 and up to an aggregale masirmum amount of
$230 million. On November 15, 2010 and January 7, 2011, Duke
Energy Carolinas fiied amended project development applications
with the NCUC and PSCSC, respectively, These applications request
approval of Duke Energy Carolinas’ decision to continue to incur
project devefopment and pre-construction costs for the project
through December 31, 2013 and up to $459 miliion.

The NRC review of the COL application continues and the
estimated receipt of the COL is in mid 2013. Duke Energy Carolinas
filed with the DOE for a federal loan guarantee, which has the
potential to significantly lowar financing costs associated with the
proposed William States Lee [Il Nuclear Station; however, it was not
armong the four projects selected by the DOE for the final phase of
due diligence for the federal loan guarantee program. The project
could be selected in the future if the program funding s expanded or
if any of the current finalists drop out of the program.,

Duke Energy Caroiinas is seeking partners for the William States
Lee Il Nuclear Station by issuing options to purchase an ownership
interest in the plant.

Duke Energy Carolinas Cliffside Unit 6.

On June 2, 2006, Duke Energy Carolinas filed an application
with the NCUC for a Certificate of Public Corvenience and Necessity
(CPCN} to construct two 800 MW state of the art coal generation
units at its existing Cliffside Steam Station in North Carolina. On
March 21, 2007, the NCUC issued an order allowing Duke Energy
Carolines to build one 800 MW unit, Following final equinment
selection and the completion of detailed engineering, Cliffside Unit &
is expected to have a net eutput of 825 MW. On February 27, 2009,
Duke Energy Caralinas filed an updated cost estimate of $1.8 billion
{exchoding up to $0.6 hiltion of AFLIDC) for the approved new
Cliffside Unit 6. in March 2010, Duke Energy Carotinas filed an
updated cost estimate with the NCUC where it reduced the estimated
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AFUDC financing costs fram $600 million to $400 million as a result
of the December 2009 rate case setflement with the NCUC that
allowed the inclusion of construction work in progress in rate base
prospectively. Duke Energy Carolinas believes that the overall cost of
Cliffside Unit & will be reducad by $125 million in federal advanced
clean coal tax credits, as discussed further below.

On January 29, 2008, the North Carolina Department of
Environment and Natural Resources (DENR) issued a final air permit
far the rew Cliffside Unit 6. In March 2008, four contested case
petitions, which have since heen consolidated, were filed appealing
the final air permit, Cn May 12, 2009, the Adrministrative Law Judge
issued rulings favorable to DENR and Duke Energy, dismissing
several of petitioners' claims and granting summary judgment against
petitioners on cther claims, resulting in the dismissal of two petitions
and leaving two for hearing. See Note & for a discussion of a lawsuit
filed by the Southem Alliance for Clean Energy, Environmental
Defense Fund, MNational Parks Conservation Association, Natural
Resources Defenses Council, ana Sierra Club (collectively referred to
as Citizen Groups) related to the construction of Cliffside Unit 6.

On Qctober 14, 2008, Duke Enzrgy Carolinas submitted revised
hazardous air poliutant (MHAPs) emissions determination
documentation including revised emission source information to the
Division of Air Quality (DAQ) indicating that na maximum achievable
contral technology (MACT) or MACT-like requirements apply since
Cliffside Unit 6 has been demonstrated to be a minor source of
HAPs. After issuing a draft permit and holding public hearings on that
draft permit in January 2009, the DAQ issued the revised permit on
March 13, 2009, finding that Cliffside Unit 6 is a minor source of
HAPs and imposing operating conditions to assure that emissions
stay below the major source threshold, In May 2009, four contested
case petitions were filed appealing the March 13, 2009 final air
permit. These four cases have been consolidated with each other and
with the four consolidated cases filed in 2008, resulting in the
dismissal of two of the four cases. The adrninistrative law judge heard
oral arguments on motions for summary judgment in July 2010. The
administrative law judge issued a ruling for surnmary judgment on
December 8, 2010, The rufing reduced the number of issues
remaining for hearing. A hearing date has not yet been scheduled but
is expected to occur by the third quarter of 2011. Construction of
Cliffside Unit 6 is ongoing and is currently anticipated to be
completed and in-service in 2012,

Duke Energy Carolinas Dan River and Buck Cambined Cycle
Facilities.

In Jure 2008, the NCUC issued Its order approving the CPCN
applications to construct a 620 MW combined cycle natural gas fired
generating facility at each of Duke Energy Carolinas’ existing Dan
River Steam Station and Buck Steam Station. The DAQ issued a final
air permit autharizing construction of the Buck and Dan River
combined cycle natural gas-fired generating units in October 2008
and August 2009, respectively.
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On Navember 5, 2008, Duke Energy Carlinas notified the
NCUC that since the issuance of the CPCN order, recent economic
factars have caused increased uncertainty with regard to forecasted
load and near-term capital expenditures, resulting in @ madification of
the construction schedule. On Septermber 1, 2009, Duke Energy
Carofinas filed with the NCUC further information clarifying the
construction schedule for the two projects. Under the revised
schedule, the Buck project is expected to begin operation in
combired cycle mode by the end of 201 1, but without a phased-in
simple cycle commercial operation. The Dan River project is expected
to begin operation in combined cycle mode by the end of 2012, also
without a phased-in simple cycle commercial operation. On
December 21, 2009, Duke Energy Carolinas entered into a First
Amended and Restated engineering, construction and commissioning
services agreement with Shaw North Carclina, Inc. for $322 million
for the Buck project which reflects the revised schedule. On
December 1, 2010, Duke Energy Carclinas entered into a First
Amended and Restated engineering, construction and commissioning
services agreement with Shaw North Carolina, Inc. for $307 million
for the Dan River project with reflects the revised schedule. Based on
the most updated cost estimates, total costs (including AFUDC} for
the Buck and Dan River projects are $700 miilion and $710 million,
respectively.

Duke Energy indiana Edwardsport Integrated Gasification
Combined Cycle (IGCC) Plant.

On September 7, 2006, Duke Energy Indiana and Southemn
Indiana Gas and Electric Company d/b/a Vectren Energy Delivery of
Indiana (Vectren) filed a joint petition with the IURC seeking a CPCN
far the construction of a 618 MW IGCC power plant at Duke Energy
Indiana's Edwardsport Generating Station in Knox County, Indiana.
The facility was initialty estimated to cost $2 billion (including $120
miliicn of AFUDC). In August 2007, Vectren formaliy withdrew its
participation in the IGCC plant and a hearing was conducted on the
CPCN petition based on Duke Energy Indiana owning 100% of the
project. On Novernber 20, 2007, the (URC issued an order granting
Duke Energy Indiana a CPCN for the proposed IGCC project,
approved the cost estirmate of $1.985 bitlion and approved the timely
recovery of costs related to the project. GOn January 25, 2008, Duke
Energy Indiana received the final air permit from the Indiana
Department of Environmental Management. The Citizens Action
Caalition cf Indiana, Inc. (CAC), Sierra Club, Inc., Save the Valley,
Inc., and Valley Watch, Inc., ali intervenors in the CPCN proceeding,
have appealed the air pemmit. On May 1, 2008, Duke Energy Indiana
filed its first semi-annual IGCC rider and ongoing review proceeding
with the IURC as reguired under the CRCN order issued by the IURC,
In its filing, Duke Energy Indiana requested approval of a new cost
estimate for the IGCC project of $2,35 billion (including $125 million
of AFUDC} and for approval of plans to study carbon capture as
required by the TURC's CPCN oarder, On January 7, 2009, the IURC
approved Duke Energy Indiana’s request, including the new cost
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estimate of $2.35 billion, and cost recovery associated with a study
on carban capture. Duke Energy Indiana was required fo fite its plans
for studying carbon storage reiated to the project within 60 days of
the order. On November 3, 2008 and May 1, 2009, Duke Energy
indiana filed its second and third semi-annual IGEC riders,
respectively, both of which were approved by the IURC in full,

On Novernber 24, 2009, Duke Energy Indiana filed a petition
for its fourtn semi-annual 1GCC rider and ongoing review proceeding
with the IURC, As Duke Energy Indiana experienced design
modifications and scope growth above what was anticipated from the
prefiminary engineering design, capital costs to the 1GCC project were
anticipaied fo increase. Duke Energy Indiana forecasted that the
additional capital cost itemns would use the remaining contingsncy
and escalation amounts in the current $2.35 Lillion cost estimate
and add $150 million, or about 6.4% to the total IGCC project cost
estimate, excluding the impact associated with the need to add more
contingancy. Duke Energy Indiana did not request approval of an
increased cost estimate in the fourth semi-annual update rocesding;
rather, Duke Energy Indiana requasted, and the IURC approved, a
subdacket proceeding in which Duke Energy Indiana would present
additional evidence regarding an updated estimated cost for the IGCC
project and in which a more comprehensive review of the IGCC
project couid occur. The evidentiary hearing for the fourth semi-
annua! update proceeding was held April 6, 201G, and an interim
order was received on July 28, 2010. The order approves the
implementation of an updated IGCC rider to recover ¢osts incurred
through September 30, 2009, effective immediately. The approvals
are on an interim basis pending the outcome of the sub docket
proceading involving the revised cost estimate as discussed further
below.

Duke Energy Indiana filed a new cost estimate for the IGCC
project reflecting an estimated cost increase of $530 million on
April 16, 2010, with its case-in-chief testimony in the subdocket
proceeding. Duke Energy Indiana is requesting approval of the new
cost estimata of $2.88 billicn, including AFUDC, and for continuation
of the existing cost recovery treatment, A major driver of the cost
increase includes design changes reflected in the final engineering
ieading to increased scope and complexity. On September 17, 2010
an agreement was reached with the OUCT, Duke Energy Indiana
Industrial Group and Nucor Steel — Indiana ta increase the zuthorized
cost estimate of $2.35 billion to $2.76 billion, and 1o cap the
project’s costs that coulid be passed on to customers at $2.975
pillien. Any construction cost amaunts akove $2.76 billicn will be
subject to a prudence review simiiar to most other rate base
investments in Duke Energy Indiana’s next general rate increase
request before the IURC. Duke Energy Indiana agreed fo accept a
150 basis point reduction in the equity return for any project
canstruction costs greater than $2.35 billion. Additionaily, Duke
Energy Indiana agreed not 1o file for a general rate case increase
before March 2012. Duke Energy Indiana also agreed o reduce
depreciation rates eanier than would ctherwise be required and 1o
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forego a deferred tax incentive reiated to the IGCC project. As a result
of the settlement, Duke Energy Indiana recorded a pre-tax charge to
earnings of $44 million in the third guarter of 2010 to reflect the
impact of the reduction in the retum on equity. The charge is
recorded in Goodwill and other impairment charges on Duke Energy's
Consoiidated Statement of Operations. This charge is recorded in
Impairmeant charges on Duke Energy Indiana's Consolidated
Staternents of Operations. Due 1o the WWRC investigation discussed
below, the IURC convened a technical conference on Novermber 3,
2010 related to the continuing need for the Edwardsport 1GCC
facility,

On December 9, 2010, the parties to the setiiernent withdrew
the settlement agreement to provide an opportunity to assess whether
and to what extent the settiement agreement remained a reasonable
allocation of risks and rewards and whether modifications fo the
settlement agreernent were appropriate. The IURC granted the
motion and scheduled a new evidentiary hearing to begin March 17,
2011, Management determined that the $44 million charge
discussed above was not impacted by the withdrawal of the
settlement agreemeant. .

Additionally, the CAC, Siera Club, nc., Save the Vallsy, Ihe.,
and Valley Watch, Inc. filed maotions for fwe subdocket proceedings
alleging impraper circumstances, undue influence, frawd,
concealment and gross mismanagement, and a reguest for field
hearing in this proceeding. Duke Energy Indiana opposed the
requests. The [URC has not yet ruled on the request to open
additional subdockets. The IURC has set twe field hearings for
Fetruary 28, 2011 and March 2, 2011, which will provide an
epgortunity for the public to comment on the proceeding, The final
cust for the project could be greater than the current estimate of
$2.88 hillion based on currert run rates involving labor productivity
at the site and higher AFUDC resulting from delays in the sifective
date of CWIP rider updates. Pending a full review of these factors and
Duke Energy's ability to mitigate the upward cost pressures, Duke
Energy has not revised the $2.88 biflion cost estimate. Duke Energy
is Unable to predict the ulimate outcome of these proceedings. In the
event the IURC disallows a portion of the plant costs, additional
charges fo expense could occur.

During 2010, Duke Energy Indiana filed petitions for its fifth and
sixth semi-annual IGCC ricers. In February 2011, Duke Energy
Indiana filed a mation with the IURC proposing an updated
procedural schedule to address the issues described above. The
proposed schedule would allow for evidentiary hearings 1o take place
inJune 2011

Construction of the Edwardsport IGCC plant is ongoing and is
currently expected to be completed and placed in-service in 2012.

Duke Energy Indiana Carbon Sequestration.

Duke Energy Indiana filed a petition with the IURC requesting
aporaval of its nlans for studying carbon storage, sequestation andfar
enhanced oil recovery for the carbon dioxide (50,) from the
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Edwardsport IGCC facility on March 8, 2009. On July 7, 2008,
Duke Energy Indiana filed its case-in-chief testimony requesting
approval for cost recovery of a $121 million site assessment and
characterization plan for CO, sequestration options including desp
saline sequestration, depleted ofl and gas sequestration and
enhanced off recovery for the CO, from the Edwardsport IGCC faciiity.
The OUCC filed testimony supportive of the continuing study of
carbon storage, but recommended that Duke Energy Indiana break ifs
plan into phases, recommending approval of only $33 miition in
expenditures at this time and deferral of expendifures rather than cost
recovery through a tracking mechanism as proposed by Duke Energy
Indiana. The CAC, an intetvenor, recommended against approval of
the carbon storage plan stating custormers should not be required to
pay for research and development costs. Duke Energy Indiana's
rebuttal testimony was filed Qctober 30, 2009, wherein it amended
its request to seek deferral of $42 millien to cover the carbon storage
site assessment and characterization activities schaduled to oocur
through the end of 2010, with further required study expenditures
subject to future IURC procsedings. An evidentiary hearing was held
on MNavernber 9, 2009, and an order is expected by the end of the
secand guarter of 2011.

Duke Energy Indiana IURC Investigation.

Cn October b, 2010, the Governor of Indiana terminated the
employment of the Chairman of the IURC in connection with Duke
Energy Indiana’s hiring of an atiormey from the IURC staff. As
requested by the governor, the Indiara Inspector General has initiated
an investigation into the matter, and the IURC announced it will
internally audit the Duke Energy Indiana cases dating from
January 1, 2010 through September 30, 2010, an which this
attorney warked while at the IURC, which includes the Indiana storm
costs deferral request discussed above, as well as all Edwardsport
1GCC cases dating back to 2006. Duke Energy Indiara has engaged
an outside law firm to conduct its own investigation regarding Duke
Energy indiana's hiring of an {URC attorney and Ouke Energy
Indiana’s related hiring practices. On Qctober 5, 2010, Duke Energy
Indiara placed the attorney and Prasident of Duke Energy Indiana cn
administrative leave, they were subsequently terminated on
Novemmber 8, 2010. On December 7, 2010, the |URC released its
internal audit findings concluding that the previous rulings were
supparted by sound, legal reasoning consistent with the Indiana
Rules of Evidence and historical practice and procedures of the [URC
and that the previous rulings appeared to be balanced and consistent
among the parties. The audit concluded it did not reveal any bias or a
resultant unfair advantage obtained hy Duke Energy Indiana as a
result of the evidentiary rulings of the former IURC attorney. As noted
above, in the storm cost deferral case, the IURC found no conflict
between the order and the staff report; however, the audit report
noted the staff report offered no specific recornmendation to either
approve or deny the requested relief and that this was the only order
that was subject to an appeal. As such, the IURC reopened that
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proceeding for further review and consideration of the evidence
presentad.

Federal Advanced Clean Coal Tax Credits.

Duke Energy has been awarded $125 million of federal
advanced clean coal tax credits associated with its construction of
Cliffside Unit 6 and $134 million of federal advanced clean coal tax
credits associated with its construction of the Edwardsport 1IGCC
plant. In March, 2008, two environmental groups, Appalachian
Voices and the Canary Coalition, filad suit against the Federal
government challenging the tax credits awarded to incentivize certain
clean coal projects. Aithough Duks Energy was not & party to the
case, the allegations center on the tax incentives provided for the
Cliffside and Edwardsport projects, The initial complaint alleged a
failure to comply with the Naticnal Environmental Policy Act. The first
amended complaint, filed in August 2008, added an Endangered
Species Act claim and also sought declaratory and injunctive relief
against the DOE and the U.S. Department of the Treasury. In 2008,
the District Court dismissed the case. On September 23, 2009, the
Digtrict Court issued an order granting plaintiffs’ motion 1o amend
their complaint and denying, as moot, the motion for reconsideration.
Plaintiffs have filed their second amended complzint. The Federal
government has moved to dismiss the second amended complaint;
the motion is pending. On July 26, 2010, the District Court denied
plaintiffs’ motion for preliminary injunction seeking to halt the
issuance of the tax credits.

Other Matters.

Pioneer Transmission LLC Joint Venture.

In August 2008, Duke Energy annouinced the formation of a
50-50 jeint venture, called Pioneer Transmission, LLC {Pioneer
Transmission}, with American Electric Power Company, inc. (AEP) to
build and operate 240 miles of extra-high-voltage 765 kv
transmission lines and related facilities in Indiana. Pioneer
Transmission will be regulated by the FERC and the IURC. Both
Duke Energy and AEP own an equal interest in the joint venture and
will share equally in the project costs, which are currently estimated
at $1 billien, of which $300 million is anticipated to be financed by
Pioneer Transmission and the remaining armount split equally
between Duke Energy and AEP. The joint venture will operate in
indiana as a transmission utility. In March 2009, the FERC issued an
order granting favorable rate treatment for the project, including
tequested rate incentives, That order was affirmed by a rehearing
order issued by the FERC in January 2010, The IURC has appealed
that order to the United States Court of Appeals for the Seventh
Circuit. On Qctober 28, 2010, the tURC dropped its appeal to the
Seventh Circuit. As is customary in formula rate cases, the FERC set
the formula rate that transmission customers would pay for hearing
and settlement procedures to address various challenges by
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intervenors to the inputs and calculations underlying the formuia rate.
These rate issues were resolved by a separate settlement amang all
parties, which was approved hy the FERC on October 28, 2009. In
December 2009, the Midwest Independent Transmission System
Cperator, Inc. (Midwest 1ISCYPIM inter-Regional Planning Committee
did not include the Pioneer Transmission project in the current
regional transmission expansion plan. The Committes referred the
project to the regional generation output study for passible Inclusion
In the next regional exp'ansion plan. Duke Energy and AEP continue
to work through the planning and regulatory processes in order to
bring this project to cormercial operation by year end 2015,

Duke Energy Ohio and Duke Energy Kentucky Regional
Transmission Organization,

On May 20, 2010, Duke Energy Kentucky filed an application
with the KPSC requesting permission to transfer control of certain of
its transmission assets to effect a Reglonal Transmission Organization
(RTO) realignment fram Midwest 150 ta PIM Interconnaction, LG
(PJM). There may be significant costs associated with this transition
related to Midwest SO transmission expansion costs and exit
obligations. A hearing was held on November 3, 2010, and briefs
were filed by November 19, 2010. On December 22, 2010, the
KPSC isstied an order granting approval for the transition, subject to
several condifions. On January 25, 2011, the KPSC jssued an order
stating that the order had been safisfied and is now unconditional.
The order further requires Duke Energy Kentucky to submit to the
KPSC internal procedures for the receipt and tracking of notices from
P regarding customer requests 1o participate in PJM demand-
response Programs.

On June 25, 2010, Duke Energy Ohio and Duke Energy
Kentucky submitted an ritial Filing to the FERC requesting that it
issue an order by Novernber 1, 2010 determining that the RTO
realignment meets FERC standards for withdrawal from the RTO and
approving the participation of Duke Energy Ohio and Duke Energy
#erucky foad and resourtes in cerain PIM reliabifity pricing mode)
auctions. The FERC issued an order which approved Duke Energy
Chio and Duke Energy Kentucky's request on October 21, 2010, and
authorized Duke Energy Ohio and Duke Energy Kentucky 1o
terminate their existing obligations to the Midwest 1SO, subiect to
certain condifions.

On Decemnber 16, 201G, FERC issued an order related to the
Midwest 1SQ's cost allocation methodology surrounding Multi-Value
Projects (MVF), a type of Midwest ISO transmission expansion cost.
The Midwest IS0 expects that MVP will fund the costs of large
transmission projects designed to bring renewabie generation from
the upper Midwest to lcad centers in the eastem portion of the
Midwest ISQ footprint. The order provides far the allocation of MVP
costs to withdrawing transmission owners for projects approved by
the Midwast SO up to dafe of the withdrawing transmission owners'
exit from the Midwest [SO. The basis for allocating such MVP costs
will be the withdrawing transmission owners' historical usage of the
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Midwest 1O system. The impact of this arder could result in an
increase in the Midwest I1SQ transmission expansion costs incurred
by Duke Energy Ohio and Duke Energy Kentucky subseglient to a
withdrawal from Midwest ISO. Duke Energy Ohio, among other
parties, is seeking rehearing of the FERC MVP order,

Duke Energy Ohio is currently negofiating with various
stakeholders regarding recovery of the costs associated with the exit
from the midwest 150,

5. COMMITMENTS AND CONTINGENCIES

General Insurance

The Duke Energy Registranis carry insurance and reinsurance
coverage either directly or through indemnification from Duke
Energy’s captive insurance company, Bison, and its affiliates,
consistent with companies engaged in similar commercial operations
with similar type properiies. The Duke Energy Registrants' coverage
includes (i} commercial general liability coverage for liabilities arising
to third parties for bodily injury and property damage resuiting from
the Duke Energy Registrants’ cperations; (i) workers' compensation
liahility coverage to statutory limits; (fiiy automabile liabitity coverage
for ail owned, non-owned and hired vehicles covering liakilities to
third parties for bodily injury and property damage; {iv) insurance
policies in support of the indemnification provisions of the Duke
Energy Registrants’ by-laws and {v} property coverage for alf real and
personal property damage, excluding electric transmission and
distribution 1ines, including damages arising from boiler and
machinety breakdowns, earthquake, flood damage and extrz
expense, All coverage is subject to certain deductibles ar retentions,
sublimits, terms and conditions common for companies with similar
ypes of operations.

The Duke Energy Registrants also maintain excess liability
coveraga above the established primary limits for commercial general’
figbility and automobiie liability coverage. Uimits, terms, condifions
and deductibles are comparable fo those carried by other energy
companies af simifar size.

The cost of the Duke Energy Registrants’ coverage can fluctuate
year to year reflecting the changing conditions of the insurance and
reinsurance markets.

Nuclear Insurance

Duke Erergy Carolinas owns and operates the McGuire and
Oconee Nuciear Stations and operates and has a partial ownership
interest in the Catawba Nuclear Station. The McGuire and Catawba
Nuclear Stations each have twa nuclear reactors and the Oconee
Nuclear Station has three. Nuclear insurance includes: nuclear
fiability coverage; propery, decontamination and premature
decommissioning Coverage; and business interruption andor extra
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expense coverage. The other joint owners of the Catawba Nuclear
Staticn reimburse Duke Energy Carolinas for certain expenses
associated with nuciear insurance premiums per the Catawba
Muclear Station joint owner agreements. The Price-Anderson Act
reguires Duke Energy to provide for public nuclear liability claims
resulting from nuclear incidents to the maximum total financial
protection {ability, which cumently is $12.6 biliion.

Primary Nuclear Liability Insurance,

Duke Energy has purchased the maximum reasonably available
private primary nuclear liability insurance as required by law, which
currently is $375 miltion.

Excess Nuclear Liability Program,

This program pravides $12.2 billicn of coverage through the
Price-Anderson Act's mandatory industry-wide excess secondary
financial protection program of risk pooling. The $12.2 billion is the
sum of the current potential cumulative retrospective premium
assessments of $117.5 million per licensed commercial nuclear
reactor. This would e increased by $117.5 million for each
additional commercial nuclear reactor licensed, or reduced by
$117.5 million for nuclear reactors no longer operational and may be
exempted from the risk pooling program. Under this program,
licensees could be assessed retrospective premiums to compensate
for public nuclear liability damages in the event of a nuclear incident
at any licensed facility in the U.S. If such an incident should oceur .
and public nuclear liability damages exceed primary nuclear fiability
insurance, licensees may be assessed up to $117.5 million for each
of their licensed reactors, payable at a rate not to exceed $17.5
milticn a year per licensed reactor for each incident. The assessment
and rate are subject to indexing far inftation and may be subject to
State premium taxes. The Price-Anderson Act provides for an inflation
adjustment at feast every five years with the lzst adjustment effective
October 2008.

Duke Energy Carolinas is a member of Nuclear Electric
Insurance Limited (NEIL), which provides property and accidental
outage insurance coverage for Duke Energy Carolinas' nuclear
facilities under three policy programs:

Primary Properiy Insurance.

This policy pravides $500 millicn of primary propery damage
coverage, with a $2.5 million deductible per occurrence obiigation,
for each of Duke Energy Carolinas’ nuclear facilities.

Excess Property Insurance.

This policy provides excess property, decontamination and
decommissioning ability insurance: $2.25 billion for the Catawba
Nuclear Station and $1 billion each for the Qcanee and McGuire
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Nuclear Stations. The Cconge and McGuire Nuclear Stations also
share an additional $1 billion insurance limit above their dedicated
31 billion underlying excess. This shared additional excess $1 biltion
limit is not subject to reinstatement in the event of a loss,

Accidéntal OQutage Insurance.

This policy provides business interruption and/or extra expense
coverage resulting from an accidental property damage outage of a
nuciear unit. Each McGuire and Catawba unit is insured for up to
$3.5 million per week, and the Oconee units are insured for up to
$2.8 million per week, Coverage amounts decline if more than one
unit is involved in an accidental outage. Initial coverage begins after a
12-week deductible period for Catawba and a 26-week deductible
period for McGuire and Oconee and continues at 100% for 52
weeks and B0% for the next 110 weeks. The McGuire and Catawba
policy limit is $420 million and the Oconee plicy limit is $392
mitlion.

Losses resulting from non-certified acts of terrorism are covered
as common occurrence, such that if non-certified terrorist acts cocur
against cne or more commercial nuclear power plant insured by NEIL
with 2 12 manth period, they would be treated as one event and the
owners of the plants where the act occurred would share one full
limit of liakility (currently $3.2 billion)

In the event of large industry losses, NEfL's Board of Directors
may assess Duke Energy Carolinas for amounts up to 10 times its
annual premiums. The current potential maximum assessments are:
Primary Property Insurance—%$37 million, Excess Property
Insurance—%$43 million and Accidental Outage Insurance—$22
million.

Pursuant to reguiations of the NRC, each company's property
damage insurance policies provide that all proceeds from such
insurance be applied, first, to place the pfant in a safe and stable
condition after a qualifying accident, and second, to decontaminate
hefore any proceeds can be used for decammissioning, plant repair o
restoration.

In the event of a loss, the amount of insurance available might
not be adequate to cover property damage and ather expenses
incurred. Uninsured losses and other expenses, to the extent not
recovered by other sources, could have a material adverse effect on
Duke Energy Carclinas' results of operations, cash flows or financial
position. .

The maximum assessment amounts include 100% of Duke -
Energy Carolinas’ potential abligation to NEIL for the Catawha
Nuclear Station. However, the other joint owners of the Catawba
Nuclear Station are obligated o assume their pro rata share of lizbility
for refrospective premiums and other premium assessments resulting
from the Price-Anderson Act's excess secandary financial protection
program of risk pooling, or the NEIL poficies.
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Environmental

Duke Energy is subject to international, federal, state and local
regulations regarding air and water quality, hazardous and solid
waste disposal and gther environmental matters. Duke Energy
Carglinas, Duke Energy Onio and Duke Energy Indiana are subject to
federal, state and local regufations regarding air and water quality,

hazardous and salid waste disposal and other environmental matters.

These regulatians can be changed from time to time, imposing new
obligations on the Duke Energy Registrants.

The following environmental matters impact all of the Duke
Energy Registrants.

Remediation Activities.

The Duke Energy Registrants are responsible for environmental
remediation at various contaminated sites. These include some
properties that are part of ongolng operations and sites formerly
owned ¢r used by Duke Energy entities, such as historic
manufactured gas piant (MGP) sites. Most of these sites were
decommissioned in the 1960s. While 2 majority of the MGP
by-products were sold off-site during the time period when the plants
operated, some residuals remained on-site during plant
decommissioning. Remediation activities typically focus on the
centainment, removal and/or the management of these by-products,
In some cases, Duke Energy no longer owns the property. Managed
in conjunction with relevant federal, state and local agencies,
activities vary with site conditions and locations, remedial
requirernents, complexity and sharing of respansibility, If remediation
activities involve statutory joint and several liability provisions, strict
liability, or cost recovery of confribution actions, the Duke Energy
Registrants could potentally be heid responsible for contamination
caused by other parties. In some instances, the Duke Energy
Registrants may share liability associated with contamination with
other potentiafly responsible parties, and may also benefit from
insurance poiicies or contractual indernnities that cover some or all
cleanup costs. Reserves associated with remediation activities at
certain sites have been recorded and it is anficipated that additional
costs associated with remediation activities at certain sites will be
incurred in the future. All of these sites generally are managed in the
normal course of business or affiliate operaticns.

As of December 31, 2010, Duke Energy Ohio had a total -
reserve of $50 million, related to remediation work at certain MGP
sites. Duke Energy Ohic has received an order from the PUCO fo
defer the costs incumed. The PUCO will rule on the recovery of these
costs at a future proceeding. Management believes it is probakie that
additional fiabilities will ba incurred as work progresses at Ohio MGP
sites; however, costs associated with future remediation cannat
currently be reasonably estimated.

The Duke Energy Registrants have accrued costs associated
with remediation activities at some of its current and former sites, as
well as other relevant environmental contingent liabilities,
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Management, in the normal course of business, continually assesses
the nature and extent of known or potential environmental-related
contingencies and records fiabilities when losses become probable
and are reasanably estimable. Costs associated with remediation
activities within the Duke Energy Registrants’ operations are typically
expensed unless regulatory recovery of the costs is deemed probatle.

Clean Water Act 316(h).

The Environmentai Protection Agency (EPA) finalized its cooling
water intake structures rule in July 2004. The rule established
aquatic protection requirements for existing faciities that withdraw
50 million gallons or more of water per day from rivers, streams,
lakes, reservoirs, estuaries, oceans, or other U.S. waters for cooling
purposes. Fourtzen of the 23 coal and nuclear-fueled generating
facilities in which Duke Energy Registrants are efther 2 whole ar
partial owner are affected sources under that rule. Of the fourteen
facilties, eight are owned by Duke Energy Carolinas, three are
partially owned by Duke Energy Ohio and three are owned by Duke
Energy indiana. On April 1, 2009, the U.S. Supreme Court ruled that
the EPA may consider costs when determining which technology
optiort each site should implement. Depending on how the cost-
benefit analysis is incorporated into the revised EPA rule, the analysis
could change the range of technology cptions required for each of the
14 affected facilities, The EPA has indicated that it plans to issue a
proposed rule in March 2011 and finalize the rule in July 2012.
Because of the wide range of patential cutcomes, the Duke Energy
Registrants are unable to estimate its costs to comply at this time.

Clean Air Interstate Rule (CAIR).

The EPA finalized the CAIR in May 2005, The CAIR limits total
annual and summertime NO, emissions and annual SO, emissions
from electric generating facilities across the Eastern U.S. through a
two-phased cap-and-trade program. Phase 1 began in 2009 for NO,
and in 2010 for SO,. Phase 2 begins in 2015 for both MO, and $0,.
On March 25, 2008, the U.S. Court of Appeals for the District of
Columbia (D.C. Circuit) heard oral argument in a case involving
rmultiple challenges to the CAIR. On July 11, 2008, the D.C. Circuit
issued its decision in North Carofina v. EPA No, 05-1244 vacating
the CAIR. The EPA filed a petition for rehearing on September 24,
2008 with the D.C. Circuit asking the court to reconsider varicus
parts of its ruling vacating the CAIR. In December 2008, the D.C.
Circuit issued a decision remanding the CAIR 1o the EPA without
vacatur, The EPA must now conduct a new rulemaking to modify the
CAIR in accordance with the court's July 11, 2008 cpinion, This
decision means that the CAIR as initially finalized in 2005 remains in
effect until the new EPA rnule takes effect. On August 2, 2010, the
EPA putlished a proposed Transpait Rule in the Federal Register that
will replace the CAIR. The EPA proposed to establish state-level SO,
and NO, caps that would take effect in 2012. The S0, caps would
be reduced in 2014 for 15 of the 31 affected states. The EPA
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proposes to atlow limited interstate trading and asked for comment on
two more restrictive alternatives. Duke Energy cannot predict the
oufcome of this rulermaking. However, the potential cost of complying
with the final regulation may be significant and impairments may
result if any Duke Energy SO, emission allowances book value
exceeds their fair market vaiie. The EPA has indicated that it plans
on finalizing the Transport Rule in June 2011. The emission controls
the Duke Energy Registrants are installing to comply with state
specific clean alr legislation contribute significantly to achieving
compliance with the CAIR and future Transport Rule requirements.
Additionally, Duke Energy expects to spend $60 million between
2011 and 2015 ($53 million in Ohio and $7 million in Indiana) to
comply with Phase 1 of the CAIR. The IURC issued an crder in 2006
granting Duke Energy Indiana rate recovery to cover its Phase 1
compliance costs of the CAIR.

Coal Combustion Product (CCP) Management.

Duke Energy currently estimates that it will spend $369 million
{($131 million at Duke Energy Carolings, $70 million at Duke Energy
Ohio and $168 million at Duke Energy tndiana) over the period
2011-2015 to instalt synthetic caps and liners at existing and new
CCP landfills and to convert some of its CCP handling systems from
wet to dry systemns to cormply with curment regulations. The EPA and a
number of states are considering additional regulatery measures that
will contain specific and more detalled requirements for the
management and disposal of CCPs, primarily ash, from the Duke
Energy Registrants’ coal-fired power plants.

On June 21, 201G, the EPA issued a proposal to regulate,
under the Resource Conservation and Recovery Act (RCRA) coal
combusticn residuals (CCR), a term the EPA uses to describe the
CCPs associated with the generation of electricity. The EPA proposal
contains two regulatory options whereby CCRs not employed in
approved beneficial use applications would either be regulated as
hazardous waste or would continue to be regulated as non-hazardous
waste. Duke Energy cannat predict the outcome of this rulemaking,
however, the potential cost of complying with the final regulatioh may
be significant. The EPA could issue a final rule by the end of 2011 or
early 2012,

Utiliy Boiler Maximum Achievable Control Technofogy (MACT)
Standards,

The EPA is currently pianning to propose a MACT rule in March
2011 and finalize the rule in November 2011, The rule will establish
emission limits for hazardous air pollutants that will apply to all coal-
fired electric generating units. Based on this rulemaking schedule and
the requirements of the Clean Alr Act (CAA), complianca with finat
MACT emission limits would be required in early 2015, although the
CAA provides for possible extensions of the compliance date of up to
two years. Duke Energy cannot predict the autcome of this
rulemaking, However, the potential cost of compliance with the final
regulation may be significant. ’
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Litigation

Duke Energy Carolinas, Duke Energy Ohio and Duke Energy
Indiana

New Source Review (NSR).

In 1999-2000, the U.S. Department of Justice (DCJ), acting an
behalf of the EPA and joined by various citizen groups and states,
filed & number of complaints and netices of violation against multiple
utilities across the country for alleged violations of the NSR provisions
of the Clean Air Act (CAA). Generally, the government aileges that
projects performed at various coal-fired units were major
madifications, as defined in the CAA, and that the utilities violated the
CAA when they underiook those projects without obtaining permits
and installing the best available emission controls for 30,5, NO, and
particulate matter. The complaints seek injunctive relief to require
installation of pollution control technolagy on various generating units
that allegedly violated the CAA, and unspecified civil penalties in
amounts of up to $32,500 per day for each violation. A number of
the Duke Energy Registrants’ plants have been subject to these
allegations. The Duke Energy Registrants assert that there were no
CAA viclations because the applicable regulations do not require
permitting in cases where the projects undertaken are “routine” or
otherwise do not result in a net increase in emissions.

In 2000, the government brought a lawsuit against Duke
Energy Carolinas in the U.S. District Court in Greensbaorc, North
Carolina. The EPA claims that 29 projects performed at 25 of Duke
Energy Carolinas’ coal-fired units viclate these NSR provisicns. Three
environmental groups have intervened in the case. In August 2003,
the trial court issued a summary judgment cpinion adopting Duke
Energy Carolinas’ legal pesitions on the standard to be used for
measuring an increase in emissions, and granted judgment in favor
of Duke Energy Carolinas. The triat court’s decision was appealed and
utimately reversed and remanded for trial by the U.S. Supreme
Court. At trial, Duke Energy Carolinas will continue to assert that the
projects were routine or not projected to increase emissicns. On
July 29, 2010, the district court issued an order on outstanding
metions for summary judgment filed in response ta the Supreme
Court remand. The court vacated large portions of the previous trial
court’s opinicn in light of the Supreme Court ruling and found that
Duke Energy Carolinas has the burden of proof for the Routine
Maintenance Repair and Replacement exclusion, but that the
exception must be viewed in light of industry practice, not only in
light of an individuat unit. The coun also clarified that it will apply the
“actual-to-projected-actual” emissicns test to determine whether Duke
Energy Carolinas should reascnably have sought a pre-project permit
for any of the projects at issue. Ne trial date has been set, but a trial
is not expected before the end of 2011,

In November 1999, the U.S. brought a lawsuit in the U.S,
Federal District Court for the Southern District of Indizna against
Cinergy, Duke Energy Ohio, and Duke Energy Indiana alleging
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various viclations of the CAA for varicus projects at six owned and
co-owned generating stations in the Midwest. Three northeast states
and two environmental groups have intervened in the case. 4 jury
trial commenced on May 5, 2008 and jury verdict was returmed orn
May 22, 2008, The jury found in favor of Cinergy, Duke Energy Ohio
and Duke Energy Indiana on all but three units at Wabash River,
including the Gallagher Station units discussed below. Additionaily,
the plaintiffs had claimed that these were a violation of an
Administrative Consent Order entered into in 1298 between the EPA
and Cinergy relating to alleged viclations of Ohio’s State
Implementation Plan provisions governing perticuiate maiter at Duke
Energy Chic's W.C. Beckjord Station. A remedy trial for violations
previously estatiished at the Wabash River and W.C, Beckjord
Stations was field during the week of February 2, 2069, On May 29,
2009, the court issued its rermedly ruling and ordered the following
relief; (i) Wabash River Units 2, 3 and 5 t0 be permanently retired by
Septemnber 30, 2009; (ii) surrender of SO, allowances equal to the
emissions from Wakbash River Units 2, 3 and 5 from May 22, 2008
through September 30, 2009; (i) civil penaity in the amount of
$687,500 for Beckjord viclations; and (iv) installaticn of a particulate
continuous emissions monitoring systerm at the W.C. Beckjord Station
Units 1 and 2. The civil penalty has been paid. On September 22,
2009, defendants filed a notice of appeal with the Seventh Circuit
Court of Appeals of the judgment relating to Wabash' River Units 2, 3
and 5. On QOctaber 12, 2010, the Seventh Circuit issued its decision
reversing the trial court and ordered issuance of judgment in favor of
Cinergy ({JSA v. Cinergy), which includes Duke Energy Indiana and
Cuke Energy Ohic. The plaintifs motion for rehearing was denied on
December 29, 2010. On January 6, 2011, the mandate from the
Seventh Circuit was issued, returning the case to the District Court for
it to enter judgment in Duke Energy Ohio and Duke Energy Indiana’s
favor. This ruling will allow Wabash River Units 2, 3 and 5 to be
placed back into service.

Regarding the Gailagher Station units, on October 21, 2008,
plaintiffs filed a motion for a new liahiiity trial claiming that
defendants misled the plaintiffs and the jury by, among other things,
not disclosing a consuiting agreement with a fact witnass and by
referring o that witness as "ratired” during the liability trial when in
% fact he was working for Duke Energy (ndiana under the referenced

consuiting agreement in cannection with the trial. On December 18,
2008, the court granted plaintiffs’ motion for a new fiability trial on
claims for which Ouke Energy Indiana was not previoustly found
liakle, That new trial commenced on May 11, 2009, On May 19,
2009, the jury announced its verdict finding in faver of Duke Energy

[ indiana on four of the remaining six projects at issue. The two

: projects in which the jury found violations were undertaken at Units

\ 1 and 3 of the Gallagher Staticn in Indiana. A rernedy trial on those

I two violations was scheduled to commence on January 25, 2010;
rowever, 1he parties reached a negotiated agreernent on those issues

‘ and filed a proposed consent decree with the court, which was
approved and entered an March 18, 2010, The substantve terms of
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the proposed consent decree redjuire: {i) conversion of Gallagher Units
1 and 3 to natural gas combustion by 2013 {or retirement of the
units by Febryary 2012); (i) installation of additional pallution
controls at Gallagher Units 2 and 4 by 2011, and (iil) additional
environmental projects, payments and penalties. Duke Energy
Indiana estimates that these and other actions in the seftlement will
cost $38 million. Due to the NSR remedy order and consent decres,
Buke Enerzy Indiana has reguested several approvals from the IURC
including approval to add a dry sorbent injection systemn on Gallagher
Generating Station Units 2 and 4, approval to convert fo natural gas
or retire Gallagher Generating Station Units 1 and 3, ang approval to
recover expenses for certain 30, emission allowance expenses
required to be surrendered. On September 8, 2010, the URC
approved the implementation of the dry sorbent injection systemn. On
September 28, 2010, Duke Energy Indiana filed a petition requesting
the recovery of costs associated with the Gallagher consent decree.
Testimony in stpport of the petition was filed in early December
2010, and an evidentiary hearing is scheduled for April 27, 2011.

On Aprit 3, 2008, the Sierra Club filed ancther lawsuit in the
U.S. District Court for the Southern Disirict of Indiana against Duke
Energy indiana and certain affiliated companies alleging CAA
violations at the Edwardsport power station. On October 20, 2009, .
the defendants filed & mation for summary judgment alleging that the
applicable statute of limmitations bars all of the plaintiffs’ claims. On
September 14, 2010, the Court granted defendants’ motion for
summary judgment in its entirety; however, entry of final judgment
was stayed pending a decision from the Seventh Circuit Court of
Appeals in USA v. Cinergy, referenced above, on a similar and
potentially dispositive statute of limitations issue pending befare that
court. On October 12, 2010, the Seventh Circuit issued #s decision
in USA v. Cinergy in which the court ruled in favor of Cinergy and
declined to address the referenced statute of limitations issue. The
Seventh crcuit issued its mandate on January 6, 2011, and as a
result, the defendants will file a metion for entry of final judgment in
this litigation.

QO July 31, 2009, the EPA sarved a reguest far information
under section 114 of the CAA to Duke Energy, Duke Energy Qhio
and Duke Enargy Business Setvices, Inc. The reguest for information
pertained to various maintenance projects and emissions and
operations data relevant to the Miami Fort and W.C. Beckiord stations
in Ohia, Duke Energy Ohio's objections and responses to the EPA's
section 114 request were filed on September 28, 2009; however,
Duke Energy Chio continued to provide information to the EPA. On
Septemper 17, 2010, the EPA sent a simifar request to Zimmer
station. Duke Energy Ohio submitted a response in November 2010,
Subseguantly, the EPA issued a Notice of Violation.

It is not possibie to estimate the damages, if any, that the Duke
Energy subsidiary registrants might incur in conniection with the
unresolved matters discussed above. Ultimate resolution of these
matters relating to NSR, even in settiement, could have a materiat
adverse effect on the Duke Energy Registrants’ consolidated resulis of
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operations, cash flows or financial position. However, the Duke
Energy Registrants will pursue appropriate regulatory treatment for
any costs incurred in connection with such vesolution.

Duke Energy
Section 126 Pelitions.

In March 2004, the state of North Carofina filed a petition under
Section 126 of the CAA In which it alleges that sources in 13 upwind
states, including Chio, indiana, Kentucky and South Carolina
significantly contribute to North Carciina’s non-attainment with
certain ambient air quality standards. In August 2005, the EPA
issled a proposed response to the petition. The EPA proposed to
deny the ozone pordon of the petition based upon a lack of
contribution to alr quaiity by the named states. The EPA also
proposed to deny the particulate matter portion of the petition based
upan the CAIR Federal Impiementation Plan (FIP} that would address
the air quality concerns from neighboring states. On April 28, 2006,
the EPA denied North Carolina’s petition based upen the final CAIR
FIP descrited above. North Caroling has filed & legal challenge to the
EPA's denial. On March 5, 2009 the D.C. Circuit remanded the case
to the EPA for reconsideration. While the EPA has conceded to the
D.C. Circuit's July 18, 2008 decision in the CAIR litigation, North
Carofina v. EPA No. 05-1244, discussed above, a subsequent order
issued by the D.C. Circuit on December 23, 2008, has eliminated
the iegal basis for the EPA’s denial of Narth Caraling’s Section 126
petition. The EPA has taken no action on the North Carolina petition.
With the EPA's developrment of the Transport Rule as a replacement
for CAIR, it is not expected that any action the EPA might take in the
future in response to the North Caralina petition would resutt in
emission reduction requirements more stringent than the Transport
Rula requirements.

Carbon Dioxide (CO,) Litigation,

In July 2004, the states of Connecticut, New York, Caiifornia,
lowa, New Jersey, Rhode Island, Vermont, Wisconsin and the City of
New York braught a lawsuit in the U.S. District Court for the Southem
District of New York against Cinergy, AEP, American Electric Power
Service Corporation, The Southem Cempany, Tennessee Valley
Autharity, and Xcel Energy inc. A similar lawsuit was filed in the U.S.
District Court for the Southem District of New York agzinst the same
companies by Cpen Space Institute, Inc., Cpen Space Conservangy,
Inc., and The Audubon Society of New Hampshire. These lawsuits
allege that the defendants’ emissions of CO; from the cormbustion of
fossil fuels at electric generating facilities contribute to global warming
and amount to a public nuisance. The complaints aiso allege that the
defendants could generate the same amount of electricity while
emitting significantly less CO,. The plaintiffs are seeking an injunction
requiring each defendant to cap its CO-» emissions and then reduce
them by a specified percentage each year for at least a decade. In
September 2005, the District Court granted the defendants’ mation to
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dismiss the lawsuit. The plaintiffs have appealed this ruling to the
Second Circuit Court of Appeals. Oral arguments were held before the
Second Circuit Court of Appeals on June 7, 2006. In Septermber,
2009, the Court of Appeals issued an opinion reversing the district -
court and reinstating the lawsuit. Defendants filed a petition for
rehearing en banc, which was subsequently denied. Defendants filed
a petition for certiorari to the United States Supreme Court on

August 2, 2010. The Solicitor General filed a brief in which it agreed
that the matter should have been dismissed but raised different
arguments than did the deferdants, On December 6, 2010, the
Supreme Coutt granted certicrari. Argument on this matter is
scheduled for April 19, 2011. Itis not possible to predict with
certainty whether Duke Energy will incur any liability or to estimate
the damages, if any, that Duke Energy might incur in connection with
this matter,

Alaskan Globaf Warming Lawsuit,

On February 26, 2008, plaintiffs, the governing bodies of an
Inupiat viflage in Alaska, filed suit in the U.5. Federal Court for the
Northern District of California against Peabody Coal and various oil
and power company defendants, including Duke Energy and certain
of its subsidiaries. Plaintiffs brought the action on their own behalf
and on behalf of the village's 400 residents. The lawsuit alleges that
defendants’ emissions of CO, confributed 1o global warming and
constitute a private and public nuisance. Plaintiffs also allege that
certain defendants, including Duke Energy, canspired to mislead the
public with respect to global warming, Plaintiffs seek unspecified
monetary damages, attormey's fees and expenses. On June 30,
2008, the defendants fited a motion to dismiss on jurisdictional
groungls, together with a maticn to dismiss the conspiracy claims. On
October 15, 2009, the District Court granted defendants motion to
dismiss. The plaintffs filed a notice of appeal and briefing is
complete. Duke Energy wil! notify the Court of the Supreme Court's
decision to accept certiorari in the Carbon Dicxide Litigation discussed
above, and will ask the Court to defer scheduling argument uniil the
Suprerme Court degicies that case. It is nat possible to predict with
certainty whether Duke Energy will incur any liability or fo estimate
the damages, if any, that Duke Energy might incur in connection with
this matter.

Hurricane Katrina Lawsuit.

In April 2006, Puke Energy and Cinergy were named in the
third amended complaint of a purported class action lawsuit fled in
the U.S. District Court for the Southern District of Mississippi.
Plaintiffs, for and on behalf of a putative class of ali residents of
Mississippi, claim that Duke Energy and Cinergy, along with
numerous other utilities, il companies, coal companies and
chemical comparnies, are liable for unquantified compensatory and
punitive damages relating to losses suffered by victims of Hurricane
Katrina. Plaintiffs claim that defendants’ greenhouse gas emissions
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contributed to the frequency and intensity of storms such as
Hurricane Katrina. On August 30, 2007, the court dismissed the
case and plaintiffs filed a notice of appeal. In October 2009, the
Court of Appeals issued an opinion reversing the district court and
reinstating the lawsuit. Defendants filed a pefition for rehearing an
banc, which was granted. The Court of Appeals granted defendants’
petition for rehearing en banc and a hearing was set, but
subsequently taken off the calendar when an additional judge
recused herself, leaving the court without a guorum. On May 28,
2010, after briefing on the issue, the court held it could not proceed
with rehearing en banc, the original 5% Circuit opinion was properly
vacated and the court can no longer reinstate it. AS a result, the
district court’s decision dismissing the case was reinstated and fs now
the controliing decision in the case. On August 26, 2010, plaintifis
filed a petition for a Writ of Mandamus asking the Supreme Court to
either reinstate the panef’s decisicn or to hold in akbeyance its action
dismissing the appeal. On January 9, 2011, the Supreme Court
denied the Mandamus petition which ended the case,

Price Reporting Cases.

A total of 13 lawsuits were filed against Duke Energy affiliates
and ather energy companies, Of the 13 lawsuits, 11 were
consolidated inte a single federal court proceeding in Nevada.

A setflement agreement was executed with the class plaintiffs in
five of the 11 consolidated cases in September 2009. In February
2008, the judge in the consalidated proceeding granted a mation to
disrniss the sixth case and entered judgment in favor of DETM.
Plaintiffs” mation fc reconsider was, in large part, denied and on
Januaty @, 2009, the court ruled that plaintiffs lacked standing to
pursue their remaining claims and granted certain defendants’ mation
for summary judgment. In February 2009, the same judge dismissed
Duke Energy Carolinas from that case as well as four other of the
remaining consolidated cases. In Novemper 2009, the judge granted
Defendants’ motion for recensideration of the denial of defendants’
summary judgrnent motion in two of the remaining five cases to
which Duke Energy affiliates are a party. In December 2009,
plaintiffs in the consolidated cases filed a mation to amend their
complaints in the individua) cases to add a claim for trebie damages
under the Sherman Act, including additional factual allegations
regarding fraudulent concealment of defendants’ allegedly
conspiratorial conduet, Those motions wera denied on October 28,
2010, :

One case was filed in Tennessee state court, which dism/ssed
the case based on the filed rate doctrine and federal preemption
grounds. That case was appealed to the Tennessee Court of Appeals,
which reversed this lower court ruling in October 2008. On April 26,
2010, the Tennessee Supreme Court reversed the appellate court
ruling and dismissed all of the plaintiffs’ claims and this decision is
now final. On January 13, 2009, another case pending in Missouri
state court was dismissed on the grounds that the plaintiff lacked
standing 1o biing the case and the piaintiffs appeat was heard by the
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Missouri Court of Appeals in November 2009. Plaintilfs have
appeaied 1o the Missouri Supreme Court which, on September 24,
2010, entered an order affirming the appellate court ruling in favor of
Duke Energy and the cther defendants.

Each of these cases cantains similar claims, that the respective
plaintiffs, and the classes they claim to represent, were harmed by
the defendants’ alleged manipulation of the natural gas markets by
various means, including providing false information to natural gas
trade publications and entering into unlawful arangements and
agreaments in viclation of the antitrust laws of the respective states.
Plaintifis seek damages in unspecified armounts. The settiement did
not have a material adverse effect on Duke Energy’s consolidated
restilts of operations, cash flows or financial position. It is not possible
ta predict with certainty whether Duke Energy will incur any liability
or {o estimate the damages, if any, that Duke Energy might incur in
connection with the remaining matters.

Western Electricity Litigation.

Plaintiffs, on behalf of thernselves and other purchasers of
electricity in the Pacific Nerthwest, ailege in three cases that Duke
Energy affiliates, among other energy companies, artificially inflated
the price of electricity in cerain western states, Twa of the cases were |
dismissed and plaintiffs appeaied to the U.5. Court of Appeal for the :
Ninth Circuit. Cf those two cases, one was dismissed by agreement
in March 2007, In November 2007, the court issued an opinign
affirming dismissal of the ather case, plaintiffs' motion for
reconsideration was denied and plaintiffs did not file a petition for
certiorari to the Supreme Court. Plaintiffs in the remaining case seek
damagas in unspecified amounts. It is not possible to predict with
certainty whether Duke Energy will incur any liability or to estimate
the damages, if any, that Duke Energy might Incur in connaction with
these lawsuits, but Duke Erergy doas not presently believe the
outcome of these matters will have a material adverse effect on its
consciidated results of operations, cash flows or financtal position.

Duke Energy Intemational Paranapanema Lawsuit.

On July 16, 2008, Duke Energy International Geracao
Paranapanema S.A. {DEIGP) filed a lawsuit in the Brazilian federal
court challenging the merits of two resolutions promulgated by the |
Brazilian electricity regulatory agency (ANEEL) (coliectively, the - :
Resolutions). The Resalutions purport ta impose additional
transmission fees {ratroactive to July 1, 2004 and effective through
June 30, 2009) on generaticn companies located in the State of Sao
Paulo for utilization of the electric transrmission system. The new
assessiments are based upon a flat-fee charge that fails to take into
account the locational usage by each generator. DEIGF has been
assessed $53 million, inclusive of interest. DEIGP challenged the
assessment in Brazilian federal court, Based on DEIGP's continuing
refusal to tender payment of the disputed surns, on April 1, 2009, .
ANEEL assessed an additional fine against DEIGP in the amount of
%9 million. DEIGP filed & request 1o enjoin payment of the fine and
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for an expedited decision on the merits or, alternatively, a result that
all disputed sums be depasited In the court’s registry in lieu of direct
payrment to the distrbution comparies.

On June 30, 2009, the court issued a ruling in which it granted
DEIGP’s request for injunction regarding the second fine and denied
DEIGP's request for an expedited decision or payment into the court
registry. Under the court's arder, DEIGP was required to make
payment directly to the distribution: companies on the $53 million
assessment pending resolution on the merits. As a result of the
courlt’s ryling, in the second quarter of 2009, Duke Energy recarded a
pre-tax charge of $33 million associated with this matter. The court's
ruling also allowed DEIGP to make monthly instaliment payments on
the outstanding obligaticn. DEIGP filed an appeal and on August 28,
2009, the arder requiring installment payments was modified to
allow BEIGP to deposit the disputed portion of each installment,
which was most of the assessed amount, into an escrow accaunt
pending resoiution on the merits.

Duke Energy Relirement Cash Balance Plan.

A class action lawsuit was filed in federal court in South
Carolina against Duke Energy and the Duke Energy Retirement Cash
Balarice Plan, alleging violations of Employee Retirement ncorme
Security Act {ERISA) and the Age Discrimination in Employment Act
(ADEA}. These allegations arise out of the conversion of the
Duke Energy Company Employees’ Retirement Plan into the
Duke Energy Retirement Cash Balance Plan. The case also raises
some Plan administration issues, alleging errors in the application of
Plan pravidions {i.e., the calculation of interest rate credits in 1997
and 1998 and the calculation of lump-sum distributicns). Six causes
of action were alleged, ranging from age discrimination, to various
alleged ERISA violations, to allegations of breach of fiduciary cuty.
Plaintiffs scught a broad array of remedies, including a retroactive
reformation of the Duke Energy Retirement Cash Balance Plan and a
recalculation of participants/ beneficiaries’ benefits under the revised
and refermed plan. Duke Energy filed its answer in March 2006. A
partion of this contingent liabillty was assigned to Spectra Energy,
Corp. {Spectra Energy) in connection with the spin-off in January
2007. A hiearing on the plaintiffs' moticn to amend the complaint to
add an additional age discrimination claim, defendant's moticn to
dismiss and the respective motions for summary judgment was heid
in December 20G7. On June 2, 2008, the court issued its ruling
denying plaintiffs’ motion to add the additional claim and dismissing
a number of plaintiffs’ claims, including the claims for ERISA age
discrimination. Since that date, plaintiffs have notified Duke Energy
that they are withdrawing their ADEA claim. On September 4, 2003,
the court issued its order certifying classes for three of the remaining
claims but not cerifying their claims as to plaintiffs’ fiduciary duty
claims. At an unsuccessful mediation in Septernber 2008, Plaintiffs
guantified their claims as being In excess of $150 million. After
mediation on September 21, 2010, the parties reached an
agreement in principle to settle the lawsuit, subject-to execution of a
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definitive settlement agreement, notice to the class members and
approval of the settlement by the Court. In the third quarter of 2010,
Duke Eneray recorded a provision related 1o the seftlement
agreement. On October 12, 2010, the Court issued an order staying
all pending metions in the case. On February 8, 2011, the
settlement was preliminarily appraved by the court; however, the
seftlement is still subject to final approval.

Crescent Litigation.

On Septernber 3, 2010, the Crescent Resources Litigation Trust
filed suit against Duke Energy along with various affiliates and several
individuals, including cirrent and former employees of Duke Energy,
in the U.S, Bankruptcy Court for the Western District of Texas. The
Crescent Resources Litigation Trust was established in May, 2010
pursuant 1o the plan of reorganization approved in the Crescent
bankniptcy procesdings in the same court. The complaint alleges tha
in 2006 the defendants caused Crescent to borrow approximately ‘
$1.2 billion from a consortium of banks and Immediately thereafter
distribute most of the loan proceeds to Crescent's parent company
without benefit o Crescent, The complaint further alleges that
Crescent was rendered insolvent by the transactions, and that the
distribution is subject to recovery by the Crescent bankruptcy estate
as an alleged fratdulent transfer. The plaintiff requests retumn of the
funds as well as ather statutory and squitable refief, punitive damages
and aftorneys' fees. Duke Energy and its affiliated defendants believe
that the referenced 2006 transactions were legitimate and did not
vidlate any state or federal law. Defendants filed a motion to dismiss
in December 2010, Mo trial date has been set.

On Cctober 14, 2010, a suit was filed in Mecklenburg County,
Narth Carolina by a group of Duke Energy shareholders alleging
breach of duty of loyalty and good faith by certain Duke Energy
directors who were directors at the time of the 2006 Crescent
transaction. On January 5, 2011, defendants filed a Notice of
Cesignaticn of this case for the North Carclina Business Court the
defendants’ motion to dismiss was filed on February 14, 2011. ltis
not possible to predict at this time whether Duke Energy wilt incur
any liahility or to estimate the damages, if any, that Duke Energy
might incur in connection with these lawsuits,

Progress Energy Merger Litigation.

Duke Energy has been named as a defendant in ten purported
shareholder actions filed in North Carolina state court and one case
filed in federal court in North Carclina. The actions, which contain
similar allegations, were brought by individual shareholders against
the following defendants; Progress, Duke Energy, Diamond
Acquisition Corporation and Directors of Progress Energy. The
lawsuits ailege that the individual defendants breached their fiduciary
duties to Pragress Energy sharehalders and that Duke Energy and its
affifiate, Diamond Acquisition Corporation, aided and abetted the
individual defendants. The plaintiffs seek damages and to enjoin the
merger. It is not possible to predict at this time whether Duke Energy
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will incur any liability of 10 estimate the damages, i any, that Duke
Energy might incur in connection with this Iitigation.

Duke Energy Carolinas
Duke Energy Carofinas Cliffside Unit 6 Permit,

On July 16, 2008, the Southem Alliance for Clezan Energy,
Environmental Defanse Fund, Mational Parks Conservation
Association, Matural Resources Defenses Council, and Sierra Club
(collectively referred to as Citizen Groups) filed suit in U.S District
Court for the Westem District of North Carolina alleging that Duke
Energy Carglinas violated the CAA when it commenced construction
of Cliffsicie Unit 6 at Cliffside Steam Station in Rutherford County,
North Carolina without abtaining a determination that the MACT
emission limits will be met for all prospective hazardous air emissions
at that plant. The Citizen Groups claim the right to injunctive relief
against further construction at the plant as well as civil penalties in
the amount of up to $32,500 per day for each alieged violation. In
July 2008, Duke Energy Carolinas voluntarily performed a MACT
assessment of air emission controls planned for Cliffside Unit & and
submitted the results To the DENR. On August 8, 2008 the plaintiffs
filed a motion for summary judgment. Cn December 2, 2008, the
Court granted summary judgment in favar of the Plaintiffs and
entered judgment erdering Duke Energy Carolinas to inftiate a MACT
process before the DAQ. The court did not erder an injunction against
further construction, but retained jurisdiction to manitor the MACT
proceedings. On Dacermber 4, 2008, Duke Enargy Carolinas
submitted its MACT filing and supparting information to the DAQ
specifically seeking DAQ's concurrence as a threshold matter that
construction of Cliffside Unit & is not a major source subject to
section 112 of the CAA and submitting a MACT determination
application. Concurrent with the initiation of the MACT process, Duke
Energy Carolinas filed a notice of appea! to the Fourth Circuit Court of
Appeals of the Court’s December 2, 2008 order te reverse the Court's
determination that Duke Energy Carolinas violated the CAA. The DAQ
issued the revised permit an March 13, 2009, as discussed above.
Based upon DAQ's minor-source determination, Duke Energy
Caroiinas filed a motion requesting that the court abstain from further
action on the matter and dismiss the plaintifis’ complaint. The court
granted Duke Energy Carolinas mation to abstain and dismissed the
plaintiffs compiaint without prejudice, but also ordered Duke Energy
Carolinas to pay the plaintifis’ attomeys’ fees. On August 3, 2009,
plaintiffs filed & notice of appeal of the court's order and Duke Energy
Carolings likewise appealed on the grounds, among others, that the
dismissal should have been with prejudice and the court should not
have ordered payment of attoreys’ fees. The appeals have been
consolidated. On December 7, 2010, the LS. Court of Appeals for
the Fourth Circuit heard oral argument. A decision is pending.

It is not possible to predict with certainty whether Duke Energy
Carolinas will incur any liability or to estimate the darnages, if any,
that Duke Energy Carclinas might incur in connection with this
matter. To the extent that a court of proper jurisdiction halts
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constiuction of the plant, Duke Energy Carolinas will seek to mest
custorners’ needs for power through other rescurces. in addition,
Duke Energy Carolinas will seek appropriate regulatory treatment for
the investrnent in the plant,

Asbestos-related Injuries and Damages Claims.

Duke Energy Carolinas has experienced numercus claims for
indemnification and medical cost eimbursement relating to damages
for bodily injuries alleged o have arisen from the exposure to or use
of asbestos in connection with construction and maintenance
activities conducted by Duke Energy Carclinas on its electric
generafion plants prior to 1285, As of December 31, 2010, there
wers 284 asserted claims for non-malignant cases with the
cumulative relief sought of up to $69 million, and 119 asserted
claims for maiignant cases with the cumulative relief sought of up to
$37 million. Based on Duke Energy Carolinas’ experience, it is
expected that the ultimate resolution of most of these claims likely will
be fess than the amount claimed.

Amounts recognized as asbestos-refated reserves related to
Duke Energy Carolinas in the respective Consolidated Balance Sheets
otaled $853 million and $980 miliion as of December 31, 2010
and 2009, respectively, and are classified in Other within Deferred
Credits and Other Liabilities and Other within Current Liabiities.
These reserves are based upon the minimum amount in Duke Energy
Carolinas' best estimate of the range of oss for current and future
ashestos claims through 2030, Management believes that it is
possible there will be additional claims filed agzinst Duke Energy
Caraiinas after 2030, In light of the uncertainties inherent in a longef-
term forecast, management does not believe that they can reasonably
estimate the indemnity and medical costs that might be incurred after
2030 related to such potential claims, Asbestos-related loss estimates
incorporate anticipated infiation, if applicable, and are recorded on an
undiscounted basis. These resarves are based upon current estimates
arg are subjert 1o greater uncerainty as the projection period
lengthens. A significant upward or downward trend in the number of -
claims filed, the nature of the alleged injury, and the average cost of
resolving each such claim could change our estimated liability, as
could any substantial adverse or favorable verdict at trial, A federal
legisiative solution, further state tort reform or structured seftlement
transactions could also change the estimated liability. Given the
uncertainties associated with projecting matters inta the future and
numerous other factors outside our centrol, management beligves
that it is possible Duke Energy Carolinas may incur ashestos \abilities
in excess of the recorded reserves.

Duke Energy Carclinas has a third-party insurance policy to
cover certain losses related to Duke Energy Carolinas’ asbestos-related
injuries and damages above an aggregate self insured retention of
$476 million, Duke Enargy Carolinas’ cumulative payments began to
exceed the self insurance retention on its insurance policy during the
secand quarter of 2008, Future payments up to the poiicy limit will
be reimbursed by Duke Energy Carolinas’ third party insurance
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carrier. The insurance policy limit for potential future insurance
recoveries for indemnification and medical cost claim payments is
$1,005 million in excess of the self insured retention, Insurance
recoveries of $850 million and $984 million related to this pelicy are
classified in the respective Consclidated Balance Sheets in Other
within Investments and Other Assets and Receivables as of
December 31, 2010 and 20089, respectively. Duke Energy Carclinas
is net aware of any uncertainties regarding the legal sufficiency of
insurance claims. Management believes the Insurance recovery asset
is probable of recovery as the insurance carier continues to have a
strong financial strength rating.

Duke Energy Ohio
Anfitrust Lawsuit,

In January 2008, four plaintiffs, including individual, industrial
and nonprofit customers, filed a lawsuit against Duke Energy Ohio in
federal court in the Southem District of Ohio. Plaintiffs alleged that
Duke Energy Ohic (then The Cincinnati Gas & Electric Company
{CG&E)), conspired to provide inequitable and unfair price
advantages for certain large Husiness consumers by entering inte
non-public cption agreaments with such consumaers in exchange for
their withdrawal of challenges to Duke Energy Ohio's (then CG&E's)
pending RSP, which was Implemented in sarly 2005, Duke Energy
Ohio denied the allegations made in the lawsult, Following Duke
Enargy Ohig's filing of a mation to dismiss plaintiffs’ claims, plaintiffs
amended their complaint on May 30, 2008. Plaintiffs contended that
the contracts at issue were an illegal rebate which violate antitrust
and Racketeer Influenced and Corrupt Organizations (RICO) statutes.
Duke Energy Ohio again moved to dismiss the claims. On March 31,
2009, the District Court granted Duke Energy Ohio’s motion to
dismiss. Plaintiffs filed a motion to alter or set aside the judgment,
which was denied by an order dated March 31, 2010, in April
2010, the plaintiffs filed their appeal of that order with the U.S. Court
of Appeals for the Sixth Circuit and briefing continues on this matter.
Bath parties have requested oral argument. It is not possible to
predict at this time whether Duke Energy Ohio will incur any liakility
or to estimate the damages, if any, that Duke Energy Chic might
incyr in connection with this lawsuit.

Ashestos-related Injuries and Damages Claims.

Duke Energy Ohio has been named as a defendant or
co-defendant in lawsuits related to ashestos at its electric generating
stations. The impact on Duke Energy Ohio’s cansolidated resuits of
operations, cash flows or financial position of these cases to date has
nct peen material. Based on estimates under varying assumptions
congerming uncertainties, suctt as, among others: (i) the number of
contractors potentially exposed to asbestos during construction or
maintenance of Duke Energy Ohio generating plants; (i) the possible
incidence of various illnesses among exposed workers, and {iil) the
potential settlement costs without federal or ather legislation that
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addresses asbestos tort actions, Duke Energy Ohio estimates that the
range of reasonably possible exposure in existing and future suits over
the foreseeable future is not material. This estimated range of
exposure may change as additional settlements occur and claims are
made and more case law is established.

Duke Energy Indiana
Frosperity Mine LLC.

On Octaber 12, 2009, Prosperity Mine, LLC (Prosperity} filed for
arhitration under an Agreement for the Sale and Purchase of Coal dated
Octcber 30, 2008. The Agreerment provided for sale by Prosperity and
purchase ty Duke Energy indiana of 500,000 tons of coal per year,
commencing on January 1, 2009 and continuing until December 31,
2014, uniess scongr terminated under the terms of the Agreement.
Duke Energy Indiana could terminate the Agreement if a force majeure
event lasted more than three months. Prosperity declared a force
majeure event on February 13, 2010 and, when Prasperity did not
natify Duke Energy Indiana that the force maieure had ended, Duke
Energy Indiana sent written notice of termination on May 14, 2010,
Prosperity contends that the termination was improper and that it is
owed damages, quantified at $88 million, for the full contractual
volumes through 2014, The arbitration panel bifurcated the claims and
conducted a hearing on Septerber 21-22, 2010, on the liability issue.
On November 17, 2010, the arbitrators issued their decisior, ruling in
favor of Duke Energy Indiana on all counts. On January 7, 2011,
Prosperity filedt a lawsuit in Indiana state court alleging that the
arbitrators exceeded their power and acted without authority and asking
that the arbitrators’ award be vacated.

Asbestos-related Injuries and Damages Claims.

Duke Energy Indiana has been named as a defendant or
co-defendant in tawsuits related to asbestos at its electric generating
stations. The impact on Duke Energy Indiana's consolidated resulis of
operations, cash flows or financial position of these cases to date has
not been material. Based on estimates under varying assumpticns
concemning uncertainties, such as, among others: (i) the number of
centractors potentially exposed to asbestos during construction or
maintenance of Duke Energy Indiana generating plants; (ii) the
possible incidence of various illnesses among exposed workers, and
{iip) the potential seltlerent costs without federal or sther legislation
that addresses ashestos tort actions, Duke Energy Indiana estimates
that the range of reasonably possible exposure in existing and future
suits over the foreseeable future is not material. This estimated range
of exposure may change as additional setilements occur and claims
are made and more case law is established.

Cther Litigation and Legal Proceedings

The Duke Energy Registrants are involved in other legal, tax and
reguiatory proceedings arising in the ordinary course of business,
some of which involve substantial amounts. Management believes
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that the finai dispesition of these proceedings will not have a materizl
adverse effect on its conselidated results of operations, cash flaws or
financial position.

The Duke Energy Registrants have exposure to certain legal
matters that are described herein, Duke Energy has recorded
reserves, including reserves related to the aforementioned asbestos-
related injuries and darmages claims, of $900 million and $1 billion
as of December 31, 2010 and 2009, respectively, for these
proceadings and exposures {the fofal of which is primarily related to
Duke Energy Carclinas). These reserves represent management's best
estimate of probable loss as defined in the accounting guidance for
contingancies. 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 (e tofal of
which is primarily related to Duke Energy Carolinas).

The Duke Energy Registrants expense legal costs related to the
defense of loss contingancies as incurred.

Other Commitments and Contingencies

General.

As part of its nermal business, the Duke Energy Registrants are
a party to various financial guarantees, performance guarantees and
gther contractual commitmients to extend guarantees of credit and
other assistance to various subsidiaries, investees and other third
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 honor their contingencies is largely
dependant upon future aperations of various subsidiariss, 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 commitmends to purchase or sell power (tolling
alrangements or power purchase contracts), take-or-pay
arrangements, transportation or throughput agreements and other
contracts that rmay or may not be recognized on the respeciive
Consolidated Balance Shests. Some of these arangemerits may be
recognized at fair value on the respective Consolidated Balance
Shests 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,
Consalidated rental expense for operating leases was $122 million in
2010, $129 million in 2009 and $164 millior in 2008 which is
included in Operation, Maintenance and Other on tha Consolidated
Statements of Operations. Amortization of assets recorded under
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capital leases is included in Depreciation and Amartization on the
Cansolidated Statements of Operations, The foliowing & a summary
of future minimum lease payments under operating leases, which at
inception had a non-cancelabie term of mare than one year, and
capital leases as of December 31, 2010

Qperating  Capital

{in millions) leases (eoases
2011 $8 §31
2012 74 28
2013 62 28
2014 47 25
2015 36 27
Thereatter 217 144
Total future minimum lease payments $523  $283
Duke Energy Carolinas

Duke Energy Carclinas leases assets in several areas of its
cperations. Consclidated rental expense for operating Jeases was $60
million 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 classifled as debit an the Censalidated Balance Sheets
{see Mote &). Amortization of assets recorded under capital leases is
included in Depreciation and Amortization on the Consolidated
Statements of Operations. The foliowing is a summary of future
minimum lease payments under cperating leases, which at inception
had a noncancelable term of more than one year, and cagital leases
as of December 31, 2010:

Operating Capftal

{in millions) Leases Leases
2011 %37 %1
2012 31 2
2013 26 2
2014 19 s
2015 ‘ 14 2
Thereafter 83 12
Total 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
millian in 2010, $22 million in 2009 and $31 million in 2008,
which is included in Cperation, Maintenance and Other an the
Consclidated Statements of Operations. Consolidated capitalized lease
obligations are classified as debt on the Consolidated Balance Sheets
{see Note 6). Amortization of assets recorded under capital leases is
included in Depreciation and Amartization on the Consolidated
Staternents of Cperations. The foliowing is a2 summary of future
minimum lease payments under operating leases, which at inception
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had a noncancelable term of mare than one year, and capital leases
as of December 31, 2010:

Operating Capital

Consolidated Statemments of Operations. Capitalized lease obligations
are classified as debt on the Consnlidated Balance Sheets (see Note
&), Amortization of capital lease assefs is included in Depreciation
and Amortization en the Consolidated Statements of Operations. The

(in millions) Leases leases  gyjowing is a summary of future minimum lease payments under
2011 $16  $ ¢  gperating leases, which at inception had a noncancelable term of
2012 13 8 more than one vear, and capital leases as of December 31, 2010:
2013 11 8
2014 9 7 Operating  Capital
2015 7 A L L
Thereafter 14 15 {in millions) eases leases
L 2011 $19 $ 4
Total future minimum lease payments $70 $53 2012 18 4
2013 15 3
Duke Energy Indiana 2014 0 3
2015 7 3
Duke Energy Indiana leases assets in saveral areas of its Thereafter 12 14

operations. Consolidated rental expense for operating leases was $24 Total future minimum lease payments 81 $31
million in 2010, $26 million in 2009 and $25 million in 2008,
which is inciuded in Cperation, Maintenance and Other on the
6. DEBT AND CREDIT FACILITIES
Summary of Debt and Related Terms
Duke Energy Wei -

i:fg::se December 31,
{in millions) Rate Year Due 2010 2008
Unsecured debt 6.3% 2011-2037 % 8,036 $ 7922
Secured debt 3.9% 2011-2035 1,167 660
First mortgage bondsia 55% 2011-2040 6,689 5940
Capital leases 7.5% 2011-2047 283 248
Other debtt 1.9% 2012-2041 1,623 1,843
Non-recourse notes payable of VIES 216 —
MNotes payable and commercial paper®® 0.4% 450 450
Fair value heoge carrying value adjustment 25 18
Unamartized debt discaunt and premium, net (63) (66)
Total debti® 18,426 17,015
Current maturities of long-term debt (275) {902)
Short-term non-recaurse notes payable of ViEs (216) —
Total long-term debt 517,935 $15113

(a)  As af December 31, 2010, substantially all of USFE&G's electric and gas plant in service is martgaged Under the mortgage bond indenture of Duke Energy Carolinas, Duke Energy Ohlo

and Duke Energy Indiana,

(b} Includes $1,540 million and $1,410 million of Duke Energy tax-exempt bands as of December 31, 2010 and 2009, respectively. As of Decemnber 31, 2010 and 2009, $583 million
and $331 million, respectively, was secured by first mortgage bonds and $348 million and $433 million, respectively, was secured by a letler of credit,

£) Includes $450 million as of both December 31, 2010 and 20089 that was classified s Long-term Debt on the Consolidated Balance Sheets dug to the existence of long-term credit
facilities which back-stop these commarcial paper balances, along with Dubke Energy's ahilily and intent to refinance these balances on a lang-term basis. The weighted-average days o

maturity was 14 days as of December 31, 2010 and 2009, respectively,

(d}  As of December 31, 2010 and 2009, $482 millicn and $472 million, respectively, of debt was denominated in Brazilian Reals.

DUKE ENERGY CORPORATION / 2010 FORM 10-K

146



PART Il

= 1

DUKE ENERGY CORPORATION < DUKE ENERGY CARCLINAS, LLC * DUKE ENERGY OHIO, INC. = DUKE ENERGY INDIANA, INC.

Combined Notes to Consoclidated Financial Statements — (Continued}

Duke Energy Carolinas Weighted-

Average Decemnber 31,
(in millions) Rate Year Due 2010 2009
Unsecured debt 6.1% 2011-2037 $2318 $2,622
Secured debi associated with accounts receivable securitization 1.2% 2012 300 300
First mortgage bonds®® ) he% 2013-2040 4413 4,163
Capital leases 13.9% 2011-2030 21 -
Other debt® 3.4% 2012-2040 415 274
Maney pool orrowingse 0.4% . 300 300
Fair value hedge camying value adjustment 16 20
Unamartized debt discount and premium, net {13) {13
Tatal debt . 7770 7666
Current maturities of long-term debt . : (8) (509
Total long-term debt : $7,762 $7.157

{a} Asof December 31, 2010, substantially all of Duke Energy Garolinas’ electric: plant in sefvice is mortgaged under the mortgage bond indenture relating to Duke Energy Carofinas.

b} Incudes $415 million and $272 miliion of Duke Energy Camlings tax-exempt bonds as of December 31, 2010 and 2009, respectively. As of December 31, 2010 and 2003,
respectively, $360 million and $117 mitlion were securad by firsi morgage bonds. .

{e) Includes $300 mitlion as of bath December 31, 2313 and 2003 that was classified as Long-term Debt on the Consolidated Balance Sheets due b the axistence of fong-term credit
facilities which back-stop these meoney pool bomawings, along with Duke Energy Carclinas’ ability and! intent fo refinance these balances on a long-term basis,

Buke Energy Ohio Weighted-

: Average : Decernber 31,
(in millions) Rate Year Due 2010 2009
Unsecured detit 57% 2012-2036 $1,305 $1,305
First mortgage bonds® . 4.3% 2013-2018 700 0
Capital leases 4.8% 2011-2020 53 55
Other deht® 0.6% 2024-2041 534 572
Fair value hedge carrying value adjustment 8 (2)
Unamortized debt discount and premium, net (36) {38)
Total debt 2,564 2,592
Current rnaturities of long-term debt 7 (19)
Total long-term debt $2,657 32,573

(@} Asof Qecemnber 31, 2010, substantially all of Franchised Electdc & Gas's electric plant in service s morgaged under the mongage bond irdentuie refaling t Duke Trergy Chio
{excluding Duke Energy Kentucky}.
By Includes $52% million and $538 miftion of Duke Energy Ohio tax-exempt Donds as of Decermber 31, 2010 ang 2009, respectively.

Duke Energy Indiana Wer
ahted-
Averags December 31,

(in millions) Rate Year Dug 2010 2009
Unsecured deht 57% 2013-2035 $1,149 $1,151
First mortgage bonds® 5.7% 2011-2039 1,577 - 1,676
Capital leases . 7.1% 20112047 31 25
Money pool borrowingsie : 0.4% 150 150
Other debt®! 2.0% 2019-2040 575 698
Unamortized debt discount and premium, net {10} {10)
Total debt 3,472 3,080
Current raturities of long-term debt an (4)
Total long-term debt $3461 $3086

(@) Asof Decamber 31, 2010, substantially all of Buke Energy Indiana’s electric plant in service is mortgaged under the mortgage bond indenture relating to Duke Energy Indiana.

(B) Includes $575 midlion and $576 milion of Duke Energy Indiana tax-mxernpt bonds as of Becember 31, 2010 and 2009, respectively. As of Decembier 31, 2010 and 2009, $223
miltion and $214 million, respectively, were secured by first mortgage bonds. As of bath December 31, 2010 and December 31, 2009, $27 1 million was secured by & lstter of credit.

{© Inchudes $150 million as of both Decerrber 31, 2010 and 2009 that was classified as Long-term Dett on the Consclidated Balance Sheets due to the existence of long-term credit
facilities which back-stop these money poot barowings, along with Duke Energy Indiana’s abilfty and intent to refinance these balances on a leng-term basis.
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Unisecured Debt.

In July 2010, Intemational 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 Brazi! debt related to DEIGP and for future debt maturities
in Brazil.

In Mazch 2010, Duke Energy issued $450 millien principal
amaunt of 3.35% senior notes due April 1, 2015, Proceeds from the
issuance were used o repay $274 million of borrowings under the
master credit facility and for general corporate purposes. '

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

I Septernber 2009, Duke Energy Kentucky issued $100
million of senior debentures, which carry a fixed interest rate of
4.65% and mature Octaber 1, 2019. Proceeds from the issuance
were used to repay Duke Energy Kentucky's borrawings under Duke
Energy’s master cradit facility, to replenish cash used to repay $20
million principat amount of debt due September 15, 2009 and for
general corporate purposes.

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

In January 2009, Duke Energy issued $750 million principal
amount of §.30% senior notes due February 1, 2014, Proceeds
from the issuance were used to redesm commercial paper and for
general corporate purposss,

First Morigage 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
horrowings 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 morigage bonds due June 15,
2020. Proceeds from the issuance will te used to fund Duke Energy
Carolinas' engoing capital expenditures and for general corporate
pUrposes.

In December 2009, Duke Energy Chic issued $25C million
principal amount of first mortgage bonds, which carry a fixed: interest
rate of 2.10% and mature June 15, 2013. Procaeds from this
issuance, together with cash on hand, were used to repay Duke
Energy Ohio'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 agreemant 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 2002, Duke Energy Carolinas issued $750
million principal amount of first mortgage bonds, which carry a fixed
interast 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 martgage bends in the first half
of 2010.

In March 2009, Duke Energy Ohio issusd $450 million
principal amount of first mortgage bonds, which carry a fixed interest
rate of 5.45% and mature April 1, 2019. Proceeds from this
issuance were used lo 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 & fixed interest
rate of 6.45% and mature Aprit 1, 2038, Proceeds from this
issuance were used 10 fund capital expenditures, o replenish cash
used ta repay $397 million of senior notes which matured an
March 15, 2009, fo fund the repayment at maturity of $125 million
of first mortgage bonds due July 15, 2009, and for general corporate
purposes, including the repayment of shart-term nates.

Other Debt.

fh September 2010, Duke Energy Carolinas converted $143
millicn of tax-exempt variable-rate demand bonds to tax-exempt term
bonds, which carry a fixed interest rate of 4.375% and mature
QOctober 2031 . Pricr to the conversion, the honds 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 mortgage bonds,

In September 2010, Duke Energy Carolinas converted $100
million of tax-exempt variable-rate demand boneds, to tax-exernpt term
bonds, which carry a fixed interest rate of 4.625% and mature
Novernber 1, 2040. In connection with the conversion, the
tax-exempt bonds were secured by a series of Duke Erergy Carclinas'
first mortgage bonds.

In Septemiber 2010, Duke Energy Indiana refunded $70 million
of tax-exempt auction rate bonds through the ssuance of $70 million
principal amaurt of tax-exempt term bonds, of which $80 rmillion
carry 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-exempt bonds were
secured by a series of Duke Energy Indiana’s first mortgage bonds.

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

In Septernber 2009, Duke Energy Carolinas converted $77
mifion of {ax-exemnpt variabie-rate demand bonds to tax-exempt term
honds, 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 Caralinas” first
martgage bonds,

fn June 2009, Duke Energy Indiana refunded $55 million of
tax-exernot variable-rate demand bonds through the issuance of $55
million principal amount of tax-exempt term bonds due August 1,
2039, which carry a fixed interest rate of 6.00% and are secured by
a seres of Duke Energy indiana's first mortgage bonds. The refunded
bonds were redeerned July 1, 20089.

In January 2003, Duke Energy Indiana refunded $271 million
of tax-exempt auction rate bonds through the issuance of $271
million of tax-exempt variable-rate demand bands, 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
rillion maturing December 2039, The remaining $127 million had
initial rates of 0.5% reset on a daily basis with $77 million maturing
Decemhber 2038 and $50 millicn maturing October 2040,

Non-Recourse Notes Payable of VIEs,

As discussad further in Netes 1 and 17, effective January 1,
2010, Duke Energy began consolidating Cinergy Receivabies. To
fund the purchase of receivables, Cinergy Recaivables horrows from
third parties and such borrowings fluctuate based on the amount of
receivables sold to Cinergy Receivables, The borrowings are secured
by the assets of Cinergy Receivables and are non-recourse to Duka
Energy. The deth is shert-term because the faciiity has an expiration
date of Octaber 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 Shests.

Non-Recourse Long-Term Debt of VIEs,

In Wy 2010, Green Frontier Wind Power, LLC, a subsidiary of
BEGS, an indirect wholly-owned subsidiary of Duke Energy, entered
into a iong-tarm kan agreement for $225 million principal amaount
maturing in 2025, The cellateral for this foan is a group of five wind
farms located in Wyoming, Colorado and Pennsytvania, The initial
interest rate ah the notes is the six month adjusted London Interbank
Offered Rate (LIBCR) plus an applicable margin. In connection with

this debt issuance, DEGS entered into an interest rate swap 1o convert.

the substantial majority of the loan interest payments from a variable
rate to a fized 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
non-racourse 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, enterad into a long-term loan agreement for $193 million
principal amount maturing in December 2028. The collateral for this
ioan 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 margin. In connection with this debt
issuance, DEGS entered into an interest rate swap to convert the
substantial majority of the lean interest payments from a variabie rate
to a fixed rate of 3.465% plus the applicable margin, which was
2.375% as of Decernber 31, 2010. Proceeds from the issuance will
be used to help fund the existing wind portfolic.

Money Poal.

The Subsidiary Registrants receive support for their short-term
borrowing needs through participation with Duke Energy and other
Duke Energy subsidiaries in a rmoney poci arrangement, Under this
arrangement, those companies with short-term funds may provide
shortterm 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
requirements. Accordingly, there is no net settiement of receivables
and payables between the money pool participants. Per the terms of
the maney pool arrangement, Duke Energy may loan funds to its -
participating subsidiaries, but may not borrow funds through the
money pool. Accordingly, as the rmoney pool activity is betwean Duke
Energy and its wholly-owned subsidiaries, all money pool balances
are eliminated within Duke Energy's Constlidated Balance Sheefs.

As of Decemnber 31, 2010, Duke Energy Carolinas was in a net
money poo teceivable position of $39 million, of which $339 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, 2009, Duke Energy Carolinas was in a
net money pool receivable position of $289 million, of which $589
million is classified within Receivables and $300 million is classified
within Long-term Debt in Duke Energy Carolinas’ Consclidated
Balance Sheets.

As of December 31, 2010 and 2009, Duke Energy Ohio had
short-term maneay poal receivables of $480 million and $184
miilion, respectively, which are classified within Receivables in Duke
Energy Ohio’s Consolidated Balance Shegts.

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

Increases or decreases in money pool receivables are reflected
within investing activities on the respective Subsidiary Registrants
Consclidated Statements of Cash Flows, while increases or dacreases
in maney pocl borrowings are reflected within financing activities on
the respective Subsidiary Registrants Consclidated Staternents of
Cash Flows.

Accounts Receivahle Securitization,

Duke Energy Carolinas securitizes certain accounts receivable
through Duke Energy Receivables Finance Company, LLC (DERF), a
bankruptey remote, special purpese subsidiary. DERF is a whally-
owned limited liability company with a separate lega! existence from
its parent, and its assets are not intended to be generally available to
creditors of Duke Energy Carolinas. As a resutt of the securitization,
on a daily basis Duke Energy Carolinas sells cartain accournts
receivable, arising from the sale of electricity and/or related services as
part of Duke Energy Carclinas’ franchised electric business, to DERF.
In order fo fund its purchases of accounts receivable, DERF has a
$300 million securad 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 accounts
receivable held by DERF, as well as a covenant requiring that the
ratio of Duke Energy Camlinas’ consolidated indebtedness to Duke
Energy Carciinas’ consolidated capitalization not exceed 65%. As of
Decernber 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%, respectively, and $300 million was outstanding under the
credit facility as of both December 31, 2010 and 2009. The
securitization transaction was nat structured to meet the criteria for
sale accounting treatment under the accounting guidance for
transfers and servicing of financial assets and, accordingly, s reflected
as a secured borrowing in the Consolidated Balance Sheets, As of

December 31, 2010 and 2008, the $300 million outstanding
balance of the credit facility was secured by $637 million and $556
mitlion, respectively, of accounts receivable held by DERF. The
obligaticns of DERF under the credit facility are non-recourse to Duke
Energy Carofinas. DERF meets the accounting definition of 2 VIE and
is subject to the new accounting rules for consalidation and transfers
of financial assets that were effective January 1, 2010; however, the
new accounting rutes 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 includes floating-
rate instruments. Floating-rate instruments are primarily based on
commercial paper rates or a spread relative to an index such as
LIBOR for debt denominated in U.3. dollars. The fallowing table
shaws fioating rate debt by registrant as of December 31, 2010 and
2008:

December 31, December 31,

(in millions) 2010 2005
Duke Energy®! $2,851 $2,800
Duke Energy Carolinas 695 795
Duke Energy Chic 525 538
Duke Energy Indiana 502 694

(a) Excludes $375 millicn and $336 million of Brazilian debt at Decernber 31, 2010 and
2009, respectively, that is indexed annually to Brazilian inflation

The following table shows the average interest rate associated
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 Erergy 1.6% 1.5%
Duke Energy Carolinas 0.8% 0.9%
Duke Energy Ohin 0.5% 0.4%
Duke Energy indiana 0.4% 0.3%

Maturities, Call Options and Acceleration Clauses.

Annual Maturities as of December 31, 2010

Duke Energy Duke Energy Duke Energy

(in millions) Duke Energy Carolinas Ohio Indiana
2011 $ 275 $ 8 $ 7 $ 11
2012 2,552 1,778 507 155
2013 1,563 405 265 405
2014 1,623 45 46 5
2015 1,207 505 5 5
Thereafter 10,990 5,029 1,734 2,891

Total long-term debt, 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 call and repay the obligation pricr to its scheduled
maturity. Therefore, the actual timing of future cash repayments
couid be materiaily different than the above as a result of Duke
Energy Registrant’s ability 1o 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 credi facility
contains an aption 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 Cardiinas, Duke Energy Ohig, inciuding Duke Energy

Kentucky, and Duke Energy Indiana (collectively 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 borrowing
sub limits of each borrower, subject to per horrower maximum cap
limitations, at any time. See the tabie 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
comimercial paper, ietters of credit and cenain tax-exempt bonds,
Borrowing sub Iimits for Duke Energy Carolinas, Duke Energy Ohio,
Duke Energy Kentucky, and Duke Energy Indiana are also reduced
for amounts cutstanding under the maney peol arrangement.

Master Credit Facility Summary as of December 31, 2010 (in milligns)=t}

Duke Energy Duke Energy Duke Energy

Duke Energy Carclinas Ohio Indiana  Total

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

Notes Payable and Commercial Paperi® —_ {300) — (150} (450)

Quistanding Letters of Credit (11} {7} (27) — 45)

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

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

(&)

This summary only includes Duke Energy's master credit facility and, accordingly, excludes certain demand facilities and committed facilities that are insignificant in size or which

generally support very specific requirenants, which primarily include facilities that backstop varous outstanding tax-exempt bonds. These facilities that backstop various outstanding
tax-exsmpt bonds generally have non-cancelable tems in excess of one year from the batance sheet date, such that the Duke Energy Registrants have the abifity to refinance such
borowings on a long-term basis. Accordingly, such borrowings are reflectad as Long-term Debit an the Consolidated Balance Sheats of the respective Quke Energy Registrant. ) '

1))
{c)

Kantucky.
(d}

At December 31, 2010 and 2009, various tax-exempt bonds,
commercial paper issuances and money pool borrowings were
classified as Long-Termn Debt on the Consolidated Balance Shests.
These tax-exempt bonds, commercial paper issuances and money
paol borrowings, which are short-term ohligations by naturg, are
classified as long-term due to Duke Energy's intent and ability to
uiilize such borrowings as long-term financing. As Duke Energy's

Credit faciiity containg a covenant requiring the debi-to-i¢lat capitalization ratio o not excetd 65% for each borrower. ’
Represents the su limit of each barrower at December 31, 2010. The Duke Energy Chio sub limit is comprised of $650 million for Duke Energy Ohio and $100 mitlion for Duke Energy

Duke Energy Issued $450 million of Commercial Paper and loaned the proceeds through money pool to Duke Energy Carolinas and Duke Energy Indiana,

master credlit facifity and other specific purpose credit facilities have
non-cancelable terms in excess of one yaar as of the balance sheet
date, Duke Energy has the ahility to refinance these short-term
obligations cn a long-term basis. The following tables show short-
term obligations ciassified as long-term debt as of December 31,
2010 and 2009:

Short-term obligations classified as long-term

December 31, 2010 ‘
Duke Energy Duke Energy Duke Energy

{in millions) Duke Energy  Carolinas Ohio Indiana
Tax exempt bongslaokeid $ 632 $ 95 $161 $352
MNotes Payable and Commercial paper® 450 300 — 150
DERF® 300 300 —_ -
Total $1,382 $695 $161 $502

{a) Of the $632 million of pollution control bonds outstanding at Decernber 31, 2010, at Duke Energy, the master ¢redit facility served as a backstop for $311 millicn of these poiiution
centrol bonds {of which $27 million is in the form of letters of cradit}, with the remaining balance backstepped by other specific long-term credit facilities separate from the master credit

tacility.

(b} For Ouke Enetgy Camlinas, the mastar credit faciiity served as a backstop for the $95 million of nolhution contml hands autstanding at Oecember 31, 2010,
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)
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(a)

Of the $161 million of tax-exernpt bonkds outstanding at Dacember 31, 2010 at Duke Energy Ohlo, $111 million were backstopped hy Duke Energy's master credit facility (of which $27
miltion is in the form of lettars of credit), with the remaining batance backstopred by other specific long-term cradit facilities separate from the master cradit facility.

Of the $352 rnillion of tax-exempt bonds outstanding at December 31, 2010 at Duke Energy Indiana, $81 million were backstoppad by Duke Energy's master credit facility, with the
remaining balance hackstopped by other specific long-term credit facilities separate from the master credit facility.

Duke Energy has issued $450 million in Commercial Paper, which Is backstopped by the master credit facility, and the proceeds are in the form of loans through the money pooi to Duke
Energy Carolinas of $300 million and Duke Energy indiana of $150 million as of December 31, 2010,

{f DERF Is a shart-term obligation backed by a credit facility which expires in August 2012.
Decernper 31, 2009

Cuke Energy  Duke Energy  Duke Energy
(in millions} Duke Energy Carolinas Ohio Indiana
Tax exempt bonds@ibied 3 706 5195 $134 $352
Notes Payable and Compmiercial paperte! 450 300 — 150
DERF® 300 300 — —
Drawdown under the Master Credit Facility® 123 — — 123
Tatal $1,579 $795 $134 $625
(a) Of the $706 million of pollution contol bends outstanding 2t Oecembes 31, 2009 af Duke Energy, the master crecit facility served as 2 backstop for $385 million of thesa palittion

(b)
lc}
{d

(el

M
g

control bonds (of which $100 million is in the form of letters of credit), with the remaining balance backstoppad by other specific long-term credit faciiities separate from the master credit
facility.

For Duke Energy Carclinas, the master credit facility served as a backstop for the $195 million of pollution conlral bends cutstanding at December 31, 2009 (of which $100 million is in
the farm of lefters of credis).

0f the $134 million of tax-exempt bords outstanding at December 31, 2009 at Duke Energy Chio, $84 million wera backstopped by Duke Energy's master credit facifity, with the
remainirg balance backstopped by other specific long-term credit facilities separate from the master credit facility.

Of the $352 millian of tax-exermpt bonds cutstanding at December 31, 2009 at Duke Energy Indiana, $81 million were backstopped by Duke Energy’s master credit facility, with the
remaining baiance dacksiopped by other spetific long-tesm credit fecilities separate from the master credit fac lity.

Duke Energy has issued $450 million in Commercial Paper, which is backstopped by the master credit facility, and the proceeds are in the farm of loans through the monay pool to Duke
Energy Carolinas of $30C million and Duke Energy Indiana of $150 million as of December 31, 2009.

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

The bomowings under the master credht facility at Duke Energy Indiana was a revolving foan bearing interest at one-ronth LIBOR pius an appicabie spread of 19 basfs points. Duke
Energy lidiana has the intent and ability to refinance this obligation on a long-tarm basis, either through renewal of the terms of the loan through the master credit faility, which has

non-cancelable tamns in excess of one-year, or through Issuance of long-term dabt ta replace the amount drawn undsar the master credit facility.

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 Erergy Carolinas are co-torrowers under this
facility, with Duke Energy having a bomowing sup limit of $100
millicn and Duke Energy Carolinas having no borrowing sub limit,
Upon closing of the facility, Duke Energy made an initial borrowing of
$75 million for general corporate purposes.

In September 2008, Duke Energy Indiana and Duke Energy
Kentucky collectively entered into a $330 miilion three-vear letter of
credit agreement with a syndicate of banks, under which Duke
Energy indiana and Duke Energy Kentucky may reguest 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 ta 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 usad far any purpose
other than to support the varizble rate demand bonds issued by Duke
Energy Indiana and Duke Energy Kentucky.

Restrictive Debt Covenants.

The Duke Energy Registrarts’ 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 agreements. As of December 31,
2010, each of the Duke Energy Registrants was in compliance with
all covenants related to its significant debt agresments. (n addition,
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some credit agreements may allow for acceleration of payments or
terminaticn of the agreements due to ncnpayment, or the
acceleration of other significant indebtedness of the barrower or some
of its subsidiaries.

Other Financing Matters.

In September 2010, Duke Energy filed a registration staternent
(Form §-3) with the SEC. Under this Form S-3, which is uncapped,
Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke
Energy Indiana may issue debt and cther securtties 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 billion 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 outstanding were
$444 million as of December 31, 2010 and $411 million as of
December 31, 2009. The amounts cutstanding were carried as a
reduction of the related cash surrender value 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
performancs guarantees and indemnifications which ave issued in the
normal course of business. As discussed helow, these contracts
include performance guarantees, stand-by lefters of credit, debt
guarantees, suraty bonds and indemnifications. Duke Energy and its
subsidiaries enter inte 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 Enemgy completed the spin-off of its
natural gas businesses to shareholders. Guarantees that were issued
by Duke Energy, Cinergy of intemational Energy, or were assigned to
Duke Energy prior to the spin-off remained with Duke Energy
subsequent to the spin-off. Guarantees issued by Spectra Energy
Capital, LLC (Spectra Capital} or its affiliates prior to the spin-off
remained with Spect}a 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 guarantees issued by Spectra Capital is $251
rnillion.

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 guarartees of debt of certain non-consolidated entities and less
than whoally-owned consolidated entities. If such entities were to
default on payments or performance, Duke Energy would be required
under the guarantees to make payments an the obligations of the less
than whally-cwned entity. The maximum potential amount of future
payments Duke Energy could have been required to make under
these guarantees as of December 31, 2010 was $29C million, Of
this amount, $91 million relates to guarantess issued on behalf of
less than wholly-owned consolidated entities, with the remainder
related to guarantees issued on behalf of third parties and
uncansalidated affiliates 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 $4C million of maximum potential amounts of
future payments associated with guarantees issued to custormers or
other third parties related to the payment or performance abligations
of cartain entities that were praviously wholly-owned by Duke Energy
but which have been sold to third parties, such as DukeSolutions,
In¢. (DukeSolutions) and Duke Enginesring & Services, Inc. (DE&S).
These guarantees are primarily related to payment of iease
abligations, debt obligations, and performance guarantess related to
pravision of geads and sewvices, Duke Energy has received
back-to-back indemnification from the buyer of DE&S indemnifying
Duke Energy for any amounts paid related to the DE&S guarantees,
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Duke Energy also received indemnification from the buyer of
DukeSolutions for the first $2.5 miliion paid by Duke Energy related .
to the DukeSolutions guarantees, Further, Duke Erergy granted
indemnification to the buyer of DukeSolutions with respect to losses
arising under scme energy services agreements retained by
DukeSolutions after the sale, provided that the buyer agreed to bear
100% of the perfarmance risk and 50% of any other risk up to an
aggregate maximum of $2.5 millicn (less any amounts paid by the
buyer under the indemnity discussed above), Additionally, for certain
performance guarantees, Duke Energy bas recourse to subcontractors
involved in providing services to a custamer. These guarantees have
varicus terms ranging from 2012 to 2021, with others having no
specific term.

Duke Energy has guaranteed certain issuers of surety bonds,
obligating #tself to make payment upon the failure of a non-wholly-
owned entity to honar 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 1o a third party or customer. Under these
arrangements, Duke Energy bas 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 contract. 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 petitions in a U.S. Bankruptcy 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 recarded a charge of $26 million
associated with these obligations, which represented Duke Energy’s
best estimate of its exposure under these guarantee obligations. At the
time the charge was recorded, the face value of the guarantees was
$70 million, which has since been reduced to $40 miliicn as of
December 31, 2010 as Crescent continues to complete some of its
ohligations under these guarantees.

Duke Energy has entered into various indemnification
agresments related to purchase and sale agreements and other types
of contractua! agreements with vendars and ather third parties. These
agreements typically cover environmental, tax, litigation and other
matters, as well as breaches of representations, warranties and
covenants. Typically, claims may be made by third paries for various
periods of ime, deperding on the nature of the claim. Duke Energy's
potential expasure under these indemnification agreements can range
from a specified amount, such as the purchase price, to an unlimited
dollar amount, depending on the nature of the claim and the
particular transaction. Duke Energy is unable to estimate the tota!
patential amount of future payments under these indermnification
agreements due to several factors, such as the unlimited exposure
under ceriain guarantees.

" At December 31, 2010, the amounts resarded an the
Consolidated Balance Sheets for the guarantees and indemnifications
mentioned above, including performance guarantess associated with
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projects at Crescent far which it is probable that Duke Energy will be
required to perform, is $30 million. This amount is primarily recorded
in Qther within Ceferred Credits and Cther Liabilities on the
Consolidated Balance Sheets.

8. JOINT OWNERSHIP OF GENERATING AND
TRANSMISSION FACILITIES

Duke Energy Carolinas, along with North Carolina Municigal
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 cperated by
Duke Energy Carolinas. As discussed in Note 3, in September 2008,
Duke Frnergy paid $150 million for an additional 7% ownership
interest in the Catawba Nuclear Station.

Duke Energy Ohio, Columbus Southern Power Company, and
Dayton Power & Light Jointly awn electric generating units and related
transmission facilities in Ohic. Duke Energy Kentucky and Dayton
Power & Light jointly own an electric generating unit. Duke Energy
Ohic and Wabash Valley Power Association, Inc. (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 (IMPAI, as well gs a joint-cwner with WVPA and
IMPA of certain Indiana transmission property and local facilities.
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 jointly-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  Depreciatian in Progress
Duke Energy
Duke Energy Carolinas
Production:
Catawba Nuclear Station (Units 1 and 2)t 19.25% $ 883 $ 418 $ 7
Duke Energy Ohio
Producticn:
Mriami Fort Statien (Units 7 and ) 54.0 599 193 12
W.C. Beckjord Station (Unit &)t 375 — — —
J.M. Stuart Stationteie) 39.0 786 242 25
Conesville Station {Unit 4 jibxe 40.0 202 61 11
W.M, Zimmer Station(e! 46.5 1,322 540 21
Killen Statipn{io 33.0 302 135 1
Vermilliont® 75.0 183 55 —
Transmissiont? Various 104 52 2
Duke Energy Kentucky
Production:
East Bend Station@ 69.0 433 227 3
Duke Energy Indiana
Production:
Gibsan Station {(Unit 5)@ 50.05 329 153 10
Transmission and local facilitiest Various 3,243 1,396 —
International Energy
Praduction:
Brazil — Canoas { and || 47.1 3732 94 —

Included in USFE&G segmant.
Included in Commercial Power segment.
Station is not operated by Duke Energy Ohio,

{a}
{b)
ic)
{d

During the second guarter of 2010, Duke Energy Ohio recorded an impairment charge to write-down its share of W.C. Beckjord Station to fair value. See Note 12 for further details,

The Duke Energy registrant’s share of revenues and operating costs of the above jointly owred generating facilties are included within the
conresponding line on the Consolidated Statements of Cperations. Each participant in the jointly owned facilities must provide its own financing.

9, ASSET RETIREMENT OBLIGATIONS

Asset retirerment chbligations, which represent lega! obligations
associated with the retirement of certain tangibie long-lived assets, are
computed 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 ligbility is incurred, if a reasonable estimate cf fair value can be
made. The present value of the liahility is added ta the catrying
amount of the associated asset In the period the liability is incurred
and this additional camying amount is depreciated over the remaining
Iife of the asset. Subsequent to the initial recognition, the liability is
adjusted for any revisions to tie estimated future cash flows
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assoclated with the asset retirement obligation (with carresponding
adjustments to property, plant, and equipment), which can oceur
due to a number of factors including, 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 ligbility due to the passage of time unti! the obligaticn
is settled. Depreciation expense is adjusted prospectively for any
increases or decreases to the camying amount of the associated asset,
The recognition of asset retirement obligations has no impact on the
eamings of Duke Energy’s regulated electric operations as the effects
of the recognition and subsequent accounting for an asset retirement
obligation are offsat by the ectablishment of regulatory assets and
iiahilities pursuant to reguiatory accounting.

Asset retirement obligations recognized by Duke Erergy refate
primarily to the decommissioning of nuclear power facilities, asbestos
rermoval, closure of lendfills and removal of wind generation assets.

Asset retirerment obligations recognized by Duke Energy Carolinas
relate primarily to the decommissioning of nuclear power facilities,
asbestos remaoval and closure of landfills at fossil generation facilities.
Asset retirernent obligations at Duke Energy Chio relate primarily to
the retirement of gas mains, asbestos abatement at certain generating
stations and closure and post-closure activities of landfills. Asset
retirement obligations at Duke Energy Indiana relate primatily to
obligations associated with future ashestos abatemment at certain
generating stations. Certain of the Duke Energy Registrants’ assets
have an indeterminate life, such as transmission and distribution
facilittes and thus the fair value of the retirerment obligation is not
reasonably estimable. A liability for these asset retirement obfigations
will be recorded when a fair value is determinable.

The following tables present the changes o the lizbility
associated with asset retirement obligations for the Duke Energy
Registrants during the years ended Decermnber 31, 2010 and 2009:

December 31, 2010

Duke Energy  Duke Energy  Duke Energy
{in milfions) Duke Energy Carolinas Ohio Indiana
Balance as of January 1, % 3,185 $ 3,098 % 36 42
Accretion expensatel 97 93 1 2
Correction of prior year error®t {1,465) {1,465) — —
Liabilities settled (10 n — (3)
Revisions in estimates of cash flows 8 (1) 1o 4
Liabilities incurred in the current year 12 5 —_ 1
Other 5 5 —_ —_
Balance as of Decermber 31, $ 1,516 $1,728 327 $46

regulabory accounting treatment, as discussed above,

{a) Substartiatty atl of the accretion axpense for the vears endedt December 31, 2010 reiate 1o Duke Energy's regunated electric operations and has been deferred in accordance with

{0 As discussed in Mote 1, 'n The second guarter of 2010, Duke Energy Carolinas recorded a $1.5 nillion correction of an error to reduce the nuclear decommissioning asset retirament
- obligation fizbility. with offsetting impacts to regulatory assets and property, plant and equipment. This correction had no impact on Duke Energy Caralinas' equity, results of operations or

cash flows. .
December 31, 2009

Duke Energy  Duke Energy  Duke Energy
{in milligns) Duke Erergy Carglinas Chio Indiana
Balance as of January 1, $2,567 $2 509 $33 $24
Accrefion expense'd 200 196 2 1
Revisions in estimates of cash flows® 389 385 — 2
Liabilities incurred in the current year 38 13 1 15
Other (6} (5] — —
Balance as of December 31, $3,185 $3,098 $36 $42

regulatory accounting treatment, as discussed above.
to)

Duke Energy's regulated slectric and regulated natural gas
operations accrue casts of remaval for property that do nat have an
associated legal retirement obligation based on regulatory orders from
the varicus state commissions. These costs of remaval are recorded
as a regulatory liabiiity in accordance with regulatory freatment. Duke
Energy does not accrue the estimated cost of removal for any
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{a) Substantially all of the acoretion axpense for the years ended Decembar 31, 2009 selate to Duke Erengy's reptlated electric cpesations and has been deferied in accordance with

As discussed below, Duke Energy Carclinas vpdates its nuciear decornimissioring costs study every five years as required by the NCUC and PSCSC, The increase in the revisions o
estimated cash flows primarily refates to the increasa in estimated cost of decommissioning Duke Energy Carclings’ nuclear units. Approximately half of the increase fram 2008 in the
nuclear decomTiissioning cost estimates is due Yo increaset 1abor costs since the \ast cost snudy in 2003, The change in the credit-adjusied risk-free rate since the 20073 study 2'so
impacted the determination of the asset retirernent obligation liability assceiated with nuclear decommissioning,

non-reguiated assets (inciuding Duke Energy Ohio's generation
assets). See Note 4 for the estimated cost of remaval for assets
without an assaciated legal retirement obligation, which are included
in Other Deferred Credits and Other Liabilities on the Cansolidated
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 far 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 Caonsolidated 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 to the funds
reserved for contaminated costs as contributions to the funds reserved
far 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 Camlinas fo recover estimated decommissioning costs through
retail rates over the expected remalning 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 cast of future decommissianing.

The balance of the NDTF, which are reflacted as NDTF within
Investments and Other Assets in the Gonsolidated Balance Shests,
was $2,014 million as of Decernber 31, 2010 and $1,765 millon
as of December 31, 2008, 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
to the contaminated funds during 2010, The fair value of assets
legally restricted for the purpose of settling asset refirement obligations
associated with nuclear decommissioning was $1,744 million as of
December 31, 2010 and $1,530 million as of Decernber 31, 2009,

As the NCUC and the PSCSC require that Duke Energy
Carclinas update its cest 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 total
estimated nuclear decommissioning costs, including the cost to
decommission plant components not subject to radicactive
contamination, of $3 billion in 2008 dollars, This estimate includes
Duke Energy Carolinas’ 15.25% ownership interest in the Catawba
Nuclear Station. The other joint owners of Catawba Nuclear Station
are responsible for decormmissioning costs related to their ownership
interests in the staticn. 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.

Duke Fnergy 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
deccmmissioning cost studies, a new funding study was completed
and indicates the current annual funding requirernent of $48 million
is sufficient to caver the estimated decommissioning costs. Duke
Energy Carclinas received an order from the NCUC on its rate case
filing on December 7, 2009, and the PSCSC accepted a settlement
agreement on Duke Energy Carolinas’ rate case on January 20,
2010, Both the NCUC and the PSCSC approved the existing $48
miflion 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 Units 1 and
2 until 2041 and 2043, respectively. In 2000, Duke Energy
Carolinas was granted a renewed cperating license for the Cconee
Nuclear Station Units 1 and 2 until 2033 and Unit 3 until 2034.
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10. PROPERTY, PLANT AND EQUIPMENT

December 31, 2010

Estimated Duke Energy  Duke Energy  Duke Energy
(in millions) Useful Life  Duke Energy Carolinas Ohio Indiana
(Years) :
Land® — $ 743 % 357 $ 133 5 89
Plant — Reguiated
Electric generation, distribution and transmissiont= 8-125 36,744 24,980 3483 ° 8,282
Natural gas transmission and distribution 12-60 1,815 — 1,815 —
Other buildings and improvemantste 25-100 610 366 i 1132
Plant — Unregulated
Electric generation, distrinution and transmission 8-100 5,256 —_ 3,960 —
Other buildings and improvementsta 20-90 2,108 1 188 —
Nuclear fuei — 1,176 1,176 — —
Equipment@ : 3-33 718 166 147 128
Vehiclest? 5-26 75 13 — —
Construction in process . — 7,015 3,677 182 2,426
Otheria 5-33 2,279 455 240 156
Total property, plant and equipment 58,539 31,191 10,259 11,213
Total accumulated depreciation — regulated®.e : (16,273} (11,126} (1,832) (3,341
Total accurmnulated depreciation — unregulatedica (1,922) — (579) —
Total net property, plant and equipment % 40,344 $ 20,065 $ 7,848 $ 7,872

(&) inchudes capitalized leases of $414 million, $134 mitlion, and $53 million at Duke Energy, Duse Energy Dhio, 2nd Duke Eneigy Indiana, respectvely.

(h} Includes $667 million of accumulated amontization of nuclear fuel at Duke Energy and Duke Enargy Carolinas.

(€} includes accurmulated amortization of capitalized feases of $31 million, $17 million and $10 millicn at Duke Energy, Duke Energy Chic, and Duke Energy inciana, respectively,
(d)  Includes acourmnulated depreciation of VIEs of $45 millien at December 31, 2010,

December 31, 2009

Estimatad Duke Energy  Duke Energy  Duke Energy
(in millions} Useful Life  Duke Energy Caralinas Chio Indiana
{Years)
Land — $ 725 $ 342 3 134 3 88
Plant — Regulated .
Ejectric generation, distribution and transmissionte! 8~125 35,982 24,450 3,376 8,157
Natural gas transmission and distribution ’ 12-60 1,694 — 1,694 —
Other buildings and improvemantsie! 25-100 617 264 129 124
Flant — Unregulated .
Electric generation, distribution and transmissiont@ 8-100 5,120 — 4,230 —
Other buildings and Improvementst@ 20-90 1,855 — 190 —
Nuclear fuel — 1,075 1,079 — —_
Equiprent 4-33 799 173 89 117
Vehicles 5-26 77 14 — —
Construction in process — 5,336 3,083 210 1,433
Otherial 5-33 2077 412 191 136
Totai property, plant and equipment 55,362 29,917 10,243 10,055
Total accumulated depreciation — reguiated(®. {15,526) (10,692} (1,726) (3,129}
Total accumulated depreciation — unregulatedi (1,886) — (653) C—
Total net progerty, plant and equipment $ 37,950 $ 19,225 $ 7,864 % 6,926

(#) Includes capitelized leases of $384 millian, $111 million, and $50 milion at Duke Energy, Duke Energy Ghio, and Duke Erergy Indiana, respectively.
) Inciudes $603 million of accurnulated amartization of nuclear fuel at Duke Energy and Duke Energy Carolinas.
{c) Includes accumulated amertization of capitalized leases of $20 million, $11 million and $8 million at Duke Energy, Duke Energy Chie, and Duke Eneéngy fndiana, respectively,
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The following 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 Carolinas 83 65 45
Duke Energy Ohio B 4 19
Duke Energy Indiana 19 13 10

11. OTHER INCOME AND EXPENSES, NET.

The components of Other Incame and Expenses, net on the Consolidated Statements of Operations for the years ended Decamber 31,

2010, 2009 and 2008 are as follows:

Duke Energy Duke Energy Ohio
For the vears ended December 31, For the years ended December 31,
{in millions} 2010 2009 2008 {in millions} 2010 2009 2008
{ncomef(Expense): Income/(Expense):
Interest income $ 67 $ 77 $130 Interest income $18 $10 $ 27
Foreign exchange gaing (losses)t@ 1 23 (20)  AFUDC equity 4 (2) 7
AFLIOC equity 234 153 148 COther 3 3 —
Deferred retums
Tatal $25 %11 $ 34
15 ) (1) -
Impairments of available-for-sale
secuities —_ —- (13} Duke Energy Indiana
Gther 53 38 (2}
Tota! $370 $284 $232 For the years ended December 31,
(@) Primarily relates to internatianal Energy's remeasurement of certain cash and debt {in mittions) 2010 2009 2008
balances into the funcltional currency.
(b) In 2008, Duke Energy recorded a pre-tax impairment charge ‘o eamings related to the mcom&/_(Experfse}
credit risk of certain investrnents in auction rale debt securities. fnterast income $14 $14 221
AFUDE equity 56 29 45
. Cther — 5) 3
Duke Energy Carolinas © (
Total 370 £33 %70

For the years ended December 31,

{in miliions) 2010 2009 2008
incomef Expense):

Interest income $ 23 $ 5 $15
AFUDC equity 174 125 g5
Deferred returns 15 N (11)
Other - (4] (1)
Tetal $212 $122 %98
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12. GOODWILL, INTANGIBLE ASSETS AND

IMPAIRMENTS

Goodwill.

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

2009:

Duke Energy

{in millions) USFE&G

Cammercial Intermational

Power Erergy  Total

Balance at December 31,
2009:

Goodwill

Accurrulated Impainment
Charges —

$3,483

$ 940 $298 34,721

(371 — (37D

Balance at December 31,

2009, as adjusted for

accumulated impairment

charges 3,483
Jmpairment Charges —
Foreign Exchange and Other

Changes -—

569
(500} —

298 4,350
{500

— 2 [

Balance as of December 31,
2010;

Goodwill

Accumulated Impairment
Charges —

3483

940 306 4,729

(871) — (871)

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

charges $3,483

$ 89 $306 $3,858

Duke Energy Qhio
{in millions}

Commercial

USFE&G Pawer Tatal

Balance at December 31, 2009:
Goodwill
Accurmnulated Impaimment Charges

$1,137 $1,188 $2325
— (727)  (727)

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

Impairment Charges

461
{461}

1,598
B77)

1,137
(216)

Balance as of December 31, 2010:
Goodwil!
Accurnulated Impaiment Charges

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

1,137
(218}

1,188 2,325
(1,188} (1404)

§ a2l $  — ¢ 921

Duke Energy.

Duke Energy s required to perform an annual goodwili
impairment test as of the same date each year and, accordingly,
performs its annual impairment testing of goodwil 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 carrying value.

BUKE EMERGY CORPORATION / 2010 FORM 104K,

In the secend guarter of 2010, based on circumstances
discussed below, management determined that it was more likely
than nat that the fair value of Commercial Power’s non-regulated
Midwest generation reporting unit was below its respective carrying
value. Accordingly, an interim impaimment test was performed for this
reporting unit. Determination of reporting unit fair vaiue was based on
a combination of the income approach, which estimates the falr
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 Uity and energy Industries. Based on completicn of step one of
the second quarter 2010 i&npairment analysis, rnanagement
dstermined that the fair value of Commercial Power's non-regulated
Midwest generation reporting unit was less than its carrying value,
which included goadwill of $500 million.

Commercial Power's non-regulated Midwest generation
reporting unit includes nearly 4,000 MW of primarily coal-firad
generation capacily in Ohio which is dedicated under the ESP
through December 31, 2011. These assefs also generate revenues
through sales outside the ESP lcad customer base if circumstances
arise that result in availability of excass capacity. Aaditionally, this
reporiing unit has approximately 3,600 MW of gas-fired generation
capacity in Ghio, Pennsylvania, Illingis and Indiana which provides
generaticn to unreguiated energy markets in the Midwest. The
businesses within Commercial Power's non-regulated Midwest
generation reporting unit operate in market structures that are, for the
most part, unregulated and allow for custorer choice among
suppliers. As a result, the operations within this reporting urit are
subjected to competitive pressures that do nat exist in any of Duke
Energy's regulated jurisdictions.

Commercial Power's other businesses, including the renewable
generaiion assets, are in a separate reparting unit for goodwill
impairment testing purposes. No impaitment exists with respect to
Commercial Power's renewable generation assets.

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

« Systained lower forward power prices — Ohio, Duke Energy
provides power to refail customens under the ESP, which
utilizes rates approved by the PUCO through 2011, These
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rates are currently above market prices for generation services,
resulting in customers switching to other generation providers.
Duke Energy Ohio will reset its Standard Service Offer for refail
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 eacned in 2012-2015 will be lower than present
lpvels.

» Potentially more stringent environmental regulations from the
148, EPA — In May and July of 2010, the EPA issued
nroposed rules associated with the regulation of CCRs 1o
address risks from the disposal of CCRs {e.g., ash ponds) and
to limit the interstate transport of emissions of NG, and SO..
These propesed regulations, along with other pending EPA
regulations, couid result in significant expenditures for coal
fired generation plarts, and could result in the early retirernent
of certain generation assets, which do not currently have
control aguipment for NO |, and 0, as soon as 2015

* Customer switching — ESP customers have increasingly
selected alternative generation service praviders, as allowed by
Ohia legislation, which further erodes margins on sales. In the
second quaner of 2010, Duke Energy Ohid's residential dass
became the target of an intense marketing carmpaign offering
significant discourtts te residential customers that switch {o
alternate power suppliers. Custormer switching levels were at
approximately 55% at June 30, 2010 compared to
approximately 29% in the third quarter of 20089,

As a result of the factors ahove, 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
generaticn reporting unit. In addition to the goodwill impaiment
charge, and as a resuit of factors similar to those described above,
Commercial Power recarded %160 million of pre-tax impairment,
charges related o certain generating assefs and emission allowances
primarily associated with these generation assets in the Midwestto
write-down the value of these assets to their estimated fair value, The
generation assets that were subject to this impaiment charge were
those coal-fired generating assets that do not have certain
environmental emissions control equipment, causing these
peneration assets to be neavity impacted by the EPA’s proposed rules
on emissions of NO, and S0,. These impairment charges are
recorded in Goodwill and Qther Impairment Charges on Duke
Energy's Consolidated Statement of Operations.

During 2009, in connection with the annual goodwill
impairment test, Duke Energy recorded gn approximate $371 mitfion
impairment charge to write-down the carrying value of Commercial
Power's non-regulated Midwest generation reporting unit to its
imptied fair value, Additionally, in 2009 and as a result of factors
similar to those described above, Commercial Power recorded $42
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million of pre-tax impainment charges related to certain gererating
assets in the Midwest to write-down the valug of these assets to their
estimated fair value. Thase impairment charges are recorded in
Gocdwill and Other Impairment Charges on Duke Energy's
Consolicdated Statement of Operations, As management is hot aware
of any recent market transactions for comparable assets with
sufficient transparency to develop a market approach fair value, Duke
Energy rafied heavily on the income approach 1o estimate the fair
value of the impaired asséts.

The fair value of Commercial Powear's non-regulated Midwest
generation reporting unit in 2009 was impacted by a multitude of
factors, including cument and forecasted custerner demand, current
and forecasted power and cormmodity prices, impact of the econarmy
on discount rates, valuation of peer companies, competition, ark
reguigtory and legislative developments, These factors had a
significant impact on the risk-adjusted discount rate and other inputs '
used to value the non-regulated Midwest generation reparting unit.
More specifically, as of August 31, 2009, the following factors
significantly impacted management's valuation of the reporting unit
that conseauiently resulted in an appraximate $371 million non-cash
goodwill impairment charge during the third quarter of 2009:

« Decline in load felectricity dernand) forecast — As a result of
lower dernand due 1o the continuing econamic recession,
forecasts evolved throughout 2003 that indicate that lower
demand levels may persist longer than previousty anticipated.
The potential for prolonged suppressed sales growth, lower
sales volume forecasts and greater uncertainty with respect to
sales volume forecasts had a significant impact to the
valuation of this reporting unit.

» Depressed market power prices — Low natural gas and coai
prices have put downward pressure on market prices for
power. As the economic recession continued throughout
2009, dermand for power remained low and market prices
were at lower levels than previousiy forecasted. In Ohio, Duke
Energy provides power to retall customers under the ESP,
which utilizes rates aprroved by the PUCO through 2011,
These rates are currently above market prices for generation
services, The current low leveis of market prices impact price
forecasts and places uncertainty over the pricing of power after
the expiration of the ESP at the end of 2011. Additionally,
customners have recently begun tc select alternative energy
generation service providers, as aliowed by Ohio legistation,
which further erodes margins on sales.

» Carbon legisiation/reguiation developments — On June 26,
2009, the U.S. House of Representatives passed The
Americar Clean Energy and Security Act of 2009 {ACES) to
encowrage the development of clean anergy sources and
redtice greenhouse gas emissions. The ACES wauld create an .
economy-wide cap and trade program for larga sources of
greenhouse gas emnissions. 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 actions
that could lead to its regulaticn of greenhouse gas emissions
absent carbon legislation. Climate legislation has the potential
to significantly increase the costs of coal and cther carbon-
intensive electricity generation throughout the U.S., which
could impact the value of the coal fired generating plants,
patticuiarly in non-regulated environments.

The fair values of Commercla! Power's non-regulated Midwest
generation reporting unit and generating assets 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.

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

Duke Energy Ohio.

In the second quarter of 2010, based on circurmstances
discussed above for Duke Energy, management determined that is
was more likely than not that the fair value of Duke Energy Ohio's
nan-reguiated Midwest genatation reporting unit was less than its
carrying value. Accordingly, Duke Energy Ohio alsc impaired its entire
goodwill balarce of $461 millicn releted to this reporting unit during
the second quarter of 2010. Alsa, as discussed above, Duke Energy
Ohio recorded $160 million of pre-tax impairment charges related to
ceftain generating assets and emission allowances primarity

For the same reasons discussed above, during 2009, in
cannection with the annual goodwill impairment test, Duke Energy
Ohio recorded an approximate $727 million goodwill impairment
charge to write-down the carrying value of Duke Energy Ohio's
non-regulated Midwest generation reporting unit to its implied fair
value. Additicnally, in 2009 and as a result of factors similar to those
described above, Duke Energy Chio recorded $42 million of pre-tax
impairment charges related to cerain non-regulated generating assels
in the Midwest to write-down the value of these assets to theit
estimated fair value.

As management is not awars of any recent market transactions
far comparable assets with sufficient transparency to develop a
market appreach fair value, Duke Energy Ohic relied heavily on the
income approach 1o estimate the fair value of the irmpaired assets.

All of the above impairment charges are recorded in Goodwill
and Other Impairment Charges on Duke Energy Chio's Consclidated
Statements of Operations.

Duke Energy Chio completed its annual gocdwill impairment
test for all reparting units as of August 31, 2010, and determined
that no additional impaiments exist.

Intangibles.

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

December 31, 2010
Duke Energy Puke Energy

associated with these generation assets in the Midwest to white-down a1 Miions) Duke Energy Ohio Indiana
the value of these assets to their estimated fair value. Emission allowarcas $175 $125 $49

In the second quarter of 2010, goadwill for Ohio Transmission \?\izd cga! a'”d po“;e’, Cot';” acts ﬁ’g 271 24
and Distribution (Ohio T&D) was also analyzed. The fairvalve of the gy v 0P ent g 4 S -
Ohio T&D reparting unit is impacted by a multitude of factors, Total gross carrying
including curment and-forgcasted customer demand, discount rates, amount 650 405 73
valuation of peer companies, and regulatory end legislative —

L Accumulated amertization —

developments. Management pericdically updates the oad forecasts to gas, coal and power
reflect cumment trends and expectations based on the current sonfracts 57 (148 ()
environment and future assurmnptions. The spring and summer 2010 Accumulated amortization —
load forecast indicated that load will not return to 2007 weather- wind development rights (5) — -
nomnatized levels for several more years. Based on the results of the Acg:;g;nated amortization — a1 ©) _
second quarter 2010 impaimment anaiysis, the fair value of the Dhio
T&D reporting unit was $216 million below its book value at Duke Total accumulated
Energy Chio and $40 million higher than #ts book. valde at Duke amoftization (193) (157) ©
Energy. Accordingly, this goodwill impairment charge was orly Total intangible assets, net $ 467 $248 $64
recarded by Duke Energy Ohio.

The fair value of Duke Energy Ohic's Ohlo T&D reporting unit for
which ar impaiment was recorded was determined using significant
unchservabie inputs {i.e., Level 3 inputs) as defined by the

‘ accounting guidance for fair value measurements.
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Dacamber 31, 2009
Duke Energy  Duke Energy

December 31, 2009
Cuke Energy Duke Energy

{in millions) Duke Energy Ohio Indiana {in millions) Duke Energy Chio Indiana
Ermission allowances 274 $ 191 $ a2 Gross canying value at
Gas, coal and power beginning of period $ 300 $239 $ 59
contracts 296 271 24 Purchases of emission
Wind development rights 127 — — allowances 93 25 68
Cther 66 9 —  Sales and censumption of
Total gross carrying emission allowanceste®) {120) (75) (45)
amount 763 471, 106 Cther changes 1 é —
Accurulated Gross_carrying vaiue at end of
amortization - gas, pesiod % 274 %191 ¢ B2
coal and power (a) Carrying value of emission allowances are recognized via a charge to expense when .
contracts (140} (122) & consumed. ) ] o
Accumulated {B) See Note 3 for a discussion of gains and losses on sales of emission allowances by
. X LLS. Franchised Electric and Gas and Commercial Power.
amortization — wind
development rights (2 — — - ;
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 accumutated December 31, 2010, 2009 and 2008 was:
amortization (170) (139 (&
Total intangible assets {in millions) 2010 2009 2008
net %593 $ 332 $ 98 Duke Energy $24 $25 $27
Duke Energy Ohio 20 23 22
Duke Energy Indiana 1 1 1

Emission allowances in the tables above include emission
alfowances 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 Aprit 2006, and emission allowances purchased by Duke
Energy. Additionally, Duke Energy is allocated certain zero cost
emission allowances on an annual basis.

The change in the gross camying value of emission allowances
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 carrying value at

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

allowances 14 12 1
Sales and consumption of

emissian allowancestait (66) (31) (34
Impairment of emissicn

allowances 47 47 —
Other changes — — —
Gross carrying value at end of

pericd $175 $125 %49
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The table below shows the expected amartization expense for
the next five years for intangible assets as of December 31, 2010.
The expected amortization expense includes esfimates of emission
allowances consumption and estimates of consumption of
commaodities such as gas and coal under existing confracts, as well
as estimated amortization relzted to the wind development projects
acguired from Catamount. The amortization amounts discussed
below are estimates and actual amounts may differ from these
estimates due to such factors as changes in consumption patterns,
sales or impairments of emission allowances or cther intangible
assets, delays in the in-service dates of wind assets, additional
intangible acquisitions and cther events.

Amortization Expense

(in milfions) 2011 201z 2013 2014 2013
Duke Energy $86 $27 $24 $21 $87
Duke Energy Ohic 3l 22 19 ib 81
Duke Energy Indiana 51 1 1 1 1

As discussed in Note 3, Duke Energy completed the acquisition
of Catamount in September 2008, resulting in the recognition of
$117 miltion of intangible assets velated 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 acquisttion 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 fo
development projects for which final decisions related to constructicn
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 to not pursue
construction and operation of a specific development project, the
carrying value of intangible assets assigned to the related project will
he charged o expense. For projects that are approved for construction
and operation, amortization of the intangible asset value assigned to
each of these projects wili 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, ance 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 cannection with the merger with Cinergy in April 2006, Duke
Energy Chio recorded an intangible liability of $113 million
associated with the RSP, which was recognized in eamings over the
regulatory period that ended gn December 31, 2008. Duke Energy
Ohio also recorded $56 million of intangible liabilities associated with
other power sale contracts in connection with fts merger with Cinergy.
The carrving amount of these intangible liabilities associated with
cther power sale contracts was $4 million and $10 million at
December 31, 2010 and 2009, respectively. During the vears ended
December 31, 2010, 2009 and 2008, Duke Energy Ohio amortized
$6 million, $6 million and $73 million, respectively, to incame
related 1o these intangible liabilities, The remaining balance of $4
million will be amortized to income in 2011, Intangible fiabilities are
ciassified as Cther within Deferred Credits and Other Liabilittas on the
Consclidated Balance Shests.

2008 Impairment of Emission Allowances. On July 11, 2008,
the U.S. Court of Appeals for the District of Columbia issueda
decision vacafing the CAIR. Subsequently, in December 2008, &
federal appeals court reinstated the CAIR while the EPA develops a
new clean air program. See Mote & for additional information on the
CAIR. However, as a result of the July 11, 2008 decision ternperarily
vacating the CAIR, there were sham declines in market prices of SO,
and NQ, allowances in the third quarter of 2008 due to unceitainty
associated with future fecleral requirements to reduce emissions.
Accordingly, Duke Energy and Duke Energy Chio evaluated the
cartying value of emission allowances held by its regulated and
unreguiated businesses for impairment during the third quarter of
2008.

* Atthe time of its temporary repeal, the CAIR required 50%
reductions in S0, emissions beginning in 2010 and further 30%
reductions in S0 emissicns in 2015 beyond specified requirements.
These reductions wete ta be achieved by requiring the surrender of
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80, allowances in a ratic of two allowances per tan of 50, emitted
beginning in 2010, up from a current one-to-one ratio, escalating to.
2.86 allowances per ton of 30, emitted beginning in 2015. Taking
into account thesa increases in emission allowance requirements
under CAIR, Commercial Power's forecasted SO, emissicns needed
through 2037 exceeded the number of emission allowances held
prior fo the vacating of the CAIR, Subsequent to the temporary
decision to vacate CAIR, Cornmercial Power determined 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 S0, allowances at September 30, 2008,
management compared quoted market prices for each vintage year -
allowance tc the carrying vaiue of the related allowances in excess of
forecasted ermissions through 2038, Due 1o the sharp decline in
market prices of 30, aliowances, as discussed zhove, Commercial
Power recorded pre-tax impafiment charges of $77 milfion related to
Torecasted excess SO, allowances held at September 30, 2008,
Additionally, Cornmercial Power recorded pre-tax impaimment 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
Dther impairment Charges within Operating Expenses on the
Consoligated Staterments of Operations, The falr values of Duke
Energy and Duke Energy Ohio's emission allowances for which
impairments were recorded were determined using significant
unobservable inputs {L.e., Level 3 inputs) as defined by the
accounting guidance for fair value measurements.

Additionally, L.S. Franchised Electric and Gas has emission
allowances and certzin commitments {o purchase emission
allowances that, based on managerent's best estimate at
Septernber 30, 2008, resulted in & quantity of emission allowances
in excess of the amounts projected to be wtilized for operations. The
excess emission aliowances include forward contracts fo purchase
S0, allowances to cover forecasted shorifalls in emission allowances
necessary for operations that were entered into prior to the July 11,
2008 CAIR decisicn. ‘Prior to the temporary vacating of the CAIR,
these forward contracts, which primarily seftled in the fourth quartar
of 2008 or in 2008, nualified for the NPMS sxception within the
accounting ruies for derivatives. However, since certain of these
forwarg centracts weuld no longer be considered probable of use in
the normal course of operations due to the excess over forecasted
needs, in September 2008, U.S. Franchised Electric and Gas
determined that these contracts no longer gualified 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
2mission allowances in narmal cowrse, a carresponding regulatary
asset was recorded on thé Consolidated Balance Sheets, These
forward contracts have continued to be marked-to-market, with an
offset, to the regulatory asset balance, until ultimate seftlement.
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As a result of the reinstaternent 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 utllized for future emission aliowance requirements under the
CAIR, unless the EPA develops a new clean air program that changes
the existing requirements under the CAIR. Reafer to Note 4 for further
information.

Other Impairments.

As discussed in Note 4, in 2010, Duke Energy Indiana
recorded a pre-tax charge to earnings of $44 million related to the
Edwardsport IGEC plant that is curently under construction.

13. INVESTMENTS IN UNCONSOLIDATED AFFILIATES
AND RELATED PARTY TRANSACTIONS

Duke Energy

Investments in domestic and international affiliates that are not
contrelled by Duke Energy, but over which it has significant
influence, are accounted for using the equity method. Significant
investments in affiliates accounted for under the equily methed 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 50% ownership interest in the five Sweetwater projects
(Phase 1-V), which are wind power assets located in Texas that were
acquired as part of the acquisition of Catamount, which is further
described in Note 3.

intemational Energy.

As of hoth 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 2009, Duke Energy's wholly-owned subsidiary, CGP Global
Greece Holdings S.A. (CGP Greere) has as its only asset the 25%
indirect interest in Attiki, and its only third-party liability is a debt
oObligation that is sacured 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
Enengy. This debt abligation of $66 million and $71 million as of
December 31, 2010 and 2009, respectively, is reflected in Current
Maturities of Long-Term Debt on Duke Energy's Consolidated
Balance Sheets. As of December 31, 2010 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 2002 to reduce the carrying
amount of the investment to its estimated fair value.

In November 2009, CGP Greece falled to make a scheduled
semi-annual installment payment of principal and interest on the debt
and in December 2009, Duke Energy decided to ahandon its
investment in Attiki and the related non-recourse debt. The decision
to abandan Attiki was made in part due to the non-strategic nature of
the investment. In January 2010 the countarparty to the debt issued
a Motice 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 commenced 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 Consolidated Balance Sheet as Duke Energy
retains legal ownership of the investment.

Other.

As of December 31, 201C and 2009, investments accounted
for under the equity method primarity include telecommunications
investrnents. .

As discussed in Note 3, in December 2Q10, Duke Energy
completed the previousty announced agreement with Alinda to sell a
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 to the DukeNet dispasition
transaction, effective on December 21, 2010, DukeNet is no longer
consolidated into Duke Ensrgy’s consclidated financial statements
and is accounted for by Cuke Energy as an equity method
investment.

On December 2, 2010, Duke Energy completed the sale of its
30% equity investment in Q-Comm to Windstream Corp.
(Windstraam). The sale resulted in $165 miilior: in net proceeds,
including $87 million of Windstream common shares and a $109
milfion pre-tax gain racorded in Gains (Losses) on Sales and
Impairments of Unconsolidated Affiliates on the Consclidated
Statements of Operations.

Additionally, Other included Duke Energy’s effective 50%
interest in Crescent which, as discussed further below, has a carrying
value of zero. As discussed in Note 2, Crescent emerged from
bankruptey in June 2010 and following the bankruptoy procesding,
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 non-strategic real estate projects in order to improve liguidity.
As a result of it revised business sfrategy to accelerate certain cash
flows resulting from the June 2008 amendments to its debt
agreements, Crescent updated its recoverability assessments for its
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real estate projects as required under the accounting guidance for
asset impairments. Under the accounting guidance for asset
impainments, the carrying amount of g long-lived asset is not
recoverabie if it exceeds the sum of the undiscounted cash flows
expected to result from the use and eventual disposition of the asset.
For ceriain of Crescent’s non-strategic assets, 1t was determined that
some projects’ projected undiscounted cash fiows did not excesd the
carrying value of the projects based on the revised business strategy
assumptions, and an impaimment loss was recorded equal to the
amaunt by which the carrying amount of each impaired project
exceeded 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 ofher price data for similar assets. During the year
ented Decernber 31, 2008, Crescert recorded impatrment charges
on certain of its property holdings, primarily in its residential division,
of which Duke Energy’s proporticnate pre-tax share was $238
miffion. Duke Ernergy's proporfionzte share of these impairment
charges are recorded in Eguity in Earnings (Losses) of
Unconsolidated Affiliates in Duke Energy’s Consolidated Staterments
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 o zare. Accordingly, Duke
Energy discontinued applying the equity method of accounting to its

lnvestments in Equity Method Unconsolidated Affiliates

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

See Note 7 for a discussion of charges recarded in 2009 related
to performance guarantees issued by Duke Energy on behaif of
Crescent. Crescent filed Chapter 11 petitiens ina U.S. Baﬂkruptcy
Court in June 2009.

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

lmpairments.

During the years ended December 31, 2010, 2009 and 2008,
Duke Energy recorded pre-tax impairment charges to the carrying
value of investments in unconsolidated affifiates of $11 million, $21
‘million and $9 million, respectively. Approximately $18 million of the
impainment charge recorded during the year ended December 31,
2002 relates o Intemational Energy’s investment in Attiki, {discussed
above). These impaimment charges, which were recorded in Gains
(Losses) on Sales and impairments of Unconsolidated Affiliates on
the Consclidated Statements of Operations, were recorded as a result
¢f Duke Energy conciuding that it would not be able to recover its
carrying value in these investments, thus the carrying value of these
investments were written down to their estimated fair value.

As of:

December 31, 2010 December 31, 2009

Othertb

{in millions) Domestic  International Total Domestic  [ntemational Total
1.5, Franchised Electric and Gas $ 5 $— $ 5 $ 4 $ — $ 4
Commetcial Powear 174 1 175 198 — 198
International Energyt _ 83 83 — 153 153
173 . 2 i81 71 10 81

$352 $92 %444 $273 $163 $436

(a) Asdiscussed above, in 2010, Intemational Energy's Attiki investment is no longer accourted far under the equity methed. Alsa, in 2009, International Energy recorded an $18 million

pre-tax, impairmant to wite-down the value of it Attiki investment to fair value,

(b) As discussed above, Other incluges a 50% interest in Dukeiat of $137 millian as of Decembar 31, 2010,

Equity in Earnings (Losses) of Equity Method Unconsolidated Affiliates

For the Years Ended:

December 31, 2010

December 31, 2009 Decernber 31, 2008

{in mitlions) Domestic International Total®  Domestic  International  Total®  Domestic  International  Total@
U.S. Franchised Electric and Gas $— $ — % — (10 — 1D RIEAL)] P — %8
Cormmercial Power 7 — 7 7 —_ 7 16 — 16
International Energy - 102 102 — 72 72 — 127 127
Qtherit! 5 2 7 — 1 1 (230 1 (229

$12 $104 5116 $ (3) 73 $70 $(230) $128  ${102)

(a) Duke Energy’s share of met gzmings from these ungonsolidated affilistes is reflected in the Consolidated Statements of Dperations as Equity in Eamings (Lasses) of Linconsolidated

Affiliates,

) Amaunts for the year ended December 31, 2008 include Duke Energy's propartionate share of impairment charges recorded by Crescent of $238 millian 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 millicn and $195 million, respectively, which are
included in Other assets within Cash Flows from Operating Activities
on the Consolidated Staterments of Cash Flows. :

Summarized Combined Financial Information of Equity Method
Unconsolidated Affiliates

As of December 31,

(in millions} 2010 2009
Balance Sheet
Current assets $ 413 31,154
MNon-current assets 1,599 2,353
Current llabilities {242) (S20)
Nan-current liahilities (145) (744}
Net assets $1,625 $1,843
For the Years Ended
December 31,
(in millions) 2010 2009 2008
Income Statement
Qperating revenues $1,385 $1,509 $2,683
Operating expenses 8924 1,252 2,407
Net income 430 257 58

Cther 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 ather joint venture cwner of SHGP, which gave Duke Energy
the option to receive either wind assets or a cash settlement, 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 turned over of the operations of SHGP
to its equity partner, and Duke Energy’s 50% common equity interast
in SHGP was canverted to a preferred equity interest, which is
considered a cost method investrnent. Commencing on the turnover
date and continuing until either the wind asset was transferred to
Duke Energy or ultimate cash settlement, Duke Energy received a
fixed monthly payment in lieu of the econcmic benefit it would have
otherwise received as a common egquity member of SHGP. This
payment was intended to compensate Duke Energy far normal
distributions that it would otherwise be entitled to as an equity owner
of SHGP; however, this payment was not economically linked fo the
actual earnings and operating results of SHGP.
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Duke Energy exercised the cash seftlerment option and recsived
total cash proceeds of $184 million in Decernber 2010. This
transaction did net result in a significant gain.

Advance SC LLC, which provides funding for economic
development projects, educational initiatives, and other programs,
was formed during 2004. U.S. Franchised Electric and Gas made
danations of $1 million, $11 million and $11 million to the
unconsolidated subsidiary during the years ended Decernber 31,
2010, 2008 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 miliion,
respectively.

In early 2008, Duke Energy began discussicns with Crescent to
purchase certain parcels of land in North Carolina and South Carolina
that potentially have strategic value to Duke Energy's regulated
operations in those states. During the second guarter of 2008, Duke
Energy had independent third party appraisals performed for each
parcel of land in arder to assist in the determination of a potential
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
awner 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

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

As discussed in Note 2, since Crescent emerged from
bankruptcy n June 2010, Duke Energy no longer has any cwnership
interest in Crescent. Summarized financial information for Crescent
has nct been presented for the year ended Cecember 31, 2009
since, as discussed above, Duke Energy suspended applying the
equity method of accounting to its investment in Crescent in the third
guarter of 2008 as its investment in Crescent had been written down
to zerc. Accordingly, there were no amounts related to the operations
of Crescent included in the Consalidated Statements of Cperations for

" the years ended December 31, 2010 and 2009, Summarized

financial information for Crescent for the year ended Decermnber 31,
2008 is as follows:

Year Ended
(in millions} December 31, 2008
Operating revenues $ 407
Operating expenses $ 754
Operating income $ (347
Net income® $ 420

{a) 2008 net income includes the gain recarded by Crescent on the sale of land to Duke
Energy that was eliminated by Duke Energy, as discussed further above.
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{in millions} December 31, 2008

Current assets % 77

Non-current assets $ 1,685
Current liahilities $ 471
Nan-current liabilities $ 1,341
Noncentroling interest % {1

Duke Energy Carolinas

Duke Energy Carclinas engages in related party transactions,
which are generally performed at cost and in accordance with the
applicable 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)

December 31,  December 31,
{in mitlions) 2010 2005w
Current assets® $ 293 $ 149
Non-current, assetsie! 104 34
Current liabilities {195) (177)
MNoncurent liabilitiest {93) {16)
Net deferred tax liabilities®? (3,906) (3,025)

{a) Balances exclude assets or liabifities associated with acorued pension and other post-
retirement benefits and money poot arrangements as discussed below,

(b} Ofthe balance at Decernber 31, 2010, $90 millior is classified as Recajvables and
%203 million is classified as Other within Current Assets on the Consolidated Balance
Sheets. The balance at December 31, 2008 is ¢lassified as Cther within Current
Azsets an the Censclidated Balance Sheats,

{c) The balanges at December 31, 2010 and December 31, 2002 are classified as Qther
within Investmants and Other Assets on the Consolidated Balance Sheets.

(4} The balance at Decernber 31, 2010 is classified as Accounts payahle on the
Consolidated Balance Sheets, Of the balance at December 31, 2008, $t1701 million
is classified as Accounts payzble and $47) million is classified as Taxes accrued on the
Corsolidated Balance Sheets,

{e) The balances at Decemnber 31, 2010 and December 31, 2009 are classified as Other
within Deferred Credits and Other Liabifities on the Consolidates Balance Sheats,

() Ofthe balance at December 31, 2010, $(3,9588) millon is classified as Deferred
incarmie taxes and $82 million is classified as Other within Currant Assets on the
Consolidated Balarce Sheats, OF the balance at December 21, 2009, $(3,087}) million
is classified as Deferred income taxes and $62 million is classified as Other within
Current Assefs on the Consclidated Balance Sheels,

Duke Energy-Carolinas is charged its proportionate share of
corporate governance and other costs by an unconsolidated affiliate
that is a consolidated affiiiate of Duke Energy. Corporate governance
and other shared services costs are primarily related to human
resources, employee benefits, legal and accounting fees, as well as
other third party costs. During the years ended December 31, 2010,
2009 and 2008, Duke Energy Carolinas recarded governance and
shared services expenses of $1,016 million, $825 million and $803
million, respectively. The increase in 2010 as compared 1o 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 Staternents of Operations.

Duke Energy Carolinas incurs expenses related to certain
indemnification coverages through Bison, Duke Energy's wholly-
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owned captive insurance subsidiary. These amounts were $25
million, $28 million and $29 million for the years ended

Dacember 31, 201G, 2009 and 2008, respectively and are recorded
in Operation, Maintenance and Other within Operating Expenses on
the Consolidated Statements of Qperations. 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 income and other charged expenses, net were $3 million,
$22 million and $15 millian 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-gualified
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 Camlinas was
allocated accrued pensiorn and other post-retirement benefit
obligations of $252 million. This amount has been classified in the
Consoiidated Balance Sheets as follows:

December 31,  December 31,

(in millions) 2010 2009

Other current liabilities $ 10 $—
Accrued pension and other post-

retirernent benefit costs 242 —

As discussed further in Note 6, Duke Energy Carolinas
participates in a money pagl arrangement with Duke Energy and
ather Duke Energy subsidiaries. interest income associated with
money pool activity, which is recorded in Other Income and
Expenses, net on the Consolidated Statements of Coerations, 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 recarded in
Interest Expense on the Consolidated Statements of Operatians, was
$1 millian, $3 million and $4 million for each of the years ended
December 21, 2010, 2008 and 2008, respectively.

During the year ended December 31, 2010, Duke Energy
Caralinas paid $350 militon in dividends to its parent, Duke Energy.
During the year ended December 31, 2010, Duke Energy
Carclinas received a $146 million aliocation of net pension and other

post-retirement benefit assets from its parent, Duke Energy. During
the year ended December 31, 2009, Duke Energy Carolinas received
$250 million in capital contributions from its parent, Duke Energy.
Additionally, during the year ended December 31, 2009, Duke
Energy Carolinas recarded an approximate $3 million increase In
Member’'s Eguity as & result of forgiveness of an advance by its
parent, Duke Energy.

Buke Energy Chio

Duke Energy Ohio engages in related party transactions, which
are generally performed 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} 2010 2009@
Current assets®t $ 82 $ 3
Nan-cuneant assetst 15 26
Current liabilities® (86) {200
Mon-current liabilitieste (42) (2)
Net deferrad tax liabilitizs® {1,579) {1,535}

la} Balances exclude assets or liabilities assoclated with accrugd pension and other post-
retirernent benefits, Cinergy Recaivables and money pocl armangemants as discussed
below.

by Of the balance at December 31, 2010, $24 million is classified as Recelvabes ang
$58 million is classified as Other within Curent Assets on the Consolidated Balance
Sheets. Of the balance at December 31, 2009, $20 million is ¢lassifiedt as Receivables
and $11 miliion is classified as Other within Current Assets on the Consolidated
Balance Sheets.

{c) The balances at December 31, 2010 and December 31, 2009 are classified as Other
within Investments and COther Assets on the Censclidated Balance Sheets.

{d} Of the balance at December 31, 2010, ${83) million is classified as Accounts payable
and $(3) million is classified as Cther wilhin Current Liabilities on the Consoiidated
Balance Sheets. Of the balance at Decemniber 31, 2009, $(191) million is classified as
Accounts payable and §(9) million is classified as Other within Current Liabilities on
the Consclidated Balance $hests.

{e) The balances at December 31, 2010 and December 31, 2003, are classified as Other
within Deferren Crerdits ang Other Liabilities on the Consolidated Balance Shests.

(f)  Of the balance at December 31, 2010, $(1,%88) million is classified as Deferred
Income taxes and $9 miflion 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 Consclidated Balance Sheets.

Duke Energy Ohio is charged its proportionate share of corporate
governance and other costs by an unconsolidated affiliate that is a
consolidated affiliate of Cuke Energy. Corporate governance and other
shared services costs are primarily related to human resources, fegal
and accounting fees, as well as other third party costs. During the
years ended Decemnber 31, 2010, 2002 and 2008, Duke Energy
Ohio recorded govarnance and shared services expenses of $369
million, $401 million and $319 million, respectively. These amounts
are recorded in Operation, Maintenance and Other within Qperating
Expenses on the Consolidated Statements of Operations.

Duke Energy Ohio incurs expenses related to certain
indemnification coverages through Bison, Duke Energy's wholly-
owned captive insurance subsidiary. These amounts were $19
million, $17 million and $18 million for the vears ended
December 31, 2010, 2009 and 2008, respectively, and are
recorded in Operation, Maintenance and Other within Cperating
Expenses on the Consolidated Statements of Operations. Additionally,
Duke Energy Ohio records income associated with the rental of office
space 1o a consolidated affiliate of Duke Energy, as well as income
associated with certain other recoveries of cost and its proportionate
share aof certain charged expenses from affiliates of Duke Energy.
Rental income and ather cost recaveries and other charged expenses,
net ware $5 million, $5 million and $1.3 miltion for the years ended
Decamber 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, nen-qualified pension plan
and other post-retirement benefit plans and is allocated its
propottionate share of expenses associated with these plans.
Additionally, Duke Energy Chio 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,  Decernber 31,

{in millions) 2010 2009

Other cuient liabilities $ 4 $ 4
Accrued pension and other post-

retirement benefit costs 207 249

Additionally, as discussed in Note 17, certain trade receivables
have been sold by Duke Energy Chio to Cinergy Receivables, an
unconsolidated affiliate that is consoliciated by Duke Energy. The
proceeds obtained from the sales of receivables are largely 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 cn the Consolidated Statements of Operations, was $15 million,
$15 million and $21 miliion 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 arrangement with Duke Energy and other Duke Energy
subsidiaries. Interest income associated with money pocl activity,
which is recarded 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 poot activity, which is recorded in Interest Expense on
the Consaolidated 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 Energy Chio 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 Ohia's Consalidated
Statements of Operations. tn addition, equal and offsetting
mark-to-market impacts of intercompany contracts with Duke Energy
Retail are reflected in Duke Energy Ohic's Consolidated Statements of
Cperations representing the pass through of the economics of the
vriginal 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 Decermber 31, 2009 and 2008, Duke
Energy Ohio paid dividends to its parent, Cinergy, of $360 million
and $200 million, respectively.
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Duke Energy Indiana

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

Assets/(Liabilities}

December 31,  December 31,
{in millions) 2010 2009t
Current assets®) $ 51 $ 26
Non-current assetsis — 16
Current liabilities® (69} (127}
Nan-current lizbilitiests (200 (20)
et deferred tax liabilities® {932} (679

{a} Balances exclude assets or liabilities associated with accrued pension and other post-
retirement henefits, Cinergy Receivabies and money poal arrangements as discussed
balow.

(b} Of the balance at Decernber 31, 2010, $27 millian is tlassified as Receivables ard
524 million is <lassified as Other within Current Asséts on the Consolidated Balance
Shieets. Of the balance at December 31, 2002, $15 millicn is classified as Regelvables
and $11 million is classified as Other within Cumrent Assets on the Consolidated
Balance Sheets.

{£) The balance at December 31, 2009 is ¢lassified as Other within Investments and
Ctther Assets on the Consolidated Balance Sheets.

(d) Of the balance at December 31, 2010, $(67) million is classified as Accounts payable
and $(2) million is classified as Taxes accrued on the Consolidated Balance Shaets.
The balance at December 31, 2009 is classified ag Accounts payatle on the
Consolidate Balance Sheats,

{e) The balances at Decernber 31, 2010 and Decernber 31, 2009 are classified as Other

within Deferred Credits and Other Liakilities on the Consclidated Balance Shesets,

{  Cfthe balance at December 31, 2010, $(573) million is classified as Defarred incorme
taxes and $41 million is classified as Other within Current Assets on the Consolidated
Balance Sheets. The balance at Cecembar 31, 2009 is classified as Deferred income
taxes on the Consolidated Balance Sheets.

Duke Energy Indiana is charged its proportionate share of
comporate governarice 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
rescurces, legal and accounting fees, as well as other third party
costs. During the years ended December 31, 2010, 2009 and
2008, Duke Energy Indiana recorded governance and shared
services expenses of $364 million, $343 million and $326 million,
respectively. These amounts are recorded in Qperation, Maintenance
and Other within Operating Exnenses an the Consolidated Statements
of Operations.

Duke Energy Indiana incurs expenses related to certain
indemnification coverages through Biscn, Duke Energy's wholly-
owned captive insurance subsidiary. These amounts were S8 million,
$10 million and $9 millicn for the vears ended December 31, 2010,
2009 and 2008, respectively, and are recorded in Operation,
Maintenance and Other within Operating Expenses on the
Consclidated Staterments of Operations. Additionaily, Duke Energy
Indiana records income associated with the rental of office spaceto a
consolidated affifiate 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 ather charged expenses, net were $8 milfien,
$12 mitlion and $7 million for the yvears ended December 31, 2010,
2009 and 2008, respectively.

As distussed further in Note 21, Duke Energy 'mchana
participates in Duke Energy’s qualified pension plan, non-gualified
pension pran and other post-retirement benefit plans and is allocated
its propattionate share of expenses associated with these plans.
Additionally, Duke Energy Indiana has been aliccated accrued
pension and other post-retirement bensfit obligations of $272 million
and $316 millicn at December 31, 2015 and 2009, respectively.
These amounts have been classified in the Consolidated Balance
Sheets as follows:

December 31,  Decemnber 31,

{in millions) 2010 2009

Other current liabilities $ 2 5 2
Accrued pension and other post-

retirernent bensfit costs 270 314

Additionally, as discussed in Note 17, certain trade receivables
have been sold by Duke Energy Indiana to Cinergy Receivables, an
uncensolidated affiliate that is consolidated by Duke Ensrgy. The
proceeds obtained from the sates of receivables are largely cash but
do include a subordinated nate 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 cn the Consolidated Statements of Operations, was $13 million,
$12 million and $15 million for the years ended Decemnber 31,
2010, 2009 and 2008, respectively.

As discussed further in Note 6, Duke Energy ndiana
participates in a money paol arangement with Duke Energy and
other Duke Energy subsidiaries. Interest income associated with
money poo! activity, which is recorded in Other Incotme and
Expenses, net on the Consolidated Statements of Cperations, was
insignificant, $1 million and $2 million for the years ended
December 31, 2010, 2009 and 2008, respectively. fnterest expense
associated with money pool activity, which is recorded in Interest
Expense on the Consolidated Statements of Operations, for the years
ended December 31, 201C, 2009 and 2008 was $1 milfion, $1
million and $6 rmillion, respactively.

During the year ended December 31, 2010 and 2009, Duke
Energy Indiana received $350 million and $140 million,
respectively, in capital contibutions, from fis 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
commedity and irterest rate instruments to manage these risks.

16%
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Certain of these dervative instruments quaiify for hedge accounting
and are designated as hedging instruments, while cthers either de not
qualify as a hedge or have not been designated as hedges
{hereinafter referred to &s undesignated contracts). The Duke Energy
Registrants’ primary Lise of energy commodity derivatives is to hedge
the generation pertfolin against exposure to changes in the prices of
power and fuel, Interest rate swaps are entefed Into to manage
interest rate risk primarily asscciated 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 Consolidated Balance Sheets. For
derivative instruments that qualify for hedge accounting, the Duke
Energy Registrants may elect fo 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 related to derivative Instruments executed with the same
counterparty under the same master netting agreement,

The operations of the USFE&G business segment and certain
aperations of the Commerciat Power husiness 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 AOCI. For derivatives designated
as fair value hedges cr left undesignated within the regulated
operations, including economic hedges associated with Commercial
Power's ESP load generation through the duration of the current ESP
that ends in December 2011, gains and losses assaciated with the
change in fair value of these derivative contracts would be deferred as
a regulatory liahility or asset, thus having no immediate earnings
impact.

Within the Duke Energy Registrants' unregulated businesses, for
derivative instruments that qualify for hedge accounting and are
designated as cash flow hedges, the effective portion of the gain or
loss is reported as a component of AOCI and reclassified into eamings
in the same pericd or periods during which the hedged transaction
affects earings. 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 gs well as the offsetting loss
or gain on the hedged item are recognized in earnings in the current
period. The Duke Energy Registrants’ include the gain or loss on the
derivative in the same line ftem as the offsetting loss or gain on the
hedged item in the Consolidated Statements of Operations.
Additionally, the Duke Energy Registrants' entet Into derivative
agreerments that are economic hedges that either de not qualify for
hedge accounting or have not been designated as a hedge. The
changes in fair value cof these undesignated derivative instruments are
reflected in current eamings.
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Information presented in the tables below relates 1o Duke Energy
on a consolidated basis and Duke Energy Chio. As regulatory
accounting treatment is applied to substantially all of Duke Energy
Carolinas' and Duke Energy Indiana’s derivative instruments, and the
cartying value of the respective derivative instruments comprise a
small portion of Duke Energy’s overail balance, separate disclosure for
each of those registrants is nat presented.

Commodity Price Risk

The Duke Energy Registrants are exposed o the impact of
market changes in the future prices of electricity {energy, capacity
and financial transmission rights), coal, natural gas and emission
allowances (SO, , seasonal NOy and annual NO, } as a result of their
energy operations such as electric generation and the transportation
and sale of natural gas. With respect to commedity price risks
asscciated with electric generation, the Duke Energy Registrants are
exposed to changes including, but not limited to, the cost of the coal
and natural gas used to generate electricity, the prices of electricity in
whalesale markets, the cost of capacity required to purchase and sell
electricity in whaolesale markets and the cost of emission allowances
primarily at the Duke Energy Registrants' coal fired power plants,
Risks asscciated with commodity price changes on future operations
are closely monitored and, where appropriate, various commodity
contracts are used to mitigate the effect of such fluctuations on
cperations. Exposure to commaodity 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 commodity
derivative instruments that were designated as fair value hedges.

Commodity Cash Flow Hedges.

The Duke Energy Registrants use commaodity instruments, such
as swaps, futures, forwards and options, to protect margins for a
portion of future revenues and fuel and purchased power expenses.
The Duke Energy Registrants generally use commodity cash flow
hedges to mitigate exposures o the price variability of the underlying
commodities for, generally, a maximum period of less 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 gensration and capacity to large energy
customers, energy aggregators, retail custorners and other wholesale
companies. Undesignated contracts may include contracts net
designated as a hedge, contracts that do nof qualify for hedge
accounting, derivatives that do not or no longer gualify for the NPNS
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scope exception, and de-designated hedge contracts. Undesignated
contracts also include contracts associated with operations that Duke
Energy continues to wind dowh of has included as discontinued
operations. As these undesignated contracts expire as late as 2021,
Duke Energy has entered into ecatiomic hedges that leave it
minimally exposed 1o changes in pricas aver the duration of these
contracts.

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

Duke Energy Ohio uses 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 customers and other wholesale cormpanies.
Undssignated contracts at December 31, 2010 are primarily
associated with forward sales and purchases of power, coal and
emission allowances, for the Commearcial Power segment.

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

Interest Rate Risk

The Buke Energy Registrants are exposed to risk resuiting from.
changes in inferest rates as a result of their issuance or anticipated
issuance of variable and fixed-rate debt and cormercial paper.
Interest rate exposurg is managed by limiting variable-rate exposures
to 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 interest rate swaps and U.S. Treasury lock
agreements. Addifionally, In anticination of certain fixed-rate debt
issuarices, a series of forward starting interest rate swaps may be
execuied fo lock in components of the market interest rates at the
time and terminated prior to o upen the issuance of the
corresponding debt. When these transactions oceur within a business
that meets the criteria for regulatory accounting treatment, these
contracts tnay be treated as undesignated and any pre-tax gain o
loss recognized from inception to terrmination of the hedges would be
recorded as a regulatory liability or assat 2nd amortized as a
cormponent of interest expense over the life of the debt. Alternatively,
these derivatives may be designated as hedges whereby, any pre-tax
gain or loss recognized from inception to fermination of the hedges
would be recorded in ACCH and amortized as a component of interest
expense over the life of the dabt,

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

$492 million notional armount of interest rate cash flow hedges
related to non-recourse long-term deatst of VIEs and $34 million
notional amount of undesignated interest rate contracts, both related
to Commercial Power's wind business, as well as the notionzl
amounts related to Duke Energy Carclinas and Duke Energy Ohio
helow. See Note & for additional information on non-recourse long-
term debt of VIES.

Duke Energy Carolinas.

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

Duke Energy Ohio.

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

At December 31, 2009, derivative instruments related to
interast rate risk are categorized as foltows:

Duke Energy.

$45 rillion notional amount of undesignated interest rate
contracts related to Cormmercial Power's wind business and $19
miltian notional amount of cash flow hedges related to Intemational
Energy, as wel! as the notional amounts related fo Duke Energy
Caralinas and Duke Energy Chio below.

Duke Energy Caroiinaé.

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

Duke Energy Ohio.

$250 million noticnal amaount of interest rate fair value hedges
and $27 million notional amount of undesignated interest rate
hedges. :

Volumes

The following tables show infarmation relating to the volume of
Duke Energy and Duke Energy Ohic’s commadity derivative activity
outstanding as of December 31, 2010 and Decamber 31, 2009,
Amounts disclosed represent the notional volumes of commadities
contracts accounted for at falr value. For option contracts, noticnal
amounts include only the delta-equivatert volumeas which represent
the notional volumes times the prebability of exertising the option
based on current prce volatility. Yolumes associated with contracts
qualifying for the NPNS exception have been excluded from the table
below. Amounts disclosed represent the absalute value of notional
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amcunts. Duke Energy and Duke Energy Ohio have netfted
contractual amotints where offsetting purchase and sale contracts
exist with identical delivery locations and times of delivery. Where all
commadity pesitions are perfectly offset, no quantities are shown
below. Fer additional information on noticnal dollar amounts of debt
subject to derivative contracts accounted for at Talr vaiue, see “Inierest

Rate Risk” section above.

Underlying Notional Amounts for Derivative Instruments

Accounted for At Fair Value
Duke Energy
December 31, December 31,
2010 2009
Commodity contracts
Flectricity-enargy (Gigawatt-hours) 8,200 3,687
Electricity-capacity (Gigawatt-months) 58 —
Emission allowances: S0, (thousands
af tons} 8 9
Ernission allowances: NO,, (thousands
of tons) — 2
Matural gas (millions of decatherms) 37 71
Coal {millions of tons) _ 2
Financial contracts
Interest rates (dallars in millions) $1,328 % 366
Duke Energy Chio
December 31, December 31,
2010 2009
Commedity contracts
Electricity-energy (Gigawatt-hours)ia 13,183 10,549
Electricity-capacity (Gigawatt-months) 60 —
Emission allowances: SO, (thousands
af tons} — 1
Emission allowances: NQ, {thousands
of tons) _ 2
Coal (millions of tons) — 2
Financial contracts
Interest rates (dollars in millions) % 277 s 277

(3} Amounts inciude intercompany positions hat eiminale af the consolidated Cuke

Energy lavet.

The following table shows fair value amounts of derivative
contracts as of December 31, 2010 and 2009, and the line itern(s)
in the Censolidated Balance Sheets in which such amounts are
included, The fair values of derivative contracts are presented on a
gross basis, even when the derivative instruments are subject to
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master netling arrangements where Duke Energy nets the fair value of
derivative contracts subject to master netting arrangements with the
same counterparty on the Consclidated Balance Sheets, Cash
coliateral payables and receivables associated with the derivative
contracts hava 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 miltions) Asset  Liability Asset  Liability
Balance Sheet Location .

Derivatives Designated as
Hedging Instruments

Commedity contracts
Current Assets: Other $ — $ — % 1 $ —
Interest rate contracts
Current Assets: Other 5 — 4 -
Investments and Qther

Assets: Other 16 — — —
Current Liabiiities: Other — 13 — 1
Deferred Credits and Other

Liabilities: Other — — — 6

Total Derivatives Designated
as Hedging Instruments $ 21 $13 % 5 $ 7

Derivatives Not Designated
as Hedging Instruments

Commedity contracts
Current Assets: Other $108 $ 54 % 59 $ 1
Investments and Cther

Assets; Other 55 4 59 2
Current Liabilities: Other 75 118 85 232
Deferred Credits and Cther

Liabilities: Other 3 72 44 100

Interest rate contracts
Investments and Other

Assets: Dthera) 680 — — —
Current Lianifities: Jther — 2 — 3
Deferred Credits and Other

Liabilities: Cther — 5 — 4
Total Derivatives Not

Designated as Hedging

Instruments $301 $255 1247 $£342
Total Derivatives $322  $268 $252  $349




PART M

F

S ——1

DUKE ENERGY CORPORATION

¢ DUKE ENERGY CAROLINAS, LLC =

DUKE ENERGY OHIO, INC.  * DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Duke Energy Ohio

{in millions}

December 31, 2010 December 31, 2009

Asset

Liability  Asset

Liability

Balance Sheet Location

Derivatives Designated as
Hedging Instruments

Commodity contracts

Current Assets: Other

Interest rate contracts

Current Assets: Other

Investments and Cther
Assets: Other

Deferred Credits and Other
{iabitities; Other

Total Detivatives Designated
as Hedging Instruments

Detivatives Mot Designated
as Hedging Instruments

Commuodity contracts
Current Assels: Other
Investments and Qther
Assets: Other
Current Liabilities: Other
Defarred Credits and Other
Liabilities: Other
Interest rate contracts
Current Uiabilitiss: Other
Deferred Credits and QOther
Liabiiities: Uther

25

2 11
63

7 ‘26

191

35

Tatal Derivatives Not
Designated as Hedging
Instruments

$190

%169

$234

Total Derivatives

3196

$169

$240

{a) Reiztes o interest raie swaps st Duke Erergy Carolinas.

The following table shows the amaount of the gains and losses
recognized on derivative instruments designated and qualifying as
cash flow hedges by type of dervative contract during the years

ended Decernber 31, 2010 and 2009, and the Consolidated

Statements of Operations ling iterms in which such gzins and losses

are inciuded.
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Cash Flow Hedges — Location and Amount of Pr&Tax Losses
Recognized in Comprehensive [ncome

Duke Energy Year Ended
Decemnber 31,
{in millions} 2010 2009
Location of Pre-tax Gains and (Lasses) Reclassified
from AQC| into Earings®
Commodity contracts
Revenue, non-regulated eleciric, natural gas and other $—  H13
Fuel used in electric generation and purchased )
power-non-regulated 2 (10}
Interest rate contracts
Interest expense (5) (5)
Total Pre-tax Losses Reclassified from AQC! into
Earnings $3) _s28)

(@) Represerts the gains and losses on cash flow hedges previously recorded in AQC!
during the ferm of the hedging relationship and reclassified into earnings during the
current penod.

Year Ended

Duke Energy Ohio
December 31,

{in millions} 2010 2000
Lacation of Pre-tax Gains and (Losses} Reclassified

from AQCI into Earnings®
Commaodity contracts
Reveriue, non-regulated electric and other $—  $(14)
Fuel used in eiectric generation and purchased

power-non-regulated 2 (10)
Total Pre-tax Gains {Losses) Reclassified from AOCI

into Earnings $2 324

(a) Represents the gaing and losses on cash flow hedges praviously recorded in AQOC!
during the term of the hedging relationship and reclassified into earings during the
current period.

Duke Energy's effective partion of gains on cash flow hedges
that were recognized in ACCI during the year ended December 31,
2010 werg pre-tax gains of $2 million, and an insignificant amount
during the year ended December 31, 2009. In addition, there was
o hedge ineffectiveness during the years ended December 31, 2010
and 2009, and no gains aor logses 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 commadity
and interest rate cash flow hedges remains in AOCl and a $14
million pre-tax loss is expected to be recagnized in earnings during
the next 12 months as the hedged transactions cecur.

Duika Energy Ohio. At December 31, 2010, an insignificant
amount of pre-tax deferred nef gains on dervative instruments related
to commaodity cash flow hedges remains in AQCI and an insignificant
amount of these gains are expected to be recognized in eamings
during the next 12 months as the hedged transactions oceur.
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The following table shows the amount of the pre-tax galns and

losses recognized on undesignated hedges by type of derivative

instrument during the year ended December 31, 2010 and the line
itemn{s) in the Consolidated Statements of Operations in which such
gains and losses are included or deferred an the Consolidated

Balanice Shests as regulatory assets or liabilities.

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

Liabilitias
Duke Energy Year Ended
December 31,

(in millions) 2010 2009
Location of Pre-Tax Gains and (Losses) Recognized in

Earnings
Commaodity contracts
Revenue, regulated electric $1 %1
Revenue, non-regulated electric, natural gas and other (38) 1
Fuel used n electric generation and purchased

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

Regulatory Assets or Liabilities
Commodity contracts
Regulatory Asset $ 5 H(48
Regulatory Liability 14 3
Interest rate contracts
Regulatory Asset (1 1
Regutatary Liability® 60 —
Total Pre-tax Gains (Losses) Recognized as

Regulatory Assets or Liabilities $78 (44
{irr millions) 2010 2009
Location of Pre-Tax Gains and (l.osses) Recognized in

Earnings
Cammodity contracts
Revenue, non-regulated electric and oiher 3) 5
Fuel used in electric generation and purchased

power-nan-reguiated 9 10
Interest rate contracts
interest experise {1} (1}
Total Pre-tax Gains Recognized in Earnings® $ 5 514
Location of Pre-Tax Gains and (Losses) Recognized as

Regulatory Assets
Commodity contracts
Regulatory Asset $ 5 $(B0
Interest rate contracts
Reguiatory Asset (1) 5
Total Pre-tax Gains (Losses) Recognized as

Regulatory Assets $ 4 575

ta) Relates to interest rate swaps at Duke Enargy Carclinas.

(b Amounts include intercompany positions that eliminate at the consolidated Duke

Energy level,
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Credit Risk

The Cuke Energy Registrants” principal customers for power arid
natural gas marketing and fransportation services are industrial
end-users, marketers, local distribution companies, municipalities,
ejectic cooperatives and utilities Jocated throughout the ULS, 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 sectar, Where exposed to crediit risk, the Duke Energy
Registrants analyze their counterparties’ financial condition prior to
entering intc an agreement, establish credit limits and moniter the
appropriateness of those limits on an ongoing Lasis.

The Duke Energy Registrants’ industry has historically operated
under negotiated credit lines for physical delivery contracts. The Duke
Energy Registrants frequently use master collateral agreements to
mitigate cettain credit exposures, primarily related o hedging the risks
inherent in its generaticn portfolic. The collateral agreements provide
for a counterparty to post cash or leters of credit to the exposed party
for exposure in excess of an established thresheld. The thrashold
amount represents an unsecured credit imit, determined in
accordance with the corporate credit policy. Collateral agreements
aisc provide that the inability to post collateral is sufficient cause to
terminate coniracts and liquidate all positions.

The Duke Energy Registrants aiso obtains cash, letters of credit
of surety bonds from customers 1o provide credit support outside of
coliateral agreements, where appropriabe, based on its financial
analysis of the customer and the regulatory or contractual terms and
cenditions applicable to each transaction,

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

The following table shows information with respect to derivative
contracts that are in a net liakility position and contain cbjective
credit-rigk refated payment provisions. The amounts 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 pericd,
and the aggregate fair vaiue of additional assets that would be
required o be transferred in the event that cradit-risk-related
contingent features ware trigeered at December 31, 2010.
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Information Regarding Derivative Instruments that Contain Credit-
risk Related Contingent Featuras

Duke Energy
{in mittions}

December 31,
2010

December 31,
2009

Aggregate Fair Value Amounts of
Derivative Instruments in a Net
Liahility Position $148

Collateral Already Posted $ 2

Additional Cash Collatera! or Letters of
Credit in the Event Credit-risk-
refated Contingent Featuras were
Triggered at the End of the
Reporting Pericd

$208
$130

Aggregate Fair Value Amounts of
Derivative Instruments in a Net
Liability Pasitian

Cailateral Already Posted $ 2

Additional Cash Cailateral or Letters of
Credit in the Event Credit-risk-
related Contingent Features were
Triggered at the End of the
Reperting Perind

$208
$130

514 $ 6

Netting of Cash Coffateral and Derivative Assets and Liabilities
Under Master Netting Arrangements,

In accovdance with applicable accounting rules, Duke Energy
and Duke Erargy Ohio offset fair value amaounts (or ameunts that
approximate fair value) recognized on their Consolidated Balance
Sheets related to cash collateral amounts receivable or payabie
against fair value. amounts recagnized for derivative instruments
executed with the same counterpary under the same master netting
agreement. .

At December 31, 2010 and 2009, Duke Energy fad -
receivabies reiated to the right to reclaim cash collateral of )
approximately $2 million and $112 millior, respectivaly, and had
payables related t0 obligations to raturn cash callaterat of insignificant
ameunts that have been offset against net derivative positions in the
Consolidated Baiance Sheets. Duke Energy had coliateral receivables
of $2 miliion and $19 millien under master netling arrangements
that have not been offset against net derivative positions at
December 31, 2010 and December 31, 2009, respectively. Duke
Energy 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
Decemnber 31, 2009.

At Decarnber 31, 2010 and 2009, Duke Energy Obio bad
receivables related to the right to reclaim cash collateral of
approximately $2 million and $112 mitlion, respectively, and had
payabies related to obligations to retum cash collaieral of insignificant
amounts that have been offset against net derivative positions in the
Consoiidated Balance Sheets Duke Energy Ohio had coliatera)
receivables of insignificant amounts and $19 million under master
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retting arrangements that have not been offset against net derivative
positions at Decernber 31, 2010 and December 31, 2009,
respectively, as these amounts primarily represent initial margin
deposits related to New York Mercantiie Exchange (NYMEX) futures
contracts. Duke Energy Chic had cash collateral payables of $3
million under master netting arangements that have ot been offset
against net derivative positions at December 31, 2010 and
insignificant amourtts at December 31, 2009, See Note 15 for
additional information on fair value disclosures related ta derivatives.

15. FAIR VALUE OF FINANCIAL ASSETS AND
LIABILITIES

Under the accounting guidance for fair value, faif value is
considered to be the exchangs price in an orderly transaction
between market participants to sell an asset or transfer a liability at
the measurement date. The fair value definftion 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 1o assume a fiability.

The Duke Energy Regisirants classify recurring and
ron-recurring fair value measurements based on the foliowing fair
value higrarchy, as prescribed by the accounting guidance for fair
value, which prioritizes the inputs to valuation techniques used to
rmeasure fair value info three levels:

Level 1—unadjusted quoted prices in active markets for
identical assets or liabiliies that Duke Energy has the ability to
access. An active market for the asset or liability is one it 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.

Laval 2—a fair value measurement utilizing inputs other than 4
guoted rnarket price that are observable, either directly or
indirectly, for the asset or liability. Level 2 inputs include; but are
riot limited to, quoted prices for similar assets or liabilities in an
active market, quoted prices for identical or similar assets or
lizilities in markets that are not active and inputs other than
quoted market prices that are cbservable for the asset o labitity,
such as interest rate curves and yield curves observable at
commonly quoted intervals, volatiities, 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
unohservable inputs for the asset or liability for more than an
insignificart portion of the valuation. A level 3 measurernent
may be based primarily on level 2 inputs.

The fair value accounting guidance for financial instruments
penmits enfities to elect to measure many financial instruments and

17%




PART II
[a— =
DUKE ENERGY CORPORATION « DUKE ENERGY CARCLINAS, LLC * DUKE ENERGY ORID, INC. * DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

certain other iterns at fair value that are nat required to be accounted
for at fair value under cther 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 fo record at fair value has
been elected. However, in the future, the Duke Energy Registrants
may elect to measure certain financial instruments at fair vajue in
accordance with this accounting guidance.

Valuation methors of the primary fair vaiue measurements
disciosed below arz as follows:

Investments in equity securities.

Investments in equity securities are typically valusd at the
closing price in the principal active market as of the last business day
af the quarter. Principal active markets for equity prices include
nublished exchanges such as NASDAQ and NYSE, Fareign equity
prices are translated from their trading currency using the currency
exchange rate in effect at the close of the principal active market.
Prices are not adjusted to reflect for affer-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 ($1 18 million carrying
value} and $251 million par value ($198 million carying value) as
of December 31, 2010, and December 31, 2008, respectively of
auction rate securities for which an active mariket does not currently
exist. During the vear ended December 21, 2010, $102 million of
these investments in auction rate securities were sold at full par value
plus accrued interest. Duke Energy Carolinas holds $16 million par
value ($12 million carrying value) and $82 million par value ($66
miflicn carrying value) as of Decermber 31, 2010, and December 31,
2009, respectively of auction rate securities. During the year ended
December 31, 2010, $66 millian of thesa investrments 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
luan securities for which substantially all the values are ultimately
hacked by the .S, government. All of these securities were valued as
of December 31, 2010 using Level 3 measuraments. The methads
and significant assumptions used to determine the fair values of the
fvestment 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 to the term over which such
investments 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, 7

There were no other-than-temporary impaiments associated
with investments in auction rate debt securities during the vear ended
December 31, 2013 or 2009. See Note 16 for a discussion of other-
than-lemporary impairmants associated with investiments in auction
rate debt securities during the year ended December 31, 2008.

Investments in debt securities.

Most debt investments (including thase 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 Level 2 measures. If the market for a particular
fixed income security is relatively inactive or illiquid, the measurement
Is a Level 3 measurement. U.5, Treasury debt is typically a Level 1
measurement.

Commaoadity derivatives.

The pricing for commadity derivatives Js primarily a calculated
value which incorporates the forward price and is adjusted for
liquidity (bid-ask spread), credit ar non-performance risk (after
reflecting credit enhancements such as callateral} and discounted to
present value. The primary difference between a Level 2 and a Level
3 measurement has o da with the level of activily in forward markets
for the commodity, If the market is relatively Tnactive, the
measurement is deemed o be a Level 3 measurement. Some
commodity derivatives are NYMEX contracts, which are classified as
Level 1 measurements.

Goodwill and Long-Lived Assets,

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

The foliowing tables provide the fair value measurernent amounts for assets and liabilities recorded cn Duke Energy's Consolidated Balance
Sheets at fair value at December 31, 201C and 2Q09. Derivative amounts in the table below exclude cash collateral amourts which are

disclosad in Note 14,

Total Fair
Value
Amounts at
December 31,
{in milkions) 2010 levell level2  lewl3
Description
frvestments in available-for-sale auction rate securitiestae $ 118 $ — $ —  $11%
Nuclear decommissioning trust fund equity securities® 1,365 1,313 45 é
Muclear decommissioning trust fund debt securitiest® 649 35 573 41
Other long-tern trading and avallable-for-sale equity securitios@ 164 157 7 —
Other long-term trading and available-for-sale debt securitiesteis 221 10 211 —
Derivative assels' 186 21 81 84
Tota! Assets $2703 $1536 $918 249
Derivative fiabifities™ (132) 8 {21} {103)
Net Assets $2,571 $1528  $897 %146
(@} Included in Other within investments and Qther Assets an the Cansolidated Ralance Shests,
(1) See Note 16 for additional information reiated To investments by major security type.
fc) Included in Gther within Current Assets and Other within Investments and Other Assels on the Consclidated Balance Sheets.
{d) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities en the Consolidated Balance Sheets,
Tota) Fair
Value
Amounts at
December 31,
{in miilions) 2009  levell level?2 Lewvel 3
Description
Investments in available-for-sale auction rate securitiesters $ 198 $§ — $ — $198
Nuclear decommissioning trust fund equity securities™ 1,156 1,156 — —
Nugclear decommissioning trust fund debt securities® 609 26 573 —
Cther long-term trading and available-for-sale equity securitiesiit! a6 60 6 —
Other long-termn trading and availzbie-for-sale debt securities@ei 258 32 226 —
Derivative assetsie 120 1 24 95
Total Assets $2407 $1,285 $829 %293
Derivative liabilities™ 217) (112) (35) (70}
et Assets $2,190 $1,173 $794 $223

(a) Included in Other within Investments and Other Assets on the Consolidates! Balance Sheets.

f6) See Note 16 for additional information related 1o investments by major security type,

fe)  Includeg in Dther within Current Assets and Other within Ynvestmerds and Other Assets on the Consolicated Batance Sheets

(d}  Included in Other within Current Liabilities and Other within Deferred Gredits and Other Liabilities on the Consclidated Balance Sheets.
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The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on & 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 MNDTF  Derivatives
Securities Investmenits (nef) Total
Year Ended December 31, 2010
Baiance at January 1, 2010 $ 198 $— $25 $223
Total pre-tax realized or unrealized losses included in earnings:
Revenue, non-regulated electric, natural gas, and ather — — (45) 45
Fuel used in electric generation and purchased power-non-reguiated — — (13) 13)
Total pre-tax gains (losses) included in other comprehensive incame 22 — (1) 21
Net purchases, sales, issuances and settlements (102} 45 - 3) (60)
Total gains included on the Consolidated Balance Sheet as regulatory asset or
tiability or as non-currant ifability — 2 18 20
Balance at December 31, 2010 $ 113 % 47 $(19) %146
Pre-tax amounts ncluded in the Consolidated Statements of Operations related to
Level 3 measurements outstanding at December 31, 2010:
Revenue, non-regulated electric, natural gas, and cther $ — $— $1 § -1
Fuel used in electric generation and purchased power-non-regulated — — — —
Total $ — $— $1 5 1
Year Ended December 31, 2009
Balance at January 1, 200% $ 224 53— $34 %258
Total pre-tax realized ar unrealized gains {losses) included in earnings:
Revenue, non-regulatad electric, natural gas, and other — — (5) (%)
Fuel used in electric generation and purchased power-non-regulated — — 16 16
Total pre-tax (losses) gains included in other comprehensive income (1 — 1 (<)
Net purchases, sales, issuances and settlemant (16) — (7 (23)
Total lasses included an the Consolidated Balance Sheet as regulatory asset or
liahility or as non-current liability — -— (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 autstanding at December 31, 2010:
Revenue, non-regulated electric, natural gas, and other $ — $— F14) % (14
Fuel used in electric generaticn and purchased power-non-regulated — — {12) (12)
Total $ — — $(26) $ (26)
Year Ended December 31, 2008
Balance at January 1, 2008 $ 15 $— $ 8-4% 23
Transfers in to Level 3
Total pre-tax realized or unrealized lasses included in earnings: 285 — —_ 285
Revenue, non-regulated eiectric, natural gas, and other — — (11} an
Fuel used in giectric generation and purchased power-non-regulated — — 96 96
Other income and expense, net (3 — — (2
Total pre-tax losses included in other comprehensive income (43) — {1) (44)
Met purchases, sales, issuances and settlements (30) — 84y (114
Total gains included on the Consolidated Balance Sheet as regulatory asset or
liability or as non-current Hab/lity — — 26 26
Balance at December 31, 2008 $ 224 Fe $34 $258
Pre-tax amounts included in the Consofidated Statements of Operations related to
Level 3 measurements cutstanding at December 31, 2008:
Ravenue, non-reguiated electric, natural gas, and other $ — $— $3 % @
Fuel used in electric generation and purchased pawer-non-reguiated — — 30 30
Other income and expense, net (3) — — (3
Total $ 3 $— $27 3 24
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Duke Energy Carolinas

The following tahles provide the fair value measurement armounts for assets and liabilities recorded an Duke Enetgy Carolinas’ Consalidated
Balance Shests at fair value at December 31, 2010 and Decernber 21, 2009, Amounts presented in the tables below sxclude cash coflateral
amounts

Total Fair Value

Amounts at

December 31,
{in mitions) 2010 Llevell levei? level3

Description ’

Investiments in available-for-sale auction rate securitiestic $ 12 & — $ — £12
Nuclear decommissioning trust fund equity securitiest 1,365 1,313 46 6
Nuciear decammissioning trust fund debt securitieste 649 35 573 41
Derivative assets® 62 1 a1l —
Total assets 2,088 1,349 580 59
Derivative liabilitiese! (1) D — —
Net assets $2,087 $1,348 $680 $59

(a) included in Other within Investments and Cther Assets on the Consolidated Balarce Sheets.

(b} Included in Cther within Curent Assets and Othes within investments and Other Assets on the Consoiidated Balante Sheets.

) See Nota 16 for agditional infarmation related to investments by major securlty type.

() Inchuded in Ctner within Current Liabilities and Gther within Deferred Credits and Cther Ulabiiifies on the Consolidated Balance Sheets.

Tetal Fair Value

Amounts at

December 31,
(in millicns) 2009  levell Llevel2 . level3

Description

Investments in available-for-saie auction rate securitiestio $ 66 $ — % — $66
Nuclear decommissioning trust fund equity securities® 1,156 1,166 — —
Nuclear decommissioning trust fund debt securities®t) 609 356 573 —
Derivative assets® 1 — 1 —
Net Assels $1,832 $1,192 $574 $66

(&) includeq in Otner within Investments and Other Assats on the Corsolidated Balance Sheets.
(%) See Note 16 for additionat information related to investments by major seclrity type.
() Included in Other within Current Assets and Other within Investments and Other Assets on the Cansolidated Balance Sheets,

The following table provides a recenciliation of beginning and ending balances of assets measured at fair value an a tecurdng basis wheta
the determination of fair value includes significant unobservable inputs (Level 2):

Roliforward of Level ‘3 Measurements

Available-for-Sale  Available-for-Sala

Auction Rate NDTF
{in miltions) Securities investmerts  Total
Year Ended December 31, 2010
Balance at January 1, 2010 % 66 $— 4$66
Total pre-tax gains included in other comprehensive income 12 —_ 12
Met purchases, sales, issuances and settlements {66} 45 21
Total gains included on the Consolidated Balance Shest as regulatary asset or liabiiity 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
Total pre-tax unreatized losses included in Other Comprehensive income

$72
(&)

Balance at Cecember 31, 2009

$ 66

Year Ended Decemnber 31, 2008
Balance at January 1, 2008
Total fransfers in to Level 3

Total pre-tax unrealized losses included Tn Cther Comprehensive income
Balance at December 31, 2008 '

Duke Energy Ohio

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

amaunts which are disclosed separately in Note 14.

ﬁEI_‘Fair Value

Amounts at
December 31,
{in millians) 2010 Levell Llevel2 Level3
Description
Derivative assatst % 59 $20 $6 %33
Darivative liakilities® (32} (7) (5) (2Q)
Net Assets $ 27 $13 $1 $13
{a}  Included in Other within Current Assets and Gther within Investmenits and Other Assets on the Consolidated Balance Sheets.
{h) Included in Othar within Current Liabilities and Other within Deferred Credits and Gther Liabilities on the Consolidated Balance Sheets.
Total Fair
Value
Amounts at
December 31,
(in millions) 2009 Llevall Lleval2 level3
Description
Derivative assatsle $ 3% 3F 1 $3 %32
Derivative liabilities® (1460 (112) @ @5
Nat {Liabilities} Assets $OLLD)  $(11) 36 3 7

(&) Included in Other within Current Assets and Other within Investments and Other Assets on the Consclidated Balance Sheets.
(b] Included in Other within Current Liabilities ard Other within Deferred Credits and Gther Liabilities on the Consolidated Balance Sheets.
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The following table provides a recanciliation of beginning and ending balances of assels measured at falr value on a recuring basis whera
the determination of fair value includes significant unckservable inputs (Level 3)%

Roliforward of Level 3 Measurements

Derivatives
(net)
Year Ended December 31, 2010
Balance at January 1, 2010 $ 7
Total pre-tax realized or unrealized gains (losses) included in earmings: ‘
Revenug, non-regulated electric and other 8
Fuel used In electric generation and purchased power-nen-regulated (12)
Met purchases, sales, issuances and settlements - 8
Total pre-tax losses included in other comprehensive income ' (1)
Total gains included on the Consolidated Balance Sheet as regulatory asset ar liability ar as ran-current liability "3
Balance at December 31, 2010 $13
Pre-tax amounts included in the Consolicated Statements of Operations related ta Level 3 measurements outstanding 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) gaips included in earnings:
Revenue, non-regulated electric and cther (6
Fuel used in electric generation and purchased power-nan-regulated 16
Tota! pre-tax gains included in other comprehensive income 1
Net purchases, sales, issuances and settlements 6
Totai losses included on the Consolidated Balance Sheet as regulatary asset or liability of as non-current liability (18
Balance at Decernber 31, 2009 $ 7
Pre-tax gmounts included in the Consolidaied Statements of Operatians related to Level 3 measurements cutstanding at Decernber 31,
2009;
Fuel used in electric generation and purchased power-non-regulated (12)
Tatal N e
Year Ended December 31, 2008 :
Balance at January 1, 2008 $(22)
Total pre-tax realized or unrealized gains (losses) included in earings:
Revenue, non-regulated electric and other (1)
Fuel used in electric generation and purchased power-non-regulated 96
iNet purchases, sales, issuances and settlements (63)
Tota! losses included on the Consoiidatad Balanca Sheet as regulatory asset or liability or as non-current liability {2}
Balance at December 31, 2008 3 8
Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 measurements outstanding at December 31,
2008:
Revenue, non-regulated electric and other $ 7
Fuel used in electric generation and purchased power-nan-regulated 30
Total $ 37

DUKE ENERGY CORPORATION / 2010 FORM 10-K 181




PART I

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

Combined Notes to Consolidated Financial Statements — (Continued)

Duke Energy Indizna

The following tatles provide the fair value rmeasurement amaounts for assets and fiabilities recorded on Duke Energy Indiana’s Consolidated
Ralance 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 millions) ’ 2010 levell Level? lavel3
Description
Available-for-sala equity securitiesed $47 $47 F— $—
Available-for-sale debt securitiesteld 26 — 26 —
Derivative assats® 4 — — 4
Total Assets 77 a7 26 4
Derivative liabilitiest {2) — (2) —_
Net Assets $75 $47 $24 $4
{a} Included in Cther within Investments and Cther Assets on the Consolidated Balance Sheats.
(&) Inciuded in Other within Current Assets on the Consolidated Balance Sheets.
{c} Included in Cther within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consclidated Balance Sheets,
{d) See MNote 16 for additional information related to investments by major security typa
Total Fair Value
Amounts gt
. Decembey 31,
(in millions) 2009  levell Llevel2 Level3
Description
Available-for-sale equity securitieslie 542 $42 $— $—
Available-for-sale dabt securitiest@ie 28 — 28 —
Derivative assetsi® 4 — — 4
Total Assets 74 42 28 4
Derivative fiabilities® (2) — {2} —
Net Assets $72 $42 $26 34

la) Incuded in Other within Investments and Other Assets on the Consclidated Balance Shests.

{b} Included in Other within Current Assats on the Consalidated Balance Sheets.

{e}  Included in Othar within Currarit Liabilites and Other within Deferred Credits and Other Liabilities on the Consclideted Balance Sheets.
{dt See Note 16 for additional information related o investments by majar security type.
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The following tahle provides a reconcifiation of beginning and ending baiances of assets measured at fair value on a recuriing basis where
the determination of fair value includes significant unobservable inputs {Level 3):

Roliforward of Level 3 measurements

Derivatives
{in millions) (net)
Year Ended December 31, 2010
Balance at January 1, 2010 $ 4
Net purchases, sales, issuances and settlements (15)
Totel gains inclyded on the Consolidated Balance Sheet as regulatory agset or liability or as current or non-current Fability 15
Balance at Decermber 31, 2010 $ 4
Year Ended December 31, 2009
Balance at January 1, 2009 $ 10
Net purchases, saies, issuances and settlements (@)
Tetal grins inchuded on the Consolidated Balance Sheet as reguiatory asset or Hability or as current or non-current Hiability 3
Balance at December 31, 2009 $ 4
Year Ended Decernber 31, 2008 .
Balance at January 1, 2008 $ — I
Net purchases, saies, issuances and seitlements (17)
Total gains included on the Consolidated Balance Sheet as regulatery asset or Hiability or as current or ron-current liability 27 :
Balance at December 31, 2008 %10 |

Additional Fair Value Disclosures - Long-term debt:

The fair vahe of financial instruments, exchiding financial assets and certain financial liabilities included in the scope of the accounting |
guidance for fair value measurements disciosed in ihe tables above, is summarized in the foliowing table. Judgment is required in Interpreting
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 Registranis could have seftled in current markets,

As of December 31, 2010

Duke Energy
Duke Energy - Carolinas Duke Energy Ohic  Duke Energy Indiana
Book Approximate  Book Approximate  Book Approximate — Book Approximate
(in millions} Value  FairValue Value  FairValue Value  FairValue Value  Fair Value \
Long-term debt, including current maturitieste? $13,210 $19,484 $7,770 $8,376 $2,564 $2,614 $3472 $3,746

(a) Includes Non-recourss long-term debt of varizble interest entities of $976 million for Duke Energy and $300 million for Duke Energy Carolinas,

As of December 31, 2009

Duke Energy
Duke Energy Carolinas Duke Energy Ohio  Duke Energy Indiana
Book Approximate Book Approximate  Book Approximate' Book Approximate
{in miilions) Value  FairValue \Value FairValue Value fairValue Value  Fair Value
Long-term debt, including current maturitieste? $17,015 $16,899 %7666 $7.312 %2592 $2,529 $3,090 $3,239

a} Includes Mon-recourse long-term debt of variable interest entities of $381 million for Duke Energy and $300 million for Duke Energy Carclinas.

At bath December 31, 2010 and December 31, 2009, the fair instruments and/or because the stated rates approximate rmarket

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 measurernents for
held in trust at Duke Energy Ohio, are not materially different from investments that support Ouke Energy's qualified, non-qualified 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 EQUITY 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 cther investments are classified as trading securities and
are reported at fair value in the Consolidated Balance Sheets with net
realized and unrealized gains and losses included in earnings each
pericd. All other investments in debt and equity securities are
classified as available-for-sale securities, which are also reported at
fair value on the Consolidated Balance Sheets with unrealizeg gains
and Iosses exciuded from eamings and reported either as a regulatory
assef or liability, as discussed further below, or as a component of
other comprehensive income until realized.

Tradling Securities. Duke Energy holds investments in debt and
equity securities in grantar trusts that are associated with cerfain
deferred compensation plans. At December 31, 2010 and
December 31, 2003, the fair value of these investments was $29
million and $33 million, respectively. Additionally, at December 31,
2010 Duke Energy held Windstream Corp. equity securities, which
wera received as proceeds from the sale of Duke Energy’s equity
invastment in G-Cormm during the fourth quarter of 2010 (see note
3). The fair value of these securities at December 31, 2010 was $87
million. Duke Energy subseguently sold these securities in the first
quarter of 2011, The szle did not result in a material gain or ioss.

Available for Safe Securifies. Duke Energy’s available-for-sale
securities are primarily comprised of investments held in the NOTF at
Duike Energy Carolinas, investrents in a grantor trust at Duke Energy
Indiana related fo other post-retirement benefit plans as required by
the IURC, Duke Energy captive insurance investment portfolic and
investments of Duke Energy and Duke Energy Carolinas in auction
rate debt securities. The fnvestments withitt the Duke Energy
Carolinas NDTF and the Duke Energy Indiana grantor frust 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 investments. Since day-io-day investment decisions, including
buy and sell decisicns, are rnade by the investment manager, the
abllity 1o hold investments In unrealized loss positions is outside the
control of Duke Energy Caralinas and Duke Energy Indiana.
Accordingly, all unrealized losses associated with equity securities
within the Duke Energy Cardlinas NDTF and the Duke Energy
fndiana grantar trust are cansidered other-than-temporary and are
recognized immediately when the fair value of individual Investments
i5 less than the cost basis of the investment. Pursuant fo regulatory
accounting, substantially ali unrealized losses associated with
investrments in debt and equity securities within the Duke Energy
Caralinas NOTF and the Duke Energy Indiana grantor trust are
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deferred as a reguiatory asset, thus there is no immediate impact on
the earnings of Duke Energy Carolinas and Duke Energy Indiana as a
result of any other-than-temporary impairments that would otherwise
be required to be recognized in eamings. For investments in debt and
equity securities heid in the captive insurance investment partfolio
and investments in auction rate debt securities, unrealized gains and
losses are included in other comprehensive income until realized,
unless it is determined that the carrying value of an investment is
otherthan4emporarly impaired, at which time the write-down 1o fair
value may be included in earmings based on the ¢riteria discussed
below.

For available-for-sale securities outside of the Duke Energy
Carolinas NDTF and the Duke Engrgy Indiana grantor trust, which
are discussed separately abave, 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
otherthan-temporary includes, but is not limited to, the length of time
aver which the market value has been lower than the cost hasis of
the Investment, the percentage decline compared 1o the cost of the
investrment and management's intent and ability 0 retain its
investment in the issuer for 2 period of time sufficient to ailow 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 o 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 nct that management will be reguired to seli the debt
security before the recovery of its cost basis, the impairment write-
down to fair value would be recorded as a component of other
comprehensive income, except for when it is determined that a credit
loss exists. In determining whether a cradit loss exists, management
considers, amang other things, the length of time and the extent o
which the fair value has been less than the amortized cost basis,
changes in the financiai condition of the issuer of the security, or in
the case of an asset backed security, the financial candition of the
undeslying loan obligors, consideration of underiying collateral and
guarantess of amounts by government entities, ability of the issuer of
the security to make scheduled interest or principal payments and
any changes to the rating of the security by rating agencles. 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 earnings, and the amount attributable to all
other factors, which would be recognized in other comprehensive
income. Since management believes, based on consideration of the
criteria above, that no cradit loss exists as of Decemnber 31, 2010
and 2009, and managament does not have the itant to sell such
investments in auction rate debt securities and the investments in
debt securities within its captive insurance investment portfolio, and it
is hot more likely than not that management will be required to sell
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these securities before the anticipated recovery of their cost basis,
management conciuded that there were na 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 insurance investments were
reflected as a component of other cornprehensive income in 2010
and 2009. Howevar, duting the year ended December 31, 2008,
Duke Energy recorded a pre-tax impairment charge to sarmings of
appraximately $13 miliion related to the credit risk of certain
investments including auction rate debt securities. The remaining
changes in fair value of invesirnents in auction rate debt securities
and captive insurance investments in 2008 were considered
temporary and were reflected as a component of ather
comprehensive income. See Nate 15 for additiona! information
related to fair value measurements for investiments in auction rate
debt securities that were not part of its NDTF or captive insurance
investrnent portfolio.

Management will centinue to mahitor the carrying value of its
entire portfolio of investments in the future to determine if any
additional other-than-temporary impairment losses should be
recorded.

Irvestments in debt and equity securities are classified as either
short-term investments ar long-term investments based on
managernent's intent and ability to sell these securities, taking into
cansideration liguidity Tactors in the current markets with respect to
certain short-term investments that have historically provided for &
high degree of liquidity, such as investments in aviction rate debt
securties.

Short-term investments.

During the year ended December 31, 2010 and 2003, there
WETE ND PUIENases or sales of shom-lerm 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 Energy indiana grantor trust and the
captive insurance investment portfclio as iong-term. Additionaily,
Duke Energy has classified $118 million carmying value ($149
million par value) and $198 million carnying value ($251 milion par
value) of investrments in auction rate debt securities as long-term at
December 31, 2010 and 2009, respectively, due to market illiquidity
factors as a result of continued failed auctions. All of these
investments are classified as available-for-sale and, therefore, are
reflected on the Consolideted Balance Shests at estimated fair value
based on either quoted market pricas or management’s best estimate
of fair value based on expected future cash flow using appropriate
risk-adjusied discount rates. Since management does not intend o
use these investments in current operations, these investments are
classified as long-term.

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

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

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

Unrealized  Unrealized Estimated  Unrealized  Unrealized  Estimated
Holding Holding Fair Halding Holding Fair
Gainsi Lossesla! Value Gaingta Lossesta Value
Equity Securities $481 i(1e) $1,435 %337 $ 30 %1216
Corporate Delt Securities 12 i3 270 14 (2 256
Municipal Bonds i )] 69 2 2 83
.8, Government Bondds 10 {1 235 11 {1} 290
Auction Rate Debt Securities — {31) 118 — (53} 198
Other ) 11 5 274 18 (18} 211
Total long-term investments $515 ${65) $2,401 $382 $112) $2,204

(a) The table above includes unrealized gains and losses of $505 million and $32 million, respectively, at December 31, 2010 and unrealized gains and losses of 3372 million and 356
rillion, respectively, at December 31, 2009 associated with investments heid in the Duka Energy Carclinas NDTF. Additionally, the table above includes urrealized gains of $6 million
and an insignificant amount of Lnrealized losses, respectively, at December 31, 2010 and unrealized gairs of $1 mifien and an Insignificant amoyuat of wnrealizad losses, respectively, at
December 31, 2009 associated wilh investments held in the Duke Energy Indiana grantor trust. As discussed above, unraalized losses on investments within the NDTF and Duke Energy
Inciana grantor tust are defered a5 a regulatory asset pursitant 1o regulatony accounting treatment.
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For the years ended December 31, 2009 and 2008, a pre-tax gain of $7 millior and a pre-tax loss of $1 million, respectively, were
reclassified out of AQCI into earnings.

Debt securities hald at December 31, 2010, which excludes auction rate securities hased on the stated maturity date, mature as follows:
$24 million in less than one year, $171 million in one to five years, $186 million in six to 10 years and $456 million thereatter.

The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized loss position for which
cther-than-temporary Impairment losses have not been recorded in the Consalidated Staterment of Dperations, surmimarized 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
2008,

As of December 31, 2010 As of December 31, 2009
Unrealized Unrealized Unrealized Unrealized
Estimated Loss Loss  Estimated Lass Loss
Fair Position Pasition Fair Position Position
Valuela >12 months <12 months Valueta >12 months <12 months
Equity Securities $ 85 (1) 3 (5 $164 $ 7N $(23)
Carparate Debt Securities 73 (2} (2} 33 — (2)
Municipal Bonds 42 8 ) 59 — (8
1.5, Government Bonds 38 — (1) 93 {1 —
Auction Rate Debt Securities®? 118 {31) — 198 (53} —
Other ) 24 114 3} 51 (15} (33
Total iong-term investments $440 $(53) $(12) $603 $(76) $(36)

() The table above includes fair values of $226 million and $298 million at December 31, 2010 and Decernbar 31, 2009, respectively, associated with investments heid in the Buke

Energy Carclinas NDTF. Additionafly, the table above inchdes fair values of 85 millian and $27 million at December 31, 2010 and December 31, 2009, respectively, associated with
investrnents hetd i the Duyks Energy Indiana grantor trust.

(b} See Note 15 for information about fair value measurements related to investments in auction rale debt securities.

Duke Energy Carolinas

December 31, 2010 December 31, 2008

Gross Gross (3ross Gross
Unrealized  Unrealized Estimated Unrealized  Unrealized  Estimated
Holding Holding Fair Helding Helding Fair
Gains Losses Value Gains Losses Value
Fquity Securities $475 $(16) $1,365 $336 27y $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 i1 (1 253
Auction Rate Debt Securities — 3 12 — (16) 66
Other 9 [ty 155 16 (18) 100
Total leng-term investments $505 $(35) $2,026 $374 $72)  $1,831

For the years ended December 31, 2010, 2009, and 2008, there wera no gains reclassified out of AOC! into gamings.
Debt securities held at December 31, 2010, which excludes auction rate securities based on the stated maturity date, mature as foliows:
$29 million in less than one year, $126 mitlion in one to five years, $145 million in six to 15 years and $349 million thereafier,
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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 not been recorded, summarized by investment type and length of time that the securifies have
been in & continuous loss position, are presénted in the table beicw as of Decamber 31, 2010 and Decernber 31, 2009.

As of December 31, 2010 As of December 31, 2008
Unrealized Unrealized Unrealized {nrealized
Estimated Loss Loss  Estimated Loss Loss
Fair Pasition Pasition Fair Position Pasition
Value >12months <12 months Value  =»12 menths <12 months
Eqquity Securities $79 (11) $ (5 $145 $ (4 $23)
Corporate Deht Secutrities 59 (2) (1) 27 — (2)
Municipal Bonds 28 8) (1) 32 — {8)
.S, Government Bonds 33 — — &4 {1y —
Auction Rate Dabt Securitisst 12 3) — 66 (16) —
Other 27 {1} (3} 30 (16) 2)

Total long-term investments $238 $(25) $(10 $364 $(37) $(35)

fa} See MNote 15 for informalion about fair value measurements related to invesiments in auction rate debt securities.

Duke Energy [ndiana

December 31, 2010 Decemier 31, 2009

Gross Gross Gross Gross
Unrealized  Unrealized Estimated  Unrealized  Unrealized  Estimated
Holding Hoiding Fair Holding Holding Fair
Gains Losses Value Gains Losses Value
Equity Securities $6 $— $47 F— $— $42
Municipal Bonds — — 26 1 — 27
Diher — — S — — 1
Total long-term invesiments 56 $— %73 %1 $— %70

Debt securities held at December 31, 2010 mature as follows: $1 millton in less than one year, $1% million in one to five years, $8
rmibion in six 1o 10 vears and $2 million thereafter.,

At Duke Energy indiana, as of Decernber 21, 2010 and December 31, 2003, $14 miilion and $27 million, respectively, camying value of
available-for-sale equity and debt securities were in an insignificant unrealized loss position for which otherthan-temporary impainent losses
have nat 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 to 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
relationship of voting power to the amount of equity invested in an entity. This analysis is performed either upon the creation of a iegal entity or
upon the occurrence 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 defermines the party that consolidates a VIE based on what party has the power to direct the mest
significant activities of a legal entity that impact ts economic petformance as well as what party has rights to receive benefits or Is obligated to
absorb Insses that are significant to the VIE. The analysis of the party that consolidates a VIE is a continual regssessment.

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

The table helow shows the ViEs that Duke Enetgy and Quke Energy Carslinas consolidate and how these entities impact Duke Energy's
and Duke Energy Carolinas' respective Consolidated Balance Shests. All entlties listed in the table below are cansclidated by Duke Energy, while
only DERF is consolidated by Duke Energy Camlinas. None of these entities is consolidated by Duke Energy Ohio or Duke Energy Indiana.

No financial support was provided ta any of the consclidated VIEs during the years ended December 31, 2010 and 2009, respectively, o
is expected o be provided in the future, that was not previcusly contractually required,

{in milfions}

Cinergy Totai
Recelvables DERF CinCapV Renewables Other Duke Energy

At December 31, 2010

VIE Balance Sheets
Restricted Recelvables of VIEs $629 $637 $ 12 $ 20 $ 4 $1,302
Cther Current Assets — — 4 282 8 294
Intangibles, net - - — 13— 13
Restricted Other Assets of VIES — — 76 {2) 65 139
Cther Assets — —_— 23 — — 23
Property, Plant and Equipment Cost, VIES — —_ — 892 50 942
Less Accumulated Depreciation and Amertization — — — (26} (29 (55]
Other Assets —_ — — 24 (3 21
Total Assets 629 637 115 1,203 95 2,679
Accounts Payable - — 2 3 a
Naon-Recourse Notes Payabla 216 — — _— — 216
Taxes Acgrued - — — 1 —_ 1
Current Maturities of Leng-Term Debt —_ —_— 9 45 7 =1
Other Current Liabilities — —_ 5 16 — 21
Non-Recourse Long-Term Dabt — 300 71 518 87 976
Defered Income Taxes — —_ — 191 —_ 191
Asset Retirernent Obligation —_ —_ — 12 — 12
Other Liabilities — —_— 22 4 — 26
Total Liabilities 216 300 107 789 96 1,508
Noncontrofling interests — — — — 1 1
Net Duke Energy Corporation 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 Erergy Indiana sell on a revolving basis at a discount,
nearly ail of their customer accounts receivable and related collections
to 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 receivabies are used as collateral for commercial
paper issued by the unrelated third pardies. These loans provide the
cash portion of the proceads paid by Cinergy Receivables to Duke
Energy Chio, Duke Energy Kentucky and Duke Energy indiana, The
proceeds obfained by Duke Energy Ohio, Duke Energy Kentucky and
Duke Energy Indiana from the sales of receivables are cash and a
subordinated nete from Cinergy Receivables {(subordinated retained
interest in the sokd receivables) for & portion of the purchase price
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{typically approximates 25% of the total proceeds). The amount
borrowed by Cinergy Recelvables 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. Bomowing 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 refained interests
held by Duke Energy Ohio, Duke Energy Kentucky and Duke Energy
Indiana. The discount on the receivables reflects interest expense plus
an allowance for bad dehts net of a servicing fee charged by Duke
Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana. Duke
Energy Chio, Duke Energy Kentucky and Duke Energy Indiana are
responsible for the servicing of the receivables (collecting and
applying the cash 1o the appropriate feceivabies). Depending on the
experianca with collections, additional equity infusions to Cinergy
Receivabies may be requirsd to be made by Duke Energy in arder to
rraintain a minimum equity balance of $3 million. The amount
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homowed fluctuates based on the amount of receivables sald, The
debt is short-term because the facility has an expitation date of less
than one year from the balance sheet date. The current expiration
date is Oclober 2011,

As noled above, Cinergy Recelvables is required to maintain a
minimum net werth of $3 milion. 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 wera no equity infusions by
Duke Energy in 2008. The net worth deficiencies were partially
attributable to the economic downturn starting in 2008 having a
negative impact on custormers’ ability to pay their utility bills, Cinergy
Receivables, Duke Energy Ohio, Duke Energy Kentucky and Dike
Energy Indiana continue to monitor arreatages to determine whether
an ather-than-tempotary impairment of recelvables has occurred.

Cinergy Receivables is considerad a VIE because the equity
capitalization is insufficient to support its operations, the power o
direct the most significant activities of the entity are not performed by
the equity hoider, 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 managerment of delinguent
receivables. These decisions, as well as the requirement to 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,
asg discussed in Note 1, effective January 1, 2010, Duke Energy
hegan consolidating Cinergy Receivables. Neither Duke Energy Ohio
or Duke Energy Indiana cansolidate Cinergy Receivables.

Prior to the cansolidation of Cinergy Recaivables by Duke
Energy, Duke Energy's Consolidated Balance Sheets reflected the
retained interest in the accounts receivable transferred 1o Cinergy
Receivables as Receivables and its equity in Cinergy Receivatles
within Investments in Equity Method Uniconsolidated Affitiates, The
retained interest balance of $340 million at December 31, 2009 has
been reclassified to Restricted Receivables of Variable Interest Entifies
on Duke Energy’s Consclidated Balance Sheets to conform to current
year presentation.

DERF.

Duke Energy Carolinas securitizes certzin accounts receivable
through DERF, a bankruptcy remaote, special purpese subsidiary.
DERF is a whaily-owned limited (fability 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 Carolinas. As a result of the securitization, on a daily hasis
Duka Energy Cardlinas sells certain actounts recevahle, arising fram
the sale of electricity and/or related services as part of Duke Energy
Carclinas’ franchised electric business, to DERF. In order o fund its
purchases of accounts receivabie, DERF has a $300 million secured
credit faciity with a cormmercial paper conduit, which expires in
August 2012, Duke Energy Carolinas provides the servicing for the
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receivables {collecting and applying the cash to the approptiate
receivables). Duke Enargy Carolinas’ borrowing under the credit
facility is imited to the amount of qualified receivables sold, which
has been and is expected 1o be in excess of the amount borrowed,
which is maintained at $300 million, The debt is ¢lassified as long-
term since the tacility has an expiration date of greater than one year
from the balance sheet date.

The ohligations of DERF under the facility are non-recourse to
Duke Energy Carglinas. Duke Energy and its subsidiaries have ro
requirement to provide liguidity, purchase asssts of DERF or
guarantee performance. DERF is considered a VIE because the equity
capitalization is insufficient to support its operations. If deficiencies in
the net worth of DERF ware fo oceur, those deficiencies would be
cured through funding from Duke Energy Caralinas. In addition, the
most significant activity of DERF relates to the decisions made with
respect to the management of delinguent receivables. Since those
tecisions are made by Duke Energy Carolinas and any net worth
deficiencies of DERF would be cured throtigh funding from Duke
Energy Carciinas, Duke Energy Carolinas met the accounting
requirements to consolidate DERF effective January 1, 2010.

As DERF has historically been consclidated ty Duke Energy
Carciinas, the adaption of the new accounting rules related to VIES
effective january 1, 2010 had no significant impact on Duke Energy
Caroiinas’ Consolidated Financial Staternents.

Sea Note 6 for further information.

CinCap V.

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

tn addition to the amounts included in the above tabie for the
year ended Decemnber 31, 2010, CinCap V was also consalidated by
Duke Energy for the year ended Decernber 31, 2009 and included,
$94 million of nctes receivable which are included on the
Consolidated Balance Sheets at December 31, 2009, Of this
amount, $8 million is Included in Receivables an the Consolidated
Balance Sheets and $86 million s included in Restricted Assets of
Variabla Interest Ertities an the Cansalidated Balance Sheets at
Decermnber 31, 2009, Alse, $82 million of non-recourse debf was
included on the Consclidated Balance Shests, of which $8 milfion is
included in Current Maturities of Long-Term Debt on the Consolidated
Balance Sheets and $81 mitfion is included in Non-Recourse Long-
Term Debt of Variable Interest Entities on the Consolidated Balance
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Sheets at December 31, 2009. In addition, miscellaneous other
assefs and liabilities are included on Duke Energy’s Consoiidated
Balance Sheets at December 31, 2009,

CinCap V has a note receivable with one countemarty whose
credit rating is BBB+. The cash fiows from the note receivable s
designed to repay debt. The note receivable, with a balance of $85
million and $94 million at December 31, 2010 and 2003,
respectively, bears an effective interest rate of 3.23% and matures in
December 2016. :

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

CinCap V's debt was obtained frorn a kank and is non-recourse
to the general credit of Duke Energy. Duke Energy and its subsidiaries
have no requirement to provide liquidity, purchase 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
loan agreement for $325 miliion. The collateral for this foan is a
group of five renewable energy facilities located in Yyoming,
Colorado and Pennsylvania. Alsa, as discussed in Note 6, in
December 2010, Top of the World Wind Energy LLC, a subsidiary of
DEGS and an indirect wholly-gwned subsidiary of Duke Energy,
entered into a long-ter loan agreement for $193 million principal
amount matuting 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 |, LLC, a subsidiary of
DEGS and an indirect wholly-owned subsidiary of Duke Energy,
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entered into a long-term note purchase agreement for $45 million.
The collateral for this note purchase agreement is substantially all of
the assets of the TX Solar photovoltaic energy Tacility.

These renewahle ensrgy facilities are VIES due to power
purchase agreements with terms that approximate the expected life of
the projects. These fixed price agreements sffectively transfer the
commedity 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 performance of these
renewable energy facilities were the decisions associated with the
siting, negotiation of the purchase power agreement, enginesring,
procurement and construction, ali of which were made solely by
Duke Energy.

The debt is non-recourse to the general credit of Duke Energy.
Duke Energy and its subsidiaries have no requirement to provide
liquidity, purchase the assets of these renewable energy facilities or
guarantee performance except for a Green Frontier Windpower, LLC
$37 miilion multi-purpose letter of credit, Top of the World Wind
Erergy, LLC's debt service reserve and operations and maintenance
resenve guarantees with liability caps of $11 millian and $10, million
respectively and a TX Solar I, LLC $2 million debt service reserve
guarantee. The assets are restricted and they cannot be pledged as
collateral or sold to third parties without the pricr 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 particutar on-site
nower generation antities because Duke Fnergy has the power to
direct the majorfty of the most significant activities, which, mast
natably involve the oversight of operation and maintenance related
activities that impact the economic performance of these enfities.
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NON-CONSOLIDATED VIES

The tabie below shows the VIEs that the Duke Energy Registrants do not consolidate and how these entities impact Duke Energy's, Duke
Energy Chio’s and Duke Energy Indiana's respective Consolidated Baiance 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-conselidated VIES related to Commercial Power's renewables business and other
PEGS’ businesses are reflected anly 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-consalidated VIES on any of the Duke Energy

Registrants’ Consolidated Financial Statements.

Cinargy

Cinergy

Receivables- Receivables-
Duke Energy  Ouke Enargy Total
Ohio Indiana  DukeNet Renewables  Otfer  Eliminations  Duke Energy

At December 31, 2010
Consglidated Balance Sheets

Receivables $216 $192 $ — $— $ — $(408) $ —
investmants in equity method unconsolidatad :
affiliates — — 137 95 23 — 2585
Intangibies -— — — — 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 — 31
Net Duke Energy Corparation Shareholder’s ‘
Equity $216 $192 $137 $95 $111 ${408) $343

No financial support that was nof previously contractually
reguired was provided to any of the unconsolidated VIEs during the
year ended December 31, 2010, or is expected to be provided in the
future.

With the exception of the power purchase agreement with the
Ohio Valiey Electric Corporatfdn (QVEC), which is discussed below,
and various guarantees, reflected in the table above as “Deferred
Crediits 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 Note 1, Cinergy Receivables is
consolidated onfy by Duke Energy. Accordingly, the retained interest
in the sold receivables recorded on the Consolidated Balance Sheets
of Duke Energy Ohio and Duke Energy indiana are eliminated in
consolidation at Duke Energy.

The proceeds obtained from the sales of receivables are largely
cash but do include a subordinated note from Cinergy Receivables for
a porticn of the purchase price-(typically approximates 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 Chio, and $192 million and $146
million at December 31, 2010 and December 31, 2009,
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respectively, for Duke Energy Indiana, is subordinate to senior [ozns
that Cinergy Receivables ottains from commercial paper conduits
controlled by unrelated financfal 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 Ohic's and Duke Energy Indiana's Consolidated Balance
Sheets at December 21, 2010 and December 31, 2009. The
retained interests reflected on the Consclidated Balance Sheets of
Duke Energy Ohio and Duke Energy Indiana approximate fair value,
The carrying values of the retained interests are datermined by
allecating 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 rate
of 2.7% and a receivable turnover rate of 12.6%. The key
assumptions used in estimating the fair value for Duke Ensrgy
Indiana in 2010 were an anticipated credit loss ratic of 0.5%, a
discount rate of 2.7% and a receivable tumover rate of 10.2%.
Because the receivables generally turnover in less than two months,
credit losses are reasonably predictable due 1o the broad customer
base and lack of significant concentration, and the purchased
beneficial interest {equily in Cinergy Receivables) is subordinate 1o ail
tetained interests and thus would absorb losses fivst, the allocated
basis of the subordinated nates are not materially different than their
face value. The hypothetical effect on the fair value of the retained
interests assurming bath a 10% and a 20% unfavarable 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
to Duke Energy Ohio, 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
ailocated basis and the face value are nearly equivalent. An
impairment charge is recorded against the carrying value of both the
retained interests and purchased heneficial interest whenaver it is
determined that an other-than-temporary impairment has oceurred.

The following table shows the gross and net receivables sold,
retained interests, sales, and cash flows during the years ended
December 31, 2010, 2002 and 2008, respectively:

Duke Energy Ohio  Duke Energy Indiana

Receivables sold as of
December 31, 2010 $373 $284
Less: Retained interests 216 192

Net receivables sold as
of December 31, -
2010

$157 $ 92

Duke Energy Chic Cuke Energy Indiana

Receivables sold as of
December 31, 2002 $376 $243
tess: Retained interests 163 146

Met receivables sold as
of December 31,

2009 $183 $ 97
Duke Energy Ohio  Duke Energy Indiana

Receivables sold as of
December 31, 2008 3473 $225

Less: Retained interests 174 117

Net receivables sold as
of December 31,

2008 $299 $108
Duke Energy Ohio  Duke Energy Indiana
Year Ended December 31,
2010
Sales
Receivahies sold $2,858 $2,537
Loss recognized on sale 26 17
Cash flows
Cash proceeds from
receivables saold $2,809 $2,474
Collection fees received 1 1
Return received on retained
interests 15 13
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Duke Energ%hio Duke Energy Indiana

Year Ended December 31,

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

receivables sold $3,063 $2,353
Collection fees received 2 : 1
Return received on retained

interests i5 12

Duke Energy Chio Duke Energy Indiana

Year Ended December 31,

2008
Saies
Receivables scld $3,316 $2,401
L.oss recognized on sale 38 22
Cash flows
Cash proceeds from '

receivables sold $3,276 $2,389
Caliection fees received 3 —
Return received on refained

interests 21 15

Cash flows from the sale of receivakiles are reflected within
Operating Activities on Cuke Energy Onio's and Duke Energy
Indizna’s Consolidated Staterments of Cash Flows. '

Collection fess received in connection with the servicing of
transferred accounts receivable are included in Operation,
Maintenance and Other on Duke Energy Ohic’s and Duke Energy
Indiana's Consolidated Statements of Operations.

The loss recognized on the sale of receivabiles is calcuiated
monthly by multiplying the receivables sold during the month by the
required discount which is derived monthly utilizing a three year
weighted average formuta that considers charge-off history, late
charge history, and turnover 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 meney, is calculated monthly by
summing the prior month-end LIBOR plus a fixed rate of 2.29%.

DukeNet.

As discussed in Note 3, on December 20, 2010, Duke Erergy
sold a 50% ownership interest in CukeNet to Alinda for a net gain of
$139 million. The saie resuited in DukeNet becoming a joint venture
with Duke Energy and Alinda each owning a 50% interest. In
connection with the formation of the new DukeNet joint venture, a
five-year, $150 million senior secured credit facility was executed
with a syndicate of ten external financial institutions. DukeNet is
considered a VIE because i has entered into certain contractual
arrangements 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 fiter optic capacity marketing and management
activities. The power to direct these activities is jointly and equalty
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-consolidated
VIE that is reported as an equity method investment.

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

Renewables.

Diike Energy’s Commercial Power business segment has
invastiments in various entifies that generate electricity through the
use of renewable energy technology. Some of these entities, which
were part of the Catamount acquisition, ave 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 methed of accounting. These entities are ViEs due to
power putchase agreements with terms that approdmate the
expected life of the project. These fixed price agreements effectively
fransfer the commuodity price rigk to the buyer of the power,

Other.

Duke Energy’s Commercial Power business segment has
investments in various other entities that are VIEs which are not
consolidated. The most significant of these investments is 2 9%
ownership interest in QVEC. Through its ownership interest in OVEC,
Duke Energy Qhio has a contractual arrangement through March
2026 1o buy power from OVEC's power plants. The proceeds from
the sale of power by QVEC to its pawer purchase agreement
counterparties, including Duke Energy Onio, are designed to be
sufficient for OVEC to meet its operating expenses, fixed costs, debt
amortization and interest expense, as well as eam 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 coal-fired
generation capacity. As discussed in Nate 5, the proposed
rulemaking on CCP's could increase the costs of OVEC which would
be passed through to Duke Energy Ohic. The inifial carrying value of
this contract was recorded as an intangible asset when Duke Energy
acquired Cinergy in April 2006.

In additicn, 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 referta
Note 7.

18. EARNINGS PER SHARE

Basic earnings per share (EPS) is computed by dividing nef
income attributable to Duke Energy common stockholders, adjusted
for distributed and undistributed samings allocated to parficipating
securities, by the weighted-average nurber of common shares
outstanding during the period. Diluted EPS is computed by dividing
net income attributable to Duke Energy commoen siockholdess, as
adjusted, by the diluted weighted-average number of common shares
outstanding during the perod. Diluted £PS reflects the potential
dilution that could occur if securities or other agreements to issue
commaon stack, such as stock options, phantom shares and stock-
hasedt performance unft awards were exercised or settled.

Effective January 1, 2009, Dulke Energy began applying revised
accounting guidance for EPS related to participating secuiities,
wherehy unvested share-besed payment awards that have
non-forfeitable rights o dividends or dividend equivalents (whether
paid of unpaid) when dividends are paid to common stockholders,
imespaciive of whether the award uftimately vests, constitute
participation rights and should be inchuded in the computation of
basic EPS using the two-class method. Al prior period EPS data was
Tetrospectively adjusted 1o conform 1o these revised actounting
provisions.
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The following table iflustrates Duke Energy's basic and diluted EPS calcutations and reconciles the weighted-average number of comman
shares outstanding o the dituted weighted-average number of common shares outstanding for the years ended December 31, 2010, 2009,

and 2008.

{in millions, except per share amounts}

Average

Income Shares EPS

2016

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating

securities — basic

Effect of dilutive securitias:
Stock options, performance and restricted stock

$1,315 1,318 $1.00

income from continuing operaticns attributable to Duke Energy common sharehclders, as adjusted for participating

secutities — dituted

2009

Inceme from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating

securities — basic

Effect of dilutive securities:
Stock eptions, performance and restricted stock

$1,315 1,319 $1.00

$1061 1,293 $0.82

Income from continuing ogerations attributable to Duke Energy common shareholders, as adjusted for participating

securities — diluted

2008

$1,061 1,284 3082

Income from continuing operations attributable to Duke Energy commaon shareholders, as adjusted for participating

securities — basic

Effect of dilutive securities:
Stock options, performance and restricted stock

$1,275 1,265 %101

income from continuing operations atiributable to Duke Energy common shareholders, as adjusted for participating

securities — diluted

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

20 miltion and 15 million, respectively, of stock options, unvested
stock and performance awards were not included in the "effect of
diluttive securties” in the above talbile because either the option
exercise prices were greater than the average market price of the
common shares during those periods, or performance measures
related ta the awards had rnot yet been met.

Beginning in the fourth quarter of 2008, Duke Energy began
issuing authorized but previously unissued shares of common stock
to fuifill obligations under its Dividend Reinvestment Plan {DRiP) and
other internal plans, including 401(K) plans. During the years ended
December 31, 2010, 2009 and 2008, Duke Energy received
praceeds of $288 million, $494 millicn and $100 million,
respectively, from the sale of common stock associated with these
plans.

19, SEVERANCE

In January 2010, Duke Energy announced 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 considerad special termination benefits under GAAP. Special
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$1,2756 1,267 31.01

termination benefits are measured upon employee acceptance and
recorded immediately absent a significant retention pericd. f a
significant retention period exists, the cost of the special termination
benefits are recorded ratably over the remaining service periods of the
affected employees. The window for employees fo request to
voluntarily end their emplayment under this plan opetied an
February 3, 2010 and closed on February 24, 2010 for
aporaximately 8,400 eligible employess. Also in January 2010,
Duke Energy announced that it will consclidate certain corporate
office functions, resulting in transitioning over the next two years of
appreximately 350 positions from its offices in the Midwest to its
corporate headguarters in Charlotte, North Carolina. Emiployees who
do not relocate have the option to elect to participate in the voluntary
plan discussed above, find a regional position within Duke Energy or

remain with Duke Erergy through a fransition period, at which
time a severance henefit would be paid under Duke Energy’s ongaing
severance plan. For employees affected by the consolidation of Duke
Energy’s corporate functions in Charlotte, North Carofina, the window
closed March 31, 2010. Approximately S0C employees accepted the
voluntary severance program.

Duke Energy recorded total expenses of $172 million for the
year endad December 31, 2010, of which $99 million was recorded
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hy Duke Enesgy Carctinas, $24 million was recorded by Duke Energy
Ohic and $33 million was recorded by Duke Energy Indiana. The
severance costs discussed above for Duke Energy Caralinas, Duke
Energy Ohio and Duke Energy indiana, include an allocation of their
proporticnate share of severance costs for employees of Duke
Energy’s shared services affiliate that provides support to Duke Energy
Carolinas, Duke Energy Chio and Duke Energy Indiana. Amounts
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 ailocated frorm and paid by Duke
Energy's shared services affiliate.

Balance at Baiance at

December 31,  Provision/ Cash December 31,

{in millions) 2009 Adjustments Reductions 2010

Duke Energy $7 $186 $(106} $87
Duke Energy

Carolinas 1 60 (40) 21
Duke Energy

Indiana — 4 (3) 1

20. STOCK-BASED COMPENSATION

For employee awards, equity classified stock-based
compensation cost is measured at the service inception date or the
grant date, based on the estimated achievernent of certain
performance metrics or the fair value of the award, and is recognized
as expense or capitalized as a component of property, pfant and
equipment over the requisite service period.

Duke Energy's 2010 Long-Term Incentive Plan {the 2010 Pian)
reserved 75 million shares of common siock for awards 1o ernployees
and outside directors. The 2010 Plan superseded the 2006 Long-
Term Incentive Plan, as amernided (the 2006 Plan), and no additional
grants will be made from the 2006 Plan. Under the 2010 Plar, the
exercise price of each option granted cannot be less than the market
nrice of Duke Energy's common stock on the date of grant and the
maximum aption term is 10 years. The vesting periods range from
immediate to three yvears, Duke Energy has historically issued new
shares upon exarcising or vesting of share-based awards. In 2011,
Duke Energy may use a combination of new share issuances and
open market repurchases for share-hased awards which are exercised
or become vested; however Duke Energy has not determined with
certainty the amount of such new share issuances or open market
repurchases.

The 2010 Plan allows for a maximur of 18.75 million sharas
of commen stock to be issued under various stock-based awards
other than cptions and stock appreciation rights.
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Stock-Based Compensation Expense

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

Far the Years Ended

Decemier 31,
{in millions) 2010w 2009 2008@
Stock Qptions $ 2 $ 2 $2
Phantom Awards 26 17 17
Performance Awards 39 20 23
Other Stock Awards — 1 1
Tolat % 67 340 $43

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

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

Stock Option Activity
Waighted-
Weighted- Average  Aggregate
Average  Remaining tntrinsic
Opfions  Exercise Life Value
(in thousands) Price  (in years} (in millions)
Qutstanding at
Deramber 31, 2009 17,306 $18
Granted 1,103 16
Exercised {1,335 11
Forfeited or
expired {3,193) 24
Ouistanding at
December 31, :
2010 13,881 $17 3.2 $35
Exercisable at
December 31,
2010 12,376 $17 2.3 $32
Options Expected to
Vest 1,504 $16 8.8 $ 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
total intrinsic value of options exercized dunng the years ended
December 31, 2010, 2009 and 2008 was $8 million, $6& miifion
and $11 miilion, respectively, with a related tax benefit of $3 milifon,
%2 million and $4 miliion, respectively. Cash received from options
exercised during the years ended December 31, 2010, 2002 and
2008 was $14 millicn, $24 million and $30 million, respectively,
There were 1,103,448 stock options granted during the year ended
Decermber 31, 2010, 603,015 stock options granted during the year
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ended December 31, 2009, and no stock options granted during the
year ended December 31, 2008. The options granted in 2010 were
expensed immediately, therefore, there 1s no future compensation
cost associated with these options.

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

Weighted-Average Assumptions for Option Pricing

Risk-free inferest rate® 2.9%

Expected dividend yigldgt® 6.3%

Expected lifet! 6.0 yrs.

Expected volatility® 20.4%

{a) The risk frea rate is based upon the .S, Treasury Constant Maturity rates as of the
grant date. :

(b} The expected dividend yield is based upon annualized dividends and the 1-year
average clesing stock price.

(c} The expected term of options is derived from historical data.

() Volatitity is based upon 50% historical and 50% implied volatility. Historic volatility is
based en Ouke Enargy's histarical volatility over the expected life using daily stock
prices, Impliad volatility is the averags for all option contracts with a term greater than
six months using the strike price closest to the stock price on the valuation date.

Phantom Stock Awards

Phantom stock awards issued and outstanding under the 2006
and 2010 Plans generally vest aver periods from immediate to three
years. Phantom stock awards issued and outstanding under the
1998 Plan generally vest over periods from immediate to five years,
Duke Energy awarded 1,046,902 shares (fair value of $17 million,
hased on the market price of Duke Energy's common stack at the
grant dete) 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 vear ended
December 31, 2009, and 973,515 shares {fair value of $17 million
based on the market price of Duke Energy’s common stack at the
grant date) during the year ended Decermnber 31, 2008,

The following table summarizes information about phantom
stock awards outstanding at December 31, 201C:

Shares Weighted Average Grant
(in thousands) Date Fair Value

Number of Phantom Stock
Awards:
Qutstanding at

December 31, 2009 2,366 $19
Granted 1,047 16
Vested {1,492) 20
Forfeited (158) 17

Outstanding at December 31,

2010 1,763 $17
Phantom Stock Awards

Expected to Vest 1,639 517
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The total grant date fair value of the shares vested during the
years ended December 31, 2010, 2002 and 2008 was $29
million, $23 million and $20 million, respectively. At December 31,
2010, Duke Energy had $21 million of unrecognized compensaticn
cost which Is expected to be recognized over a weighted-average
period of 2.8 years.

Employees who cnose to leave Duke Energy under the voluntary
saverance plan were not eligible to receive any share-based awards
during 2010 regardless 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
those employees who accepted the voluntary severance program
were considered granted and then subseguently forfeited for reparting
purposes. Approximately 79,000 phantom award shares were
granted and then subsequently forfeited as a result.

Performance Awards

Stock-based awards fssued and outstanding under the 2010
Plan and the 1998 Plan generally vest over three years if
performance targets are met. Vesting for certain stock-based
performance awards can occur in three years, at the eatliest, if
performance is met. Certain performance awards granted in 2010,
2009 and 2008 contain market conditions based on the total
shareholder return (TSR) of Duke Energy stock relative to a
pre~defined peer group {relative TSR). These awards are valued using
a path-dependent model that incorporates expected relative TSR into
the fair value determination of Duke Energy's performance-based
share awards. The model uses three year historicai volatilities and
correlations for all companies in the pre-defined peer group, including
Duke Energy, to simulate 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 end of the
performance period plus expected dividends within the period results
in a value per share for the award portfolio. The average of these
simuiations is the expected portfolio value per share. Actual lifeto
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 fams,
over a three year pericd. 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 vear ended
December 31, 2009, and 2,407,755 shares (fair value of $37
mitlion} during the year ended December 31, 2C08.
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The following table summarizes information about stock-based
performance awards cutstanding at the maximum level &t
December 31, 2010:

Shares Weighted Average Grant
{in thousands) Date Fair Yaiue

MNurmber of Stock-based
Performance Awards:
Qutstanding at

December 31, 2009 6.869 $14
Granted 2,734 14
Vested {981) 1%
Forfeited (1,072} 15

Outstanding at December 31,

2010 7,550 %14
Stock-hased Performance

Awards Expected to Vest 7,252 $14

The totaf grant date fair value of the shares vested during the
years ended Decernber 31, 2010, 2009 and 2008 was $15
rllion, $20 miliion and $20 milion, respectively. At December 31,
201G, Duke Ensrgy had $25 million of unrecognized compengation
cost which Is expected to be recognized over a weighted-average
pericd of 1.4 years,

Employees who chose to leave Duke Energy under the voluntary
severance plan were not eligitle to receive any share-based awards
during 2010 regardiess of their release date, The annual share-based
awards were granted an February 22, 2010 which was during the
window of time for employees 1o request 1o voluntarity end their
employment. Due to the timing of the grant, the awards related to
these ernployees who accepted the voluntary severance program
were considered granted and then subsequently forfeited for reporting
purposes. Approximately 178,000 performance award shares were
granted and then subseguently forfeited as a result.

Other Stock Awards

Other stock awards issued and outstanding under the 1938
Plan vest over perfods from three to five years. There were no other
stock awards issued during the years ended December 31, 2010,
2009 or 2008.
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The foliowing table summarizes information ahout other stock
awards outstanding at December 31, 2010

Shares  Weighted Average Grant
(in thousands) Data Fair Value

Number of Other Stock
Awards:
Outstanding at

Dacemnber 31, 2009 168 328
Vested (23) 28
Forfeited (14) 28

Quistanding at Decemnber 31,

2010 131 %28
Other Stock Awards Expected

to Vest 131 $28

The total fair vallie of the shares vested during the years ended
December 31, 2010, 2009 and 2008 was $1 mifiion, $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-cantributory defined benefit
retirerment plans. The plans cover most U.S. employees using a cash
halance formula. Under a cash balance formula, a plan paricipant
accurnulates & retirement benefit consisting of pay credits that are
based upon a percentage (which varies with age and vears of service}
of current eligitle earings and curent interest credits. Certain legacy
Cinergy U.5. employees are covered under plans that use a final
average earmings formula. Under a final average eamings formula, a
plan participant accumulates a retirament benefit ecual toa
percentage of their highest 3-year average eamings, plus a
percentage of their highest 3-year average eamings in excess of |
cavered compensation per year of participation {maximum of 35
years), pius a percentage of their highest 3-year average eamings
times years of participation in excess of 35 years. Duke Energy also
maintains non-quatified, non-contributory defined benefit retirerment
plans which cover certain executives.

Duke Energy’s policy is to fund amounts on an actuarial basis to
provide assets sufficient to meet benefit payments to be paid to plan
participants. Duke Enargy made contribuions to its U.S. qualified
defined benefit pension plans of $400 million and $800 millicn
during the yaars ended December 31, 2010 and 2009, respectively,
Duke Energy made no contributions to its 1.S. qualified definad
benefit nension plans during the yvear endad December 31, 2008,
Duke Energy anticipates making $200C million in contributions to its
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U.S. qualified defined berefit pension plans during the year ended
December 31, 2011.

Actuarial gains and losses subject to amortization are amontized
over the average remaining service perfod of the 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
retirement 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 in a particular year on a
siraight line basis over the next five years.

Net periodic benefit costs disclosed in the tables below for the
gualified, non-gualified and other post-retirement benefit plans
represent the cost of the respective benefit plan for the periods -
presented, However, porfions of the net periodic benefit costs
disclosed in the tables below have been capitalized as a companent
of property, plant and equipment,

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

Qualified Pension Plans

Compenents of Net Periodic Pension Costs; Qualified Pension
Plans

For the Years Ended

December 31,

(in millions) 2010 2005 20081
Service cost $ 9% $ 85 $ a2
Interast cost an projected benefit

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

benefit cost 12 — —
Other , 18 17 20

$ 52 $ 6 $ 46

(a) These amaunts exclude $16 million, $10 rmiliion and $13 millicn for the years endad
December 31, 2010, 2009 and 2008, respeclively, of regulatory asset amortization
resulting from purchase accounting adiustments associated with Duke Energy’s merger
with Cinergy in April 2006,

Net periodic pension costs
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Qualified Pension Plans — Other Changes in Plan Assets and
Projected Benefit Obligations :

Recognized in Accumulated Other Comprehensive Income
and Regulatory Assefs®

For the year ended
Decernber 31,
{in miliions) 2010 2009
Reguiatory assets, net Increase {decrease) $ 350 $(22)
Accumuiated other comprenensive (income)ioss
Deferred income tax asset 143 9
Actuarial gains arfsing during the year {5) (8}
Amortization of prior year actuarial losses {16) (1)
Rectassification of actuarial losses to regutatory
assets {365} —
Priar service cost arising during the year _ )]
Amartization of prior year prior service cost @ (4)
Reclassification of prior service cost to
regulatory assets 1. —
Net amount recognized in accumulated ather
comprehensive (income)loss 3(265)  $(11)

{a}  Excludes actuarial losses of $3 million in 2010 and gains of $9 million in 2009
recognized in other accumulated comprehensive income, net of tax, associated with a
Braziian retirerment plan.

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

As of and for the Years
Ended December 31,

{in mitlions) 2010 2009
Change in Projected Benefit Obligation

Ohligation at prior measurernent date $4,695 %4161

Service cost 96 85

Interest cost 248 257
Actuarial losses (gains) 190 . 415
Plan amendments 2 (@)
Chligation assumed from plan merger — 7

Seftlernent and contractual fermination benefit cost 13 —

Benefits paid

(383) (22n

Obligation at measurement date

$4,861 34,695

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

As af and for the Years
£nded Becember 31,

(in miifions) 2010 2009
Change in Fair Vaiue of Plan Assets

Plan assefs at prior maasurement date 84,224 $2,853
Actual return on plan assets 556 787
Benefits paid (383) (221)
Assets received from plan merger — 5
Employer contributions 400 800
Plan assets at measurement date $4,797 $4.224
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Qualified Pension Plans — Amounts Recognized in the
Consclidated Balance Sheets:

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

As of December 31,
(in millicns) 2010 2009
Prefunded pension cost % 101 $ —
Accrued pension fiability {165} 4717
MNet amaunt recognized % (64) $(471)

" The following table provides the amounts related to Duke
Energy's qualified pension pians that are reflected in Other within
Regulatory Assets and Deferred Debits and AQC! on the Consolidated
Balance Shests at December 31, 2010 and 200%9:

As of December 31,

{in millions) 2010 2009
Regulaiory assets $1,259 $ 09
Accumulated cther cornprehensive (incorme) 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) lossta! $ 83 $ 349

{a) Excludes accumulated other comprehensive income of $17 million and $21 million as
of Decernber 31, 2010 and 2008, respectively, ret of tax, associated with a Brazilian
retirement plan.

Of the amounts above, $77 million of unrecognized net
attuanal toss and $% million of unrecognized prior service cost will be

recognized in net periodic pension costs in 2011,

Additional Information:

Qualified Pension Plans — Information for Plans with
Accuimulated Benefit Obligation in Excess of Plan Assets

As of December 31,
{in millians} 2010 2009
Projected benefit obligation $1,052  $4,695
Accumulated benefit obligation a54 4,409
Fair value of plan assets 951 4,224
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Assumptions Used for Pension Benafits Accounting

As of December 31,
{percentages} 2010 2009 2008
Benefit Obligations
Discount rate 5.00 5.50 6.50
Salary increase (graded by age) 410 4.50 450
2010 2009 2008

Determined Expense
Discount rate 5.50 6.50 6.00
Salary increase 4.50 4,50 5.00
Expected long-term rate of return on plan

assets 8.50 8.50 8.50

The discount rate used 1o defermine the current year pension
chligation and fallowing year's pensicn expense is based on a yield
curve approach. Under the yield curve approach, expected future
henefit payments for each plan are discounted by a rate on a third-
party bond yield curve coresponding 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 caiculated that would yield
the same present value as the sum of the discounted cash fiows.

Non-Qualified Pension Plans

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

Far the Years Ended

December 31,

{in millions) 2010 2009 2008
Service cost $1 $ 2 $2
interest cost on projected benefit

obiigation 9 10 10
Amortization of prior service cost 2 2 3
Amortization of actuarial ioss — — 1
Settlernent cradit — (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, Regulatory Liabilities and
Accumulated Other Comprehensive Income: Non-qualified
Pension Plans

For the year ended
" December 31,
(in miflions) 2010 2009
Regulatory assets, net increase $23 $—
Regulatory liabilitigs, net increase 3 —
Accumulated other comprehensive (income)loss
Deferred income tax asset B 43
Actuarial {gains) losses arising during tha year (8) 15
Amortization of prior year actuarial losses — (1)
Reclassification of actuarial losses to regulatory )
assels (1) —
Reclassffication of actuarial losses to regulatory
ligbilities — —
Amortization of prior year prior service cost 2} (3
Reclassification of prior services cost to
regulatory asssts ‘ 1 —
Rectassification of prior services cost to regulztory
liabilities 8 —
Net amount recognized in accumulated other
comprenensive {income)/oss $(12) $ 7

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

As of and for the Years
Ende:q December 31,

(in millions) B 2010 2009
Change in Projected Benefit Obligation
Obligation at prior measurement date $173 %166
Service cost 1 2
Interast cost 9 10
Actuarial losses {(gains) 2 14
Benefits paid (18) (19
Obiigation at measurement date 5167 $173
Change in Fair Value of Plan Assets
Benefits paid 8 $(19)
Employer contributions i8 19
Plan assets at measurement date 5 — $ —

The accumulated benefit obligation was $160 million and
$159 million at December 31, 2010 and 2009, respectively.
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Amounts Recognized in the Consclidated Balance Sheets:
Nonh-Qualified Pensioh Plans

The following table provides the amounts related o Duke
Energy’s non-qualified pension plans that are reflected in Gther 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 pensicen [iability® $(167) $(173)

fa) Includes $19 million and $15 million recognized in Other within Curment Liabilities on
the Consalicated Balance Sheets as of December 31, 2010 and 2008, respectively.

The following table provides the amaunts related fo Duke
Energy's non-gualified pension pans that are reflected in Other within
Regulatory Assets and Deferred Debits, Other within Deferred Credits
and Gther Liabilities and ACCI on the Consolidated Baiance Sheets at
December 31, 2010 and 2009:

As of Decemnber 31,

(in miltions) 2010 2009
Regulatory assels $23 $—
Regulatory liabilities 3 —
Accumulated other comprehensive (incomna) loss
Deferred income tax liability (assef) 1 (7}
Prior service cost 1 12
Net actuarial (gain) koss (1)
Net amount recognized in accumulated other

comprehensive {incama) loss : $1 $13

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

Additional Information: Non-Qualified Pension Plans

Information for Plans with Accumulated Benefit Obligation in
Excess of Plan Assets

As of Decernber 31,
{in millions) 2010 2009
Projected henefit obligation $167 $173

Accumulated henefit olzligation 160 158
Fair value of plan assets — —
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Assumptions Used for Pension Benefits Accounting Components of Net Periodic Other Post-Retirement Benefit Costs .
As of December 31, For the Years Ended
b ber 31
(percentages) 2010 2009 2008 FCOmRET S
Benefit Obligations {in mitfions} 2010w 20092 2008®
Discount rate §00 550 650 Service cost $ 7 3 7 $ 7
Salary increase (graded by age) 410 450 450  Interestcost on accummulated post-
- - refirernent benefit okligation 38 46 44
Expected retum on plan assets (15) (1a} {1e)
2010 2002 2008 Amortization of prior service credit (8} 8 8
Determined Expense . Amortization of net transition liability 11 10 11
Discount rate 5.50 6.50 6.00 Amartization of actuarial gain {(5) (a) 2)
Salary increase 4.50 4.50 B.00 Prior period accourting true-up
adjustmentt — — (55)
The discount rate used to determine the current year pension Net periodic ather post-retirement
obligation and following year's pension expense is based on a yield benefit costs $28 334 3019
curve approach. Under the yield curve approach, expected future (a) These amoLnts exclude $9 million, $9 millicn and $9 million for the vears ended
benefit payments for each plan are discounted by a rate on & third- Decemnber 31, 2010, 2009 and 2008, respectively, of regulatory asset amortization
. . . . resulting from purchase accounting adjustrments associated with Duke Energy's mérger
party bond yield curve corresponding to each duration. The yield with Cinergy in Apri] 2006,
curve is based on a bend universe of AA and AAA-rated long-term {b) Represants the correction of errors, primaril'y'm periods prior fo 2008, reizted 1o the
. te bonds. A single di . lculated that d vield accounting for Duke Energy’s other post-retirement benefit plans that would have
rporate bonos, A single discaunt rate is calculated that would yie retuced amounts recorded as other postretirement benefit expense during those
the same present value as the sum of the discounted cash flows, historical periods. Of this amourt, $15 million; was capitalized as a component of

property, plant and equipment,

Other Post-Retirement Benefit Plans The Medicare Prescription Drug, Impravement and
Modernization Act of 2003 (Modemization Act} introduced a
prescription drug benefit under Medicare (Medicare Part 1) as well as
a federal subsidy to sponsors of retiree bealth care benefit plans,
Accounting guidance issued and adopted by Duke Energy in 2004
prescribes the appropriate accounting for the federal subsidy. The
aftertax effect on net periodic post-retirement benefit cost was a
decrease of $4 millien in 2010, $3 million in 2009 and $3 million
in 2008. Duke Energy recognized a $1 million and $5 miilion
subsidy receivabie as of Decernber 31, 2010 and 2009,
respectively, which 1s included in Receivahles on the Consolidated
Balance Sheets.

Duke Energy and most of its subsidiaries provide some heatth
care and life insurance benefits for retired employees on a
contiibutoty and non-<cantribuiory basis. Emplayees 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 contributions to its other post-
retiremént benefit plans during the years ended December 31, 2010,
2009 or 2008,

These benefit costs are accrued over an employee’s active
service period to the date of full benefits eligibility. The net
unrecagnized 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 semvice
period of the active emplovees covered by the pfanis 11 years,
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Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Accumulated Other Comprehensive Income,
Regulatory Assets and Regulatory Liabilities: Other Post-
Retirement Benefit Plans

For the year ended
December 31,
{in millions} 2010 2009
Regulatory assets, net (decrease) ncrease $(14) $66
Regulatory liabilities, nat (decrease) increase (5) 91
Accumulated ather comprehensive (incomelloss
Deferrad income tax liability 1 (2}
Actuarial (gain} loss arising during the year (3) 3
Amartization of prior year actuarial gains 1 1
Reclassification of actuarial losses to regulatory
liabilities & —
Amortization of pricr year prior service credit 2 P
Reclassification of prior service credit to
regulatory liabilities 9 —

Amartization of prior year net transition liability ) {2
Reclassification of net transition liahility o

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

The foliowing table provides the amounts related to Duke
Energy's other post-retirement benefit plans that are reflected in Other
within Deferred Credits and Other Liakilities on the Consolidated
Balance Sheets at December 31, 2010 and 2003:

As of Becember 31,
{in millions) 2010 2009
Accrued other post-retirement liahility $(537) $(559)

{@) Includes $2 million and $3 million recognized in Other within Current Liatilities on the
Consolidated Balance Sheets as of Decernber 31, 2010 and 2009, respectively.

The following table provides the amounts related fo Duke
Energy's other post-retirement benefit pians that are reflected in Other
within Regulatory Assets and Deferred Debits, Other within Deferred
Credits and Other Liabilities and AOCI on the Consolidated Baiarce
Shests at December 31, 2010 and 2009:

regulatory liabilities ‘ @) —_— As of December 31,
Net amount recognized in accumulated other {in millians) 2010 2009
comprehensive (income)loss 2 2
P § @ $ Regulatory assets $59 $73
Regulatory liabllities 86 g1
Reconciliation of Funded Status to Accrued Other Post-Retirement  Accumulated other comprenensive (income)
Benefit Costs loss: o
Defarred income tax liability 3 2
§ et transition obligation — 4
As of and for the Years .
Ended December 31, Priar servil_:e credit ‘ 3) (14}
o — Net actuarial loss (gain) 7) 3
lin millions) 2010 2009 .
= — Met amount recognized in accumulated other
Change in Benefit Obligation comprehensive (income)loss $ (@ $ (5
Accumulated past-retirement benefit obligation
at prior measurement date $728 $738 .
Senvice cost 7 7 Of the amounts above, $10 million of unrecognized net
Interest cost 38 46  transition obligation, $3 millien of unrecognized gains and $8 million
i’an PafltiCiPa”ts' contributions 35 21l of unrecognized prior service credit (which will reduce pension
Ctuarial gain (12) {11} : N " : .
Fian ransfer o a expense) will he recognized in net periodic pension costs in 2011.
Benefits paid 79 (801 i .
Accrued retiree drug subsidy 6 5 Assumptions Used for Other Post-Retirement Benefits Accounting
Accumulated post-retirement benefit cbligation
at measurernent date $723 $728 As of Decernber 31,
Change in Fair Value of Plan Assets (percentages) 2010 2009 2008
Plan assets at prior measurement date $169 $169 Determined Benefit Obligations
Actual raturn on plan assets 19 28 .
Beneits paid 79) (&0) Discount rate 5.00 5.50 5.50
Emplayer contributions 42 31
Plan participants’ contributions 35 21 2010 2009 2008
Plan assats at measurement date $186 $169 Determined Expense
Discount rate 5.50 6.50 6.00
Expected long-term rate of return on
plan assets 5,53-8.50 5.53-850 5.53-850
Assumed tax rate@ 35.0 35.0 350
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[a) Applicatle to the health care portion of funded post-retirement benefits.
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The discount rate used to determine the current year other post-
retirement benefits obligation and following year’s other post-
retirement benefits expense is based on a yield curve approach.
Under the yield curve approach, expected future benefit payrments for
gach plan are discounted by a rate on a third-party bond yield curnve
corresponding to each duration. The vield curve is based on a bong
universe of AA and AAA-rated longterm carporate bonds. A single
discount rate is calculated that would vield the same present value as
the sum of the discounted cash flows, '

Assumed Health Care Cost Trend Ratest®

Medicare Trend Prescription Drug
Rate Trend Rate

2010 2009 2010 2009

Health cara cost trend rate

assumed for next year 850% 8.50%
Rate to which the cost trend

is assumed to decline (the

9.80% 11.00%

ultimate fend rate) 500% S2.00% 500% S500%
Year that the rate reaches the
ulimate trend rate 2020 2019 2025 2024

() Heaith care cost trend rates include prescription drug trend rate due to the sffect of the
Modernization 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 $ @
Effect on post-retirement benefit

obligation 37 {33)

Expected Benefit Payments: Defired Benefit Retirement Plans

The foliowing table presents Duke Energy’s expected benefit
payments 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.

QOther Post-
_ Qualified Non-Qualified Retirement
{in miltions) Plans Plans Planste  Total
Years Ended December 31,
2011 $ 428 $20 $ 59 % 517
2012 442 16 59 517
2013 431 15 59 505
2014 428 16 60 504
2015 417 14 i 492
2016 - 2020 2032 64 309 2,405

(@} Duke Energy expects to receive future subsidies under Medicare Part D of $4 million in
ach of the years 2011-2015, and a total of $23 millicn during the years 2016-2020.
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Plan Assets

Master Retirement Trust.

Assets for both the qualified pension and other post-retirement
venefits 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 te other post-
retirement plans, as of December 31, 2010 and 2009, respectively.
The investment objective of the Master Trust is to achieve reasonable
returns, subject 1o a prudent level of portfolio risk, for the purpose of
enhancing the security of benefits for plan participants. The long-term
rate of return of 8.25% as of Decermber 31, 2010 for the Master
Trust was developed using a welghted-average calcuiation of
expected returns based primarily on future expected retums across
asset classes considering the use of active asset managers. The
weighted-average returns expected by asset classes werg 2.6% for
1I.S. equities, 1.45% for non-U.S. equities, 1.0% for global equities,
2.0% for debt securities, 0.3% for global private equity, 0.3% for
hedge funds, ©.3% for rea! estate and 0.3% for other global
securities. The asset ailocation targets were set after considering the
investment abjective and the risk profile, U.S. equities are held 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 to achieve broad market participation and
reduce the impact of individual managers ar investrments. Duke
Energy regularly reviews its actual asset allocation and periodically
rebalances its investments to the targeted allocation when considered
appropriate.

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

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

Parcentage at
December 31,

Target

Allccation 2010 2009
Assat Category '
U.S. equity securities 28% 30% 33%
Non-U.S. equity securities 15 19 20
Global equity securities 10 10 10
Debit securities 32 27 28
Global private equity securities 3 — —
Hedge funds 4 3 —
Real estate and cash 4 7 9
Cther global securities 4 4 —
Total | 100% 100% 1C0%
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VEBA IAI.

Duke Energy also invests other post-retirement assets in the
Duke Energy Carparation Employee Benefits Trust (VEBA [} and the
Duke Energy Corporaticn Post-Retirernent Medical Benefits Trust
(VEBA I1). The investment objective of the VEBAs is o achieve
sufficient returns, sukiect 1o a prudent level of portfolia risk, for the
purpose of promoting the security of plan benefits for participants.
The VEBAs are passively managed.

The following tables present target and actual asset allocations
for the VERA | and VEBA Il at December 31, 2010 and 2009:

Percentage at
December 31,
Target ———
VEBA | Allocation 2010 200%
Asset Category
U.S. equity securities 30% 22% 23%
Debt securities 45 34 37
Cash 25 a4 40
Total 100% 100% 100%
VEBA Il
Percentage at
Target December 31,
Aliocation 2010  200%
Asset Category
U.S. equity securities 50% 1% %
Debt securities 50 69 92
Cash — 30 g
Tatal 100% 100% 100%

Fair Value Measurements.

On Decamber 31, 2009, Duke Energy adepted the new fair
value disclosure requirements far pension and other post-retirement
beneflt plan assets. The accounting guidance for fair value defines fair
value, establishes a frarmework for measuring fair vaiue in GAAP in
the 1.5, and expands disclosure reguiraments about fair value
measurements. Under the accouniing guidance for fair value, fair
value is considered to be the exchange price in an arderly transaction
between market participants to sell an asset or transfer a liahility 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 ar paid to transfer a liability versus an entry price, which
would be the price paid to acquire an asset or received o assume a
liability. Althaugh the accounting guidance for fair value does not
require additional fair value measurements, it applies to other
accounting pronauncements that require or permit fair value
measurements,

Duke Energy classifies recuming and nen-recurring fair value
measurements based cn the following fair value hierarchy, as

DUKE ENERGY CORPORATION/ 2010 FORM 10-K

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

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

Level 2 — a fair value measurement utilizing inputs other than
a quoted market price that are ohservable, either directly or
indirectly, for the asset or liahility. Level 2 inputs include, but are
not limited 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
commenly quoted intervals, volatilities, credit risk and default
rates. A Level 2 measurement cannot have more than an
insignificant pertion of the valuation based on unobservable
inputs.

Level 3 — any fair value measurements which include
unobservable inputs for the asset or fiability for mare 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 ather post-retiremant
assefs at December 31, 2010

Total Fair
Value
Amounts at
December 31,
{in millions) 2010@ level I Level 2 Level 3
Master Trust
Equity securities $2,978 $2,012% 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 66 — — 66
U.S. Government securities 138 — 138 —
Other investments (121) (84} 3 (40)
Guaranteed investment
contracts 38 — — 38
Government bands — Foreign 35 — 34 1
Cash 2 2 — —
Asset backed securities 9 — 8 1
Gavernment and commercial
mortgage backed securities 8 —_ 8 —

Total Assets $4,901 $2.417 $2,293 %185




PART I

S ————————

DUKE ENERGY CORPORATION » DUKE ENERGY CAROLINAS, LLC + DUKE ENERGY OHIC, INC.  *

DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

{a) Excludes $23 million in net receivables and payables associated with security
ourchases and sales.
(b} Inciudes pending investment sales (net of investment purchases) of $(139} rmilion,

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

Tatal Fair
Value
_ Amounts at
December 31,
{in mitions) 20092 level 1 Level 2 Lewel 3
Master Trust
Ecuity 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 investrnent tust 64 — — 64
U.S. Government securitizs 57 — 57 —
Other investments 43 38 4 1
Guaranteed investment
contracts 38 — — 38
Gavernment bands — Foreign 33 — 32 1
Asset hacked securities 19 — 18 1
Government and commercial
mortgage backed securities 14 — 14 —
Total Assets $4,313 $1,810 $2,247 $256

{c) Excludes $22 millien in net receivables and payables associated with security
purchases and sales.

The following tabie provicles the fair value measurement
amounts for VEBA | and VEBA 1) other post-retirement asseis at
December 31, 2010:

Total Fair

Value

Amounts at

December 31,
{in millions} 2010 levell Level? level3

VEBA 11

Cash and cash equivalents $30 $— 530 $—
Equity securities 12 — 12 —
Debt securities 17 — 17 —

Total Assets $59 $— 359 $—
The following table provides the fair value measurement
amounts for VEBA | and VEBA i other post-retirement assets at
December 31, 2009
Total Fair
Value
Amounts at
December 31,
(in millions) 2009 Llevel 1 Level2 Level3
VEBA /Il
Cash and cash equivalents $27 $— $27 $—
Equity securities 12 11 1 —
Debt securities 12 — 19 —
Total Assets $58 $11 $47 $—
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The following table provides & 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 unobservable inputs {tevel 3) for the year ended
December 31, 2010

Year Ended December 31, 2010

Master Trust
Balance at January 1, 2010 $ 256
Purchases, saies, issuances and settiements (het) (71)
Total gainsAlosses), 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 assels measured at fair value on a
recLirring basis where the determination of fair value includes
significant unobservable inputs (Level 3) for the year ended!
Decemper 31, 2009: ‘

Year Ended December 31, 2009

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

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

Investments in equity securities:

Investments 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 equity prices include .
published exchanges such as NASDAQ and NYSE. Foreign equity
prices are translated from thair trading cumency using the currency
exchange rate in effect at the ciose of the principal active market.
Duke Energy has not adjusted prices to reflect for after-hours market
activity. Most equity security valuations are Lavel 1 measures.
Investments in equity securities with unpublished prices are valued
as Level 2 if they are redesmable at the measurement date.
Investrnents in equity securities with redemption restrictions are
valued as Lavel 3.

Investments in corporate bonds and U.S. government securities:

Maost debt investments are valued based on a calculation using
interest rate curves and credit spreads apolied to the terms of the debt

Cinstrument {maturity and coupon interest rate) and consider the

counterparty credit rating. Most debt valuations are Level 2 measures.
If the market for a particular fixed income security is relatively inactive
or illigquid, tha measurement is a Level 3 measurement.
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Investments in shori-term investment funds:

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-temm investrnent funds with
unpublished prices are valued as Level 2.

Investments in real estate investment trust:

Valued based upon propenty appraisal reperts prepared by
independent real estate appraisers. The Chief Real Estate Appraiser of
the asset manager is respansible for assuring that the valuaticn
process pravides independent and reasonable property market value
estimates. An external appraisal management firm not affiliated with
the asset manager has been appointad to assist the Chief Real Estate
Appraiser in maintaining and monitoring the independence and the
accuracy of the appraisal process.

Employee Savings Plans

Duke Energy sponsors employee savings plans that cover
substantially all U.S. emplovees. Most emplayees participate in a
matching contribution formula where Duke Energy pravides &
matching contribution generally equal to 100% of befors-tax
employee contributions, of up to 6% of eligible pay ver pay period,
Duke Energy made pre-tax employer matching contributions of $85
million in 2010, $80 million in 2009 and $78 million in 2008,
Dividends on Duke Energy shares held by the savings plans are
charged to retained earnings when declared and shares held in the
plans are considered cutstanding in the calculation of basic and
diluted eamings per share.

DUKE ENERGY CAROLINAS
Duke Energy Retirement Plans.

Duke Energy Carolinas participates in Duke Energy sponsored
gualified non-contributory dafined benefit retirement plans. The plans
cover most .5, employees using a cash halance formula. Under a
cash balance formula, a plan participant accumulates a retirement
benefit consisting of pay cradits that are based upon a percentage
{which may vary with age and years of service) of current eligible
earnings and current interest credits. Duke Energy Carolinas also
participates in Duka Energy sponsored non-qualified,
non-contributory defined benefit pension plans which cover certain
executives,

Duke Energy's policy is to fund amounts on an actuarial basis to
provide assets sufficient to meet benefits to be paid o pian
pasticipants. Quke Energy Camlinas made contributions fo Duke
Energy’s gualified defined benefit pension plans of $158 million
during each of the years ended December 31, 2010 and 2009,
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Duke Energy Carolinas made no contributions to Duke Energy's
gualified defined benefit pension plans during the year ended
December 31, 2008,

Actuarial gains and losses subject to amontization are amortized
over the average remaining service period of the active employees,
The average remaining service pariod of the active employees covered
by the quaiified retirement plans is 10 years. The average remaining
service period of active employees covered by the non-gualified
refirement plans is nine years. Duke Energy determings tha market-
related value of plan assets using a calculated value that recognizes
changes in fair value of the plan assets in a particular year on a
straight-line basis cver the next five vears.

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

As reguired by applicable accounting rules, Duke Energy uses a
December 21 measurement date for its defined benefit retirement
plan assets and obligations.

Prior to the year ended Decernber 31, 2010, Duke Energy
Carolinas did nat have any amounts reflected on its Consclidated
Balance Sheels 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 cost allecated by Duke
Energy for employees of Duke Energy Carclinas. Additionally, Duke
Energy Carclinas is alfocated its praporicnate share of pension and
other post-retirement benefit cost for employaes of Duke Energy’s
shared services affiliate that provides support to Ditke Energy
Carolings. These allocated amounts are included in the governance
and shared services costs discussed in Note 13,

Qualified Pension Plans

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

For the Years Ended
Decemnber 31,
{in millions) 2010 2009 2008
Service cost benefit earmed during the year 53 % 31 $ 34
Interest cost on projectad benefit obligation 91 an 94
Expected retum on plan assets (147) 142y (141
Amortization of prior service cost 1 1 1
Amortization of actuarial loss 27 2 9
Other 8 7 9
Met periodic pension (henefit) costs $ 16 & ®© § 6

206
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Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets: Qualified Pension Plans

For the year enced

December 31,
{in millions) 2010 2009
Regulatory assefs, net increase $628 $—

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

As of and for the Years

Ended December 31,
{in mitlions} 2010 2008
Change in Projected Benefit Obligation
Ohligation at prior measurerment date $1,737 $1,837
Service cost 36 31
interast cost 91 95
Actuarial losses - /7 154
Transfers {5 1)}
Benefits paid {130} (74)
Obligation at measurernent date $1,786¢  $1,737

The accurmulated Denefit obligation was $1,743 million and
$1,687 million at Decemier 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 $1,225
Actual return on plan assets 212 299
Benefits paid (130) (74}
Transfers (5) (8
Empicyer cortributions 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 that are reflected in Other
within Investments and Other Assels on the Consolidated Balance
Sheets at December 31, 2010 and 2009:

As of and for the Years
Ended December 31,
{in millions) 2010 2009
Prefunded pension cost $51 35—
DUKE ENERGY CORPORATION / 2010 FORM 10 207

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

As of December_;l_,
{in mitlions} 2010 29@
Regulatory Assets $628 $—

Of the amounts above, $36 million of unrecogrized net
actuarial loss and $1 million of unrecognized prior service cost will be
recognized in net periodic pension costs in 2011,

Additional Information: Qualified Pension Plans

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

As of Decemnber 3&
{in millizns) 2010 2009
Projected benefit obligation $— $1,737
Accumulated benefit obligation — 1,687
Fair value of plan assets — 1,602

Assumptions Used for Pension Benefits Accounting

As of Decamber 31,

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

Salary increase (graded by age) 410 450 4.50

2010 2009 2008

Determined Expense

Discount rate 5.50 £.50 &6.00
Salary increase 4.50 4.50 5.00
Expected long-term rate of return on plan

assets 8.50 8.50 8.50

The discount rate used to determine the current year pension
cbligation and following year's pension expense is based cn a yieid
curve approach. Under the yield curve approach, expected future
henefit payments for each plan are discounted by a rate on a third-
party bond vield curve comesponding to each duration. The vieid
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.
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Non-Qualified Pension Plans

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

The following table provides the amounts related fo Duke
Energy's non-gualified pension plans that are reflected In Other within
Regulatory Assets and Deferred Debits on the Consolidated Balance
Shests at Dacember 31, 2010 and 2009;

For the Years Ended

December 31,
{in millions) 2010 2009 2008
Armortization of prior service cost 51 $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

For the year ended

ﬁs of December 31,
(in miliicns) 2010 2009
Regulatory assels $3 $—

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

Additional Information: Non-Qualified Pension Plans

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

December 31,
{in millions) 2010 2009
Reguiatory assets, net increase $3 $—

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

As of and for the Years
Ended December 31,

As of December 31,
(in millicns) 2010 2009
Projected benefit obligation $21 $22
Accumulated benefit ohligation 20 21

Fair value of plan assets — -

Assurmnptions Used for Pension Benefits Accounting

{in milliors) 2010 2009 As of December 31,
Change in Projected Benefit Obligation {percentages) 2010 2008 2008
Obhgatlon at prior measurement date $22 $20 Benefit Obligations
Service cost —_ — .

Discount rate 5.00 550 6.50
Interest cost 1 1 lary i 410 450 50
Actuarial losses 1 4 salary increase . . 4
Benefits paid 3 3
Obligation at measurement date $21 $22 2010 2009 2008
Change in Fair Value of Plan Assets Determined Expense
Benefits paid $(3) ${3)  Discount rae 550 653 600
Employer contributions 3 3 Salary increase 4.50 450 5,00
Plan assets at measurement date $— 5—

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

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

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

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

(@ Includes $3 million and zero recognized in Gther within Curent Liabilities on the
Consolidated Balance: Shests as of Decermber 31, 2010 and 2009, respactively.
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The discount rate used to delerrning the current year pension
obligation and fallowing 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 a rate on a third-
party bond vield curve corresponding to each duration. The yield
curve is based on a hond 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,

Other Post-Retirement Benefit Plans

In conjunction with Duke Energy, Duke Energy Carolinas
provides some health care and life insurance benefits for retired
emplayees an a contributory and non-contributory basis. Employees
are eligible for these benefits if they have met age and service
raguirements at retirerment, as defined in the plans.
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These benefit costs are accrued over an emplayee’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 employess. The average remaining service
period of the active employees covered by the plan is 11 years.

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

For the Years Ended

December 31,
(in miliions) 2010 2009 2008
Service cost benefit eamed during the year $ 2 %2 % 2
interest cost on accumulated post-ratirement benefit
obligation 17 21 21

Fxpected return on plan assets 1 {11y (11}
Amortization of prigr service credit B B ®
Amortization of net transition fiability 9 g g
Amortization of actuarial loss 3 1 2
Net periodic other post-retirement benefit costs $16 $17 318

Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets: Other Post-Retirement Benefit
Plans

- For the year ended
December 31,
{in millians} 2010 2009
Regulatory assets, net increase $49 $—

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

As of and for the Years
Ended December 31,
{in millians) 2010 2009
Change in Benefit Obligation
Accumuiated post-retirement benefit obligation at
prior measurement date $338 $342
Service cost 2 2
Intarest cost 17 21
Plan participants’ contributions 24 18
Actuarial gain {14) (2)
Transfer {1 (1)
Plan transfer — 2
Benefits paid (44) 47)
Accrued retivee drug subsidy 4 3
Accumulated post-retirement benefit abligation at
measurement date $326 3338
DUKE ENERGY CORPORATION / 2010 FORM 10K

As of and for the Years
Ended December 31,

{in millions} 2010 2009
Change in Fair Value of Plan Assets
Plan assets at priar measurement date $114 $120
Actual return on plan assets 13 18
Benefits paid {44 a7
Employer contributions 18 5
Plan participants’ contributions 24 18
Pian assets at measurement date $125 $114

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

The following table provides the amounts related to Duke Energy
Caralinas' cther post-retirerent henefit plans that are reflected in
Cther within Deferred Credits and Other Liabilitiss on the
Consolidated Balance Sheets at December 31, 2010 and 2009:

As of December 31,
{in millions) 2010 2008
Accrued other post-retirement liability $(201) 33—

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

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

Of the amounts above, $9 millich of unrecognized net transition
obligation, $3 million of unrecognized losses and $5 milion of
unrecognized prior service credit (which will reduce pension expense)
will be recognized in net periddic pension costs in 2011,

Assumptions Used for Other Post-Retirement Benefits Accounting

. Assumed tax ratets

{percentages) 2010 2009 2008

Determined Benefit Obligations

Discount rate 5.00 5.50 8,50
2010 2009 2008

Determined Expense

Discount rate 5.50 6.50 6.00

txpected long-term rate of return on
plan assets 5.53-8.50 553-8500 5.53-8.50

35.0 35.0 350

209

{a) Applicable to the health care partion of funded post-retirement benefits.
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The discount rate used to determine the current year other post-
retirement benefits obligation and following year's other post-
retirement benefits expense is based on a yield curve approach.
Under the yield curve approach, expected future benefit payments for
each plan are discourted by a rate on a third-party bond vield curve
corresponding to sach duration, The yield curve is based on a bond
universe of AA and AdA-rated long-term carporate bonds. A single
discount rate is calculated that would yield the same present value as
the surn of the discounted cash flows.

Assumed Health Care Cost Trend Ratest@

Medicare Prescription Drug
Trend Rate Trend Rate
2010 2009 2010 20098
Health care cost trend rate
assumed for next year 850% 850% 980% 11.00%
Rate to which the cost trend
iz assumed ta decline {the
ultimate treng rate) 5.00% 500% 5.00% 5.00%
Year that the rate reaches the
ultimate trend rate 2020 2019 2025 2024

ta} Heaith care cost trend rates include prascription: drug trend rame due to the effact of the
Modernizafion Act.

Sensitivity to Changes in Assumed Health Care Cost Trend Rates

1-Percentage-  1-Percentage-

{in mitlions) Paint Increase:  Point Decrease
Effect on tofal service and interest costs $1 3 (0
Effect on paost-retirement benefit

ohiigation i6 (14)

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

Other Post-

Qualified Non-Qualified Retirement
{in millions} Plans Plans Plans® Total

Years Ended December 31,

2011 3177 $5 $ 26 $208
2012 182 3 26 211
2013 185 2 26 213
2014 137 2 26 215
2015 177 2 26 205
2016 - 2020 830 7 132 969

(a) Duke Energy expects 10 receive on behalf of Ouke Energy Carolinas, future subsidies
urder Madicare Part D of $3 million in each of the years 2011-2012, $3 million in
gach of the years 2013-2015 and a ‘otat of $13 million during the years 2015-2020.
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Employee Savings Plans

Duke Energy sponsors, and Duke Energy Carolinas participates
in, an employes savings plan that covers substantialy all U.S.
employees. Duke Energy contributes 2 matching contribution equal o
100% of before-tax employee contributions, of up to 6% of eligible
pay per pay pericd, Duke Energy Carolinas expensed pre-tax plan
contributions, as ailocated by Duke Energy, of $36 million in 2010,
$36 miflion in 2009 and $35 million in 2008.

DUKE ENERGY OHIO
Duke Energy Retirement Plans.

Duke Energy Ohio participates in gualified 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 cbligations and costs related to these plans to Duke
Energy Ohio.

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

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

Amounts presented in the tables below represent the amounts
of pension and other post-retirement benefit cost allocated to Duke
Energy Ohio. Additionally, Duke Energy Chic is allocated its
propartionate share of pension and other post-retirament benefit cost
for emplayeses of Duke Energy's shared services affiliate that provides
support to Duke Energy Ohio. These allocated amounts are included
in the governance and shared services costs discussed in Note 13,

Qualified Pension Plans

Duke Energy's qualified defined benefit pension plans caver
substantiaily all employees meeting certain minimum age and service
requiraments. The plans cover most employess using a cash balance
formula, Under a cash balance formula, a plan participant
accumulates a retirement henefit consisting of pay credits that are
based upon a percentage (which varies with age and years of service)
of current eligible eamings and current interast credits, Certain legacy
Cinergy employees are covered under plans that use a final average
earnings formula. Under a final average eamings formula, a plan
participant accumulates a retirement benefit equal o a percentage of
their highest 3-year average eamings, plus a percentage of their
highest 3-year average eamings in excess of covered compensation
per year of participation (maximum of 35 years), pliis a percentage of
their highest 3-year average eamings times years of participation in
excess of 35 years. Duke Energy Chio also participates in Duka
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Energy sponsored nen-gualified, noncontributory defined benefit
pension plans which cover certain executives,

Duke Energy’s policy is to fund amounts on an actuarial basis o
provide assets sufficient to mesat benefits to be paid to plan
participants. 'n 2010, Duke Energy Chio made a cash contribution of
approximately $45 million, which represented its proportionate share
of a $400 million total contribution to Duke Ensrgy’s qualified
pension plans, In 2009, Duke Energy Ohic made a cash contributicn
of $210 mitlion, which represented its proportionate share of an
$5800 miliion total contribution to Duke Energy's qualified pension
plans. Duke Energy did not make any contributions to its defined
benefit refirement plans in 2008,

Actuarial gains and losses are amortized over the average
remaining setvice period of active employees. The average remaining
service pariod of active employees covered by the qualified retirement
plans is 10 years. The average remaining service period of active
employees covered by the non-gualified retirement plans is nine
vears. Duke Energy determings the market-trelated 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 Costs as allocated by Duke
Energy: Qualified Pension Plans

For the Years Ended
Decerber 31,

{in miilions) 20100 20099  2008@
Service cost eamed during the year $ 7 $ 8 $12
Interest cost on projected benefit

abligation 33 38 42
Expected return on plan assets (44) {43) (48)
Amortization of prior service cost 1 1 1
Amottization of actuarial 10ss 4 — —
Other 2 2 3
Net periodic pension costs $ 3 $ 6 $12

(a) These armounts exclude $7 million, $4 miflion and $4 million far the years ended
December 31, 2010, 2009 and 2008, respactively, of regulatory asset amortization
tes(lting from purchass accounting adiustments associated with Duke Energy's mergar
with Cinergy in April 2008,
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Cther Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets and AQC): Qualified Pension
Plans

For the vear ended

Decemnber 31,

{in millions) 2010 2009
Regulatory assets, net increase $6 $1
Accumulated ather comprehensive {incomeifoss

Deferred income tax asset 4 —

Actuarial {gain) loss arising during the year (9} 2

Priar service credit arising during the year — (1)

Amortization of prior year actuarial losses (1) —

Amortization of prior year prior service cost L —
MNet amount recognized in accumulated other

comprehensive (income)/loss @ $1

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

Obligation at prior measurement date $689 $694
Service cost 7 8
Interest cost 33 38
Actuarial losses 24 67
Plan amendments — (2)
Transfers {54) (76)
Benefits paid (48) (40}
Ohligation at measurement date $651 $689

The accumulated benefit obligation was $616 million and -
$640 miliion at December 31, 2010 and 2009, respectively,

As of and for the Years
Ended December 31,

{in millicns) 2010 2009
Change in Fair Value of Plan Assets

Plan assets at prior measurement gate $557 $350
Actual return on plan assets 65 103
Transfers (54) (76)
Benefits paid (48} (40)
Employer contributions 45 Z10
Plan assets at measurement date $565 T H657
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Amounts Recognized in the Consolidated Balance Sheets:
Quaiified Pension Plans

The foliowing table provides the amounts related to Duke Energy
Ohio's qualified pension pfans that are reflected in Other within
Deferred Credits and Other Liabilities on the Consclidated Balance
Sheets at December 31, 2010 and 2009:

As of and for the Years
Ended Becember 31,

2010 2009
$(86)  $(132)

(in miliions)

Accrued pension liability

The following fable provides the amounts related to Duke Energy
Chic's qualified pension plans that are reflected in Other within
Regulatory Assets and Deferred Debits and AQCI on the Consalidated
Balance Sheets at December 31, 2010 and 2009:

As of December 31,
{percentages; 2010 2009 2008
Determined Expense
Discount rate 550 &£50 600
Salary increase 450 450 500
Expected long-term rate of retum on plan assets 850 850 850

The discount rate used to determing the current year pension
obiigation and following year's pension expense Is based on a yield
curve approach. Under the yield curve appreach, expected future
henefit 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 honds, A single discount rate is calculated that would yield
the same present value as the sum of the discounted cash flows.

Non-Qualified Pension Plans

As of December 31,
(in millions) 2010 2009
Regulatory Assets $111 $105
Accumulatad Other Comprehensive Loss (Incame)
Deferrad income tax asset $(le) {20
Prior service cost 1 2
Net actuarial loss 45 55
Net amount recognized accurmulated other
cemprehensive loss (income) $ 30 $ 37

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

Addittonal Information:

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

As of December 31,
(in millions) 2010 2009
Projected henefit obligation $651 $589
Accumulated benefit obligation 616 540
Fair value of plan assets 565 557

Assumptions Used for Pension Benefits Accounting

As of December 31,
2010 2009 2008

{percentages)

Benefit Obligations
Discount rate
Salary increase (graded by age)

5.00 550 &.50
4.10 450 450
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Components of Net Periodic Pension Cosis as allocated by Duke
Energy: Non-Qualified Pension Plans

" Duke Energy Ohio's non-gualified 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 Assats and Projected Benefit Obligations

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

Duke Energy Ohin's non-qualified pension plan Other Changes
in Pian Assets and Prjectad 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-Quaiified Pension Plans

As of and for the Years
Ended December 31,

(in millions) 2010 2009
Change in Projected Benefit Ohligation

Ohligation at prior measurement date $4 $6
Service cost —_ —
Interest cost — —
Actuatial losses 3 —
Benefits paid n 2
Cbligation at measurement date 36 $4
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As of and for the Years
Ended December 31,
(in millions) 2010 2009
Change in Fair Value of Plan Assets
Benefits paid $(1} $(2)
Emplover contributions 1 2
Plan assets at measurement date — —

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

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

The following table provides the amotints related fo Duke Energy
Ohio’s nen-qualified pensicn plans that are reflected in Other within
Deferred Credits and Other Liahilities on the Consolidated Balance
Sheets at December 31, 2010 and 2009:

As of December 31,
{in miltions) 201G 2005
Accrued pension liability@ $(6) $(5)

[a) Includes $1 million and $1 million recognized in Other within Curant Liabilities on the
Consclidated Balance Sheets as of December 31, 2010 and 2009, respectively.

Amounts related to Duke Energy Chio's non-gualified pension
plans that are reflected in Other within Regulatory Assets and
Deferred Debits and AQC! 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 Obligation in
Excess of Plan Assets: as allocated by Duke Energy

As of December 31,
{in millions} 2010 2009
Projected benefit obligation %6 $ 4
Accumuiated 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 vield
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 fang-term
corporate bonds. A single discount rate is calcuiated that would yield
the same present value as the sum of the discounted cash flows.

Assumptions Used for Pension Benefits Accounting

As of December 31,
{percentages) 2010 2009 2008
Benefit Obligations
Discaunt rate 500 550 6450
Salary Increase 4,10 450 450
Net Periodic Benefit Cost ) )
Discount rate 550 &6.50 600
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 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 these other
post-retirernent benefit plans, Duke Energy provides certain health
care and life insurance benefits to retired emplovees and their eligible
dependents on a contributory and non-contributory basis, These
benefits are subject to minimum age and service requirements, The
health care benefits include medical coverage, dertal coverage, and
prescription drug coverage and are subject to certain limitations, such
as deductibles and co-payments. These benefit costs are accrued
aver 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 pericd of the active employees. The average
remaining service pericd 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 correction of errors in actuarial
vatuations prior io 2008 that would have reduced amounts recorded
as other post-retirement benefit expense recorded during those
historical periods. Duke Energy did not make any contributions to its
other post-retirement plans in 2G10, 2009 or 2008.

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

For the Years Ended
December 31,

{in miflions) 20102009 2008
Service cost $1 $1 %1
Interest cost on accumulated post-retirement benefit

obligation 3 4 4
Expacted return on plan assets 1y 1 W
Amortization of prior Service credit m O (W
Prior pericd accounting true-up adjustment® — — {18
Amortization of actuarial gain 2 (2 (n
Net periodic other post-retirement benefit costs $— $1 308
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(a) These amounts exclude $2 miflion for each of ihe years ended Decamber 31, 2010,
2009 and 2008 of regulatory asset amortization resulting from purchase accounting,
atljustmeants associated with Duke Energy's merger with Cinergy in Aprii 2006,

() Includes the recognitizn of the approximate $20 million comection of emars discussed
ahave.

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

For the year ended

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

The following table provides the amaounts refated to Duke Energy
Ohio's 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 Decernber 31,
2010 2009
$(58) $(63}

{in millions)

Accrued other post-retirement liabilitys

December 31,

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

Deferred income tax liability 3 (2)

Actuarial gain avising 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 amount recognized in accumulated other

comprehansive (income)loss $1 $ (1)

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

As of and for the Years
Ended December 31,

(&) Includes $2 million and $2 million recognized in Other within Current Liabilities on the
Consolidated Balance Sheets as of December 31, 2010 and 2003, respectively,

The following table provides the amounts related to Duke Energy
Ohig's other post-retirement benefit plans that are reflected in Other
within Deferred Credits and Other Liahilities and AQCL on the
Consolidated Balance Sheets at December 31, 2010 and 20068:

A;of December 31,

{in millions) 2010 2009
Regulatory liabilities 20 $24
Accumulated other comprehensive income

Deferred income tax liability $ 5 % 2

Prior service cradit (1} {1

~ Net actuarial loss gain {12) ,,E)
Net amount recognized in accumulated other
comprehensive (income)loss $@ 5O

{in millians) 2010 2009 Of the amounts above, $2 millicn of unrecognized gains and $1
Change in Benefit Obiigation million of unrecognized prior service credit (which will reduce pension
Accumulated post-retirament benefit obligation at expense) will be recognized in net periodic pension costs in 2011,
prior measurement date $70 $76
Service cost 1 1 Assumptions Used for Other Post-retirement Benefits Accounting
Interest cost 3 4
Flan participants’ contributions 1 —
Actuaeial \Ogs 2 3 \percentages) 2010 2009 2008
Transfers (6 (10)  Benefit Obligations
Benefits paid (5 (5} Discount rate 500 550 &850
Accrued ratiree drug subsidy —_ 1 Net Periodic Benefit Cost
Accumulated post-retirement benefit abligation at Discount rate 550 650 &.00
measurement date $66 370 Expected long-term rate of retum on plan assets 850 850 850
Change in Fair Value of Plan Assets Assumed Health Care Cost Trend Rates
Plan assets at prior measurement date $7 % 5 :
Actual return on plan assets 2 1 Medicare Trend Prescription Drug
Bensfits paid {5y (&) Raie Trend Rate
Employer contributions 3 5
Plan participants’ contributions 1 : 2010 2009 2010 2009
Plan assets at measurement date $8 § 7 Heaith care cost trend rato assurmed
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for next year 8.50%8.50% 9.80% 11.00%

Rate to which the cost trend is
assumed to decline (the ultimate
trend rate)

Year that the rate reaches the ultimate

trend rate

5.00%5.00% 5.00% 5.00%

2020 2019 2025 2024
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Sensitivity to Changes in Assumed Health Care Cost Trend Rates

1-Percentage-  1-Percentage-
(in millions) Point Increase  Point Decrease
Effact on total service and interest costs $1 $ (L
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 fo participants in its
qualified, non-qualified and other post-retirerent benefit plans over
the next 10 years, which are primarily paid out of the assets of the
various trusts. These benefit payments reflect expected fiture sarvice,
as appropriate.

Other Post-
Qualified Non-Qualified Retirement
{in millions) Plans Plans Plans Total
Years Ended December 31,
2011 ‘ 3 48 $1 $5% 54
2012 47 1 5 &3
2013 .47 — 5 52
2014 46 — 5 51
201% : 47 —_ 5 b2
2016 - 2020 239 2 27 268
Employee Savings Plans

- Duke Energy sponsors, and Duke Energy Chio participates in,
an employee savings plan that covers substantiatly all U.S.
employees. Duke Energy contributes a matching contribution egual to
100% of hefore-tax empioyes contributions, of up to 6% of eligihle
pay per period. Duke Energy Ohio expensed pre-tax plan
contributions, as allocated by Duke Energy, of $4 million in 2010,
$4 mitlion in 2009 and %6 mittion in 2008,

DUKE ENERGY INDIANA
Duke Energy Retirement Plans.

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

Met periodic benefit cost disclosed below for the qualified,
non-gualifisd and other post-retirament benefit plans represent the
cost of the respective plan for the periods presented. However,
partions of the net periodic benefit cost disclased have been
capitalized as a component of property, plant and equipment.
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As required by the applicable accounting rules, Duke 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 ‘
proporticnate share of pension and other post-retirement benefit cost
for employees of Duke Energy’s shared! setvices affiliate that pravides
support 1o, Duke Energy indiana. These aflocated amounts are
included in the govemance and shared services costs discussed in
Mote 13.

Qualified Pension Plans

Duke Energy's qualified defined benefit pension plans cover |
substantially all employees meeting certain minimum age and service
requirements. The plans cover most employees using a cash balance
formulza. Under a cash balance formula, a plan participant
accumulates a retirement benefit consisting of pay credits that are
based upon a percentage (which varies with age and vears of service)
of current eligihle earnings and current interest credits. Certain legacy
Cinergy employees are coverad under plans that use a final average
eamings formula. Under a final average earnings formulz, a plan
participant accumulates a retirement benefit equalto a percertage of
their highest 3-year average eamings, plus a percentage of their
highest 3-year average eamings in excess of cavered 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 Indiana afso participates in Duke
Energy sponsared non-gualified, non-contributory defined benefit
pension plans which cover certain executives.

Duke Energy’s policy is to fund amounts on an actuarial basis to
provide assets sufficient to meet benefits to be paid to plan
participants. Duke Energy made qualified pension benefit
contributions of $400 milfien to its qualified pension plans in 2010,
of which $46 million represents contributions made by Duke Energy
Indiana for the year ended Decamber 31, 201Q. Duke Energy made
gualified pension berefit contributions of $800 million to its qualified
pension plans in 2009, of which $14C millign 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 retirernent plans in 2008.

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
gualified retiremerd plans is 10 years. The average remaining service
period of the active employees covered by the qualified retirement
plans is nine years. Duke Energy determines the market-refated vaiue
of plan assats using a calculated value that recognizes changes in fair
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

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) 37y
Amortization of prior service cost 2 2 2
Amortization of actuarial loss 12 5 &6
Other 2 2 2
Net periodic pension costs $14 3 9 317
Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets
For the year ended
December 31,
(in milliens) 2010 2009
Regulatory assets, net decrease $4) 3018
Reconciliation of Funded Status to Net Amount Recognized:
Qualified Pension Plans
As of and for the Years
Ended Decernber 31,
(in milions) 2010 2009
Change in Projected Benefit Obligation
Chligation at prior measwement date $602 $a51
Service cost 11 G
interest cost 32 33
Actuarial losses 32 45
Plan amendments 2 —
Transfers (7) (5)
Benefits paid (44) (31)
Obligation at measurement date $628 3602
The accumulated benefit obligation was $578 miliion and
$5566 miliion at December 31, 2010 and 2009, respectively.
As of and for the
Years Enced December 31,
{in millions) 2010 2009
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $505 $307
Actua! return on plan assets 65 94
Benefits paid (44) (31}
Transfars 7 (5)
Employer contributions 46 140
Plan assets at measurement date %565 $505
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Amounts Recognized in the Consolidated Balance Sheets:
Qualified Pension Plans

The following table provides the amounts related to Duke Energy
Indiana’s qualified 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 and for the Years

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

The foliowing table provides the amounts related to Duke Energy
indfana’s qualified pension plans that ate reflected in Qther within
Regulatory Assets and Deferred Debits on the Consolidated Balance
Sheets at December 31, 2010 and 2009:

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 hy Duke Energy

As of Dacember 31,
{in millions} 2010 2009
Projected benefit obligation $628 %602
Accumuiated benefit ohligation 578 h56
Fair value of plan assets 565 505

Assumptians Used for Pension Benefits Accounting

) As of Decernper 31,

(parcentages) 2010 2009 2008
Benefit Obligations
Biscount rate 500 550 650
Salary increase 410 450 4580
Met Periodic Benefit Cost
Discount rate 850 650 600
Selary increase 450 4350 500
Expected long-termn rate of retum on plan

assets 850 B850 850
Non-Qualified Pension Plans

Components of Met Pericdic Pension Costs as allocated by Duke
Energy: Non-Qualified Pension Plans

Duke Energy Indiana’s non-qualified pension plan pre-tax net
periodic pension benefit costs, as allocated by Cinergy, were
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insignificant for the years ended December 31, 2010 and 2009 $1
miilion for the year ended Decamber 31, 2008.

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

For the year ended

Becermber 31,
{in milions} 2010 2009
Regulatory assets, net increase (decrease) $1 - $(1)

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 L

Obligation at prior measurement date $6
Service cost _ _
Interest cost — —
Actuarial losses — _
Benefits paid — —

% 6

Obligation: at measurement date

Change in Fair Value of Plan Assets
Benefits paid : $(—)
Emplayer contributions —

$—

Pian assets at measurement date

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

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

The following table provides the amounts related to Duke Energy
Indiana’s non-qualified pension plans that are reflected in Cther
within Deferred Credits and Other Liabilities an the Consolidated
Balance Sheets at December 31, 2010 and 2003:

‘ As of December 31,
{in millions} 2010 2009
Accrued pension lability $(6) $(6)

(a} Includes $1 million and $1 mMillion recognized in Other within Current Liabilities an the
Comsolidated Balance Sheets s of Decernier 31, 2010 and 2009, respectively.

The failowing table provides the amounts related to Duke Energy
Indiana's nan-gualified pensian plans that are reflectad in Regulatory
Assats on the Consclidated Balance Sheets at December 31, 2010
and 200%:

As of Decamber 31,
(in millions} . 2010 2009
Regulatory assets %3 32
DUKE ENERGY CORPORATION / 2010 FORM 10-K

Of the amounts above, an insignificant amount wilt be
recognized in net periodic pension costs in 2011.
Additional Information: Non-Qualified Pension Plans

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

As of December 31,

{in millions) 2010 2009
Prajected henefit obligation : $6 $6
Accurnulated benefit obiigation 6 =]

Fair value of plan assets — —

The discourt rate used to defermine the current year pension
obligation and following vear's pension expense is hased on a yield
curve approach, Under the yield curve approach, expected future
henefit 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 s calcutated that would yield
the same present value as the sum of the discounted cash flows.

Assumptions Used for Pension Benefits Accountihg: Non-Qualified
Plans

As of December 31,

{percentages) ) 2010 2009 2008
Benefit Obligations

Discount rate 5.00 550 B30
Salary incraase 410 4450 450
Net Periodic Benefit Cost

Discount rate 550 &850 600
Salary increase 450 450 ) 5.00
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Other Post-Retirement Benefit Plans

Duke Energy Indiana participates in other post-retirement benefit
[lans sponsored by Duke Energy. Prior to January 1, 2008, Cinergy
was the sponsor of the ather post-retirement benefit plans. Effective
January 1, 2008, Duke Energy became the sponsor of these other
post-retirernent benefit ptans. Duke Energy provides certain health
care and life insurance benefits 1 retired employees and thelr eligible
dependents on a contributory and non-contributary basis. These
benefits are subject to minimum age and service requirements. The
health care benefits include medical coverage, dental coverage, and
prescription drug coverage and are subject to cerain fimitations, such
as deductibles and co-payments. These benefit costs are agcrued
over an employee's active service period to the date of full benefits
eligibility. The net unrecogrnized 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 pariod of the active employees covered by
the plan is 10 years,
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During the fourth guarter of 2008, Duke Energy Indiana
recorded pre-tax income of $19 million related to the correction of
errors in actuarial valuations prior to 2008 that would have reduced
amaunts recarded as other post-retirement benefit 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,
E\mﬂlgrlsl 2010 2009 2008
Service cost 51 $1 $1

Interest cost on accumulated post-retirement

s of and for the Yeag

Ended December 31,
(in millions) 2010 2009
Change in Falr Value of Plan Assets
Plan assets at prior measurement date $13 %10
Actual return on plan assets 2 3
Benefits paid {15} (14)
Employer contributions 11 14
Pian participants’ contributions 3 —
Plan assets at measurement date $14 $13

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

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

henefit abligation
Expacted return on plan assets
Amartization of net transition liability
Amortization of actuarial loss (gain)

10 L , \
o Other within Deferred Credits and Other Liabilities on the

g  Consolidated Balance Sheets at December 31, 20106 and 2009
(4)

Net periodic other post-retirement benefit
costs $9 $13 $14

As of December 31,

(in millions) 2010 20059

Other Changes in Plan Assets and Projected Benefit Obligations
Recognized in Regulatory Assets and Regulatory Liabilities: Other
Post-Retirement Benefit Plans

For the year anded

December 31,
{in millions) 2010 2009
Reguiatory assets, net decrease $(12) $ (&)
Regulatory liabilities, nat (decrease) increase (6) 16

Reconciliation of Funded Status to Accrued QOther Post-Retirement
Benefit Cosis

As of and far the Years
Ended Cecember 31,

$(138)  §(141)

{a)  Includes an insignificant amount recognized in Other within Current Liabdities on the
Consolidated Balance Sheets as of Decernber 31, 2010 and 2009, respactively.

Accruad other post-retirement liability®

The following table provides the amounts refated to Duke Energy
Indiana's other post-retirement benefit plans that are reflected in
Other within Regulatory Assets and Deferrad Debits and within Other
within Deferred Cradits and Other Liabilities on the Consolidated
Balance Sheets at December 31, 2010 and 2009:

As of December 31,
(in millions) 2010 2009
Regulatory assets 390 $102
Regulatory liahilities 58 64

Assumptions Used for Other Past-retirement Benefits Accounting

{in miltions) 2010 2009
Change in Benefit Obligation As of December 31,
Accumulated post-retirement benefit obligation
It

at prior maasurement date $154 $175 {percentages) 2010 2009 2008
Service cost 1 1 Benefit Obligations
Interest cost 8 11 Discount rate 5.00 550 6.50
Plan participants’ contributions 3 — Met Periodic Benefit Cost
Actuarial (gain) loss 1 119y  Discount rate 550 650 6.00
Benefits paid (15) (14)  Expected long-term rate of return on plan
Transfers 1) (1) assets 850 8320 850
Accrued retiree drug subsidy 1 1
Accumuiated post-retirernent benefit obligation

at measurement date $152 -

$154

DUKE ENERGY CORPORATION / 2010 FORM 104 218
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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
assumed for next year

Rate to which the cost trend is
assumed 1o decline {the ultimate
trand rate)

Year that the rate reaches the
ultimate trend rate

8.50% 8.50% 9.80% 11.00%

5.00% 5.00% b5.00% 5.00%

2020 2019 2025 2024

Sensitivity to Changes in Assumed Health Care Cost Trend Rates

1-Percentage-  1-Percentage-

{in mitlions) Point Increase  Point Decrease

Fffect on totat service and interest costs $1 $ (D
Effect on post-retirement benefit

obligation 21 (18)

Expected Benefit Payments

The following table presents Duke Energy's expecied benefit
payments to parficipants on behalf of Duke Energy Indiana in its
qualified, non-qualified and other post-retirement benefit plans over
the next 10 vears, 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  Retirernent
{in milfions) Plans Plans Plansi  Total

Years Ended Decemnber 31,

2011 $ 40 $— $13 % 52
2012 40 — 14 54
2013 38 — 14 52
2014 39 — 15 54
2015 4] — 15 86
2016 - 2020 220 2 73 295

(a) Duke Enetgy expects to receive future subsidies under Medicare Part 0 on behalf of
Duke Erergy Indiana of $1 miflion in each of the years 2010-2014, $2 million in
2015, and a total of $& million during the years 2016-2070,

Emplovee Savings Plans

Duke Energy spansors, and Duke Energy Indiana participates
in, an employee savings plan that covers substantially all U.S.
employees. Duke Energy contributes a matching contribution equal to
100% of before-tax employee contributions, of up to 6% of eligible
pay per period. Duke Energy ndiana expensed pre-tax plan
contributions, as allocated by Duke Energy, of $6 million in 2010,
%5 miflion in 2009 and $5 millicn in 2008.

DUKE ENERGY CORPORATION / 2010 FORM 10-K
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Duke Energy and its subsidiaries file income tax retums in the
U.8. with federal and various state governmental authorities, and in
centain foreign jurisdictions. The taxable incorme of Duke Energy and
its subsidiaries is reflectad in Duke Energy's U.S. federal and state
income fax returns. These subsidiaries have a tax sharing agreement
with Duke Energy where the separate return method is used to
allocate tax expenses and benefits to the subsidiaries whose
investments or results of operations provide these {ax 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 retum 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 Duke
Duke Energy Energy  Energy
{in militons) Energy  Carolinas Ohie  Indiana
Current income taxes
Federai $ (5 $ 3 3107 $ 3
State 39 (2) 8 16
Foreign 125 —_ — —
Total current income
taxes 155_! 1 115 13
Deferred income faxes
Federsl 639 388 6 123
State 83 73 12 22
Fareign 20 — — —
Total deferred income
taxes 742 463 18 145
investment tax credit
amortization {11) N {1 {2)
Total income tax expense
from continuing
operations 890 457 132 156
Total incoma tax benefit
from discontinued
operations 1) — — _—
Tatal income tax expense
included in Consolidated
Statements of
Operationsés! $839 $457  $132 $156

(@) Included in the “Tatal cumrent income taxes” line ahove are uncertam tax benefits
relating primarily to ceniain ternporary differences of $392 miflion at Duke Energy,
$300 miflion at Duke Energy Carolinas, $3 miliion at Duke Energy Ohio and §7
mittion at Duke Energy Indiana.
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For the Year Ended For the Year Ended
December 31, 2009 Decernber 31, 2008
Duke  Duke Duke Duke Duke Duke
Duke Energy Energy  Energy Duke Energy Energy  Energy
(in miffions) Energy  Carolinas Qhio  Indiana {in millions} Fnergy  Cardlinas Chic  indiana
Current income taxes Current income taxes
Federal $270 si1%er $77 0% 2 Federal $ 60 $ (200 $110 $126
State 3 (27) 7 5 State 17 17 g 39
Fareign 96 — — — Foreign 68 — - —
Total current income Total current income
taxes (172) (223 84 7 o Taxes 145 (3 119 165
Deferred income taxes Deferred incomne taxes
Federal 767 hl18 97 a9 Federal 388 329 52 (1
State 148 2% 7 22 State 50 54 phi (L)
Foreign 27 — — — Fareign 46 — — —_
Total deferred income Total deferred income
taxes 942 607 104 111 taxes 484 383 54 (12)
Investment tax credit Investment tax credit
amortization {12 14 23 2) amartizatich (13 &) {2 (3}
Total income tax expense from Tatal income tax expense
continuing operations 758 377 186 116 fram continuing operations 616 372 171 150
Tatal income tax henefit from Total income tax henefit from
discontinued cperations (2) — — — discontinued operations 3 — — —
Tolal income tax expense Tatal income tax expense
included in Consolidated from extraordinary item 37 — 37 —
Statements of Qperations@ £766  $377 $186 5116
Totaj income tax expense
{a) Included in the "Toral current income taxes® fine above are uncertain tax benefits included in Consolidatad
relating primarily to centain temporary differences of $91 million at Duke Energy, Statements of Operations® $ 650 $372 £ 208 $150

Uncertain tax expenses of $42 million, $22 million and $20 million at Duke Energy
Carofinas, Duke Eneqgy Ofio, and Duke Energy Indiana, respectivedy.
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(8) Included in the “Total current incarme taxes” line above are uncertain tax benefits
relating primarily to certain temporary differences of $46 million at Duke Energy,
uncertain tax expenses of $2 million at Duke Energy Carolinas, uncertain tax benefits
of $17 million at Cuke Energy Chio and uncertain tax henefits of $18 miliicn at Duke

Energy Indiana.

Duke Energy Income from Continuing Operations before Income

Taxes
Forthe Years Ended
Decemnber 31,
{in miilicns) 2010 2009 2008
Domestic $1,731 31,433 $1,57%
Foreign 479 398 316
Total income from continuing
aperations before income taxes $2,210 %1831 51,891
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Reconciliation of Income Tax Expense at the U.S. Federal For the Yezr Endlad
Statutory Tax Rate to the Actual Tax Expense from Continuing December 31, 2008
Operations (Statutory Rate Reconciliation) Duke  Duke Duke
Duke Energy Energy  Energy
For the Year Ended (in millicns} Energy  Carolinas Chig  Indiana
December 31, 2010
Duke Duke Duke Income tax expense, computed
Duke Energy Energy  Energy at the statutary rate of 35% $ 663  $372 $160  $143
{in millions) Energy  Carclinas Chio  Indiana State income tax, net of
Incame tax expense, fedfsral inc.orne tax e_ffect 43 46 7 25
computed at the statutary Tag;:fﬁr;sma' on foreign 3
o — __ —
gzsfir?fgﬁe tax, net of $774 § 454 $008)  $155 AFUDC equity income {52} (33 (3 (16;
federal income tax __ Other items, net {41) (13) 7 (2}
effact 82 48 14 26 Total income tax expense
Tax differential on fream continuing
fareign earnings 22 — — — operations $6l16 $372 %171 $180
Goodwill impairment - -
charges P 175 . 237 _ Effective tax rate 3258% 350% 37.3% 361."8:36
AFUDC equity income (82) (61} (2} 20
Other iterns, net (37) 16 (9) (5) Valuation allowances have been established for certain foreign
Total inceme tax and state net operating loss camyforwards that reduce deferred tax
expense from assets to an amount that will be realized on a more-fikely-than-not
continuing operatians % 890 $ 457 $ 132 %156 basis. The net change in the total valuation allowance s included in
Effective tax rate 40.3%  35.3% (43.00% 35.5% laxdifferential on foreign eamings and State incomne tax, net of

federal income tax effect in the ahove table.

For the Year Ended

December 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  Carclinas Ohio  Indiana Duke Duke Duke
Income tax expense, Duke Energy Energy Energy
computed at the statutory {in millions) Energy  Carolinas Chic  Indiana
rate of 35% %641 $378 $ 84 %111
State income tax, net of Deferred credits and other
federal income tax liabitities $ 679 $ 204 $ 61 $ 7O
effect 98 40 9 18 Tax Credit Camyforwardste) 392 52 — 100
Tax differential on Other 262 15 19 L
foreign earnings {16) — - — o
Goodwill impairment Total deferred income
charges 130 — 254 — tax assets 1,333 271 80 176
AFUDC equity income {53) (44) 1 (10)  WValuation allowance (145} — — —_
Other items, net {42) 3 ) (3)
Total income tax o Net deferred income
expense from tax assets 1,188 271 80 115
continuing Investments and other
operations $ 758 $ 377 $ 1868 $116 assets (781) (675) an “41)
Effective tax rate 41.4% 349% (77.5)% 36.7% FAccelerated depreciation
rates (6,052} (2,990) (1,529) (973)

Regulatory assets and
deferred debits (996) (513) 171 (93}

Total deferred income tax
lighilities (7,829 {4,178) (1,711) (1,107}

Net deferred income tax
liabilities $(6,641) $(3,907) $(1,631) $ (932)
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(a) Of the tax credit carmyforwands, $247 miilion relate to investment tax credils expinng in
2029 and stpseguent pericds and $145 million relates to alternative minimum tax
credits that have ne expiration,

For the Year Ended
December 31, 20098

Duke Duke Duke
Far the Year Ended Duka Energy Energy  Energy
December 31, 2009 {in millions) Energy  Camlinas Chio  Indiana
Duke Duke Duke Current deferred tax
Duke Energy Energy  Energy assets, included in
{in miflions} Energy  Carolinas Dhic  Indiana othier current assets $ 3 0% 82 % — %5 —
T Non-current deferred tax
Defarred credits and other assets, included in
liabilities $ 591 % 321 § 335 % 87 other investments and
Tax Credit Camyforwards 290 48 — 89 other assets 95 — — —
Other 260 20 13 3 Current deferrad tax
o : liabilities, included in
Tatal deferred income ' -
fax assets 1,141 389 48 179 O ;”;{Z”tr"arzg'?:s (27) - (@3 G2
uation all 1 — . _ on-cur efen X
Vaation alowance (163 " ligbllites (5,615 (3087) (1577 (679
MNet deferred income tax n
assefs 978 389 48 179 Total net deferred
incame tax
Investments and other liahilities $(5,544)  $(3,025) $(1,6207 ${711)
As5ElS {594 (539} {72} (30
Accelerated depreciation . . . . )
rates (4744) (2323 (1436)  (504) Deferred incorne taxes and fore%gn withholding taxes havg not
Regulatory assefs and been provided on undistributed earnings of Duke Energy's foreign
deferred debits {1,184 (552) (160} (188)  subsidiaries when such amounts are deemed 1o be indefinitely
Other — - - —  reinvested. The cumulative undistributed earnings as of
Total defierred income tax Decemper 31, 2010 on which Duke Energy has not provided
liabilifies ©522) (3414 (LB  {890)  deferred income taxes and forsign withholding taxes is $1.2 billion.
NNet deferred incorme tax The amount of unrecognized deferred tax liability related to these
liabilities $5,544) $(3.025) $(16200 (711} yndistributed eamings is estimated at between $175 million and

The above amounts have heen classified in the Consolidated
Balance Sheets as follows:

Deferred Tax Assets (Liabilities)

$250 midion.

Changes to Unrecegnized Tax Benefits

For the Year Ended
December 31, 2010

Far the Year Ended
December 31, 2010
Duke Dutke Duke
Duke Energy Energy  Energy
{in millions) Energy  Carolinas Ohie  Indiana
Current deferred tax
assets, Included in
other current assets $ 236 $ 8L % 9 $ 4l
MNon-current deferred tax
assefs, incloded in
other investments and
other assets 101 — — —
MNon-current deferred tax
liabilities (6,978) {3,988) (1,640) 973)
Total net deferred
income tax
llabilities 6,641 $(3,907) $(1,631) $(332)
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Duke Duke Duke
Dulke Energy  Energy Energy
Energy Carolinas  Ohie  Indiana
{in millizns) Increase/(Decrease)
Unrecognized Tax Benefits —
January 1, $ 664 $517 $32 528
Unrecognized Tax Benefits
Changes
Gross increases — tax
positions in prior
pericds 36 14 15 7
Gross decreases — tax
positions in prior
periods (43} ) (21) (13)
Gross increases —
current period tax
positions 5 3 1 1
Settlernents (3200 (310 2 (2)
Total Changes (322) {300} (3) H
Unracognized Tax Benefits —
Decamber 31, $ 342 $ 217 $29 $21
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For the Year Ended
Decernber 31, 2009

Duke Duke Duke
Duke Energy  Energy  Energy
Energy  Carclines  Ohio  Indiana
(in millions} Increase/i 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

positions in priar

perlods (38) (11) {9 {1}
Gross increases —

current periad tax

positions 11 8 1 2
Settlements (13 — (5) (4)
- Tatal Changes 9z 55 17 19
Unracogrized Tax Benefits —
December 31, $664 $517 $32 %28
For the Year Ended
December 31, 2008
Duke Duke Duke
Duke Energy Frergy  Energy
Energy  Carolinas  Ohio  Indiana
{in millions) increase/(Decrease)
Unrecognized Tax Benefits —
January 1, $348 %189 $ 47 $ 30
Unrecoghized Tax Benefits
Changes
Gross increases — tax
positions in prior
periods 204 281 — —
Gross decreases — tax
positions in prior
neriods {65) (1 (22 20
Gross increases —
current periad tax
poSitions 5 3 — —
Settlements (7 — (1 —
Lapse of statute of
limitations N — — —
Total Changes 224 273 (32) (21)
Unrecognized Tax Benefits —
December 31, 5572 $462 $15 § 9

Diike 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, Ouke Energy s unable to estimate the specific effect to efther.
At December 31, 2010, Duke Energy had $11 million that, if
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recoghized, would be recorded as a component of discontinued
operations. Duke Energy 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 recognized $26 million of net interest income, $7
million of net interest expense and $2 million of net interest incorme,
respectively, related fo income faxes. At December 31, 2010 and
2009, Duke Energy's Consolidated Balance Sheets included $33
million and $21 million, respectively, of interest receivable, which
reflects all interest related to income taxes, and $3 million and $3
million, respectively, refated to accruals for the payment of penalties.

Duke Energy Carolinas. At December 31, 2010, Duke Energy
Carolinas had $105 million of unrecognized tax henefit that, if
recognized, may affect the effective tax rate or a regulatory liability. At
this time, Duke Enargy Carclinas is unable to estimate the specific
effect to either. Duke Enengy Carolinas does not anticipale 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 million of net interest income,
no het interest income or expense and $2 million of net interest
expense, respectively, related to income taxes. At December 31,
2010 and 2009, Duke Energy Carolinas' Consolidated Balance
Sheets included $34 million and $32 miltion, respectivaly, of interest
receivabie related to income taxes. NG amount has been accrued for
the payment of penalties in the Consolidated Balance Sheets at either
December 31, 2010 or 2005,

Duke Energy Opio. At December 31, 2010, Duke Energy Ohio
had $1 million of unrecognized tax benefits 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 Decemnber 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 interast income,
respectively, related to income taxes. At December 31, 2010 and
2009, Duke Energy Ohic had $1 million of interest payable and $5
milfion of interest payable, respectively, which refiacts all interest
related to income taxes. No amount Ras been accrued for the
payment of penalties in the Consolidated Balance Sheets at either
December 31, 2010 or 2003,

Duke Energy Indiana. At December 31, 2010, no portion of the
total unrecognized tax benefits, if recagnized, would affect the
effective tax rate. Duke Energy Indiana does not anticipate 2
stgnificant increase or decrease in unrecognized tax benefits in the
next twelve months.

During the years ended December 31, 2010, 2002 and 2008,
Duke Energy Indiana recognized $5 millicn of net interest income,
$5 million of net interest expense and $4 million of net interest
income, respectively, related o income taxes. At December 31, 2010
and 2008, Duke Energy Indiana had interest payable of $2 mitlion
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and §6 million, respectively, which reflecis all interest ralated to
income taxes. No amount has been accrued for the payment of
penalties in the Consolidated Balance Sheets at either Decernber 31,
2010 or 2009,

Duke Energy and its subsidiaries are no longar subject to U.S.
jederal examination for years before 2004, The years 2004 and
2005 are in Appeals. The Internal Revenue Service (IRS) is currently
auditing the federal income tax returns for years 2006 and 2007,

- With few exceptions, Duke Energy and its subsidiaries are no longer
subject to state, local or non-U.S. income tax examinations by tax
authorities for years before 2000.

As of December 31, 2010 and 2009, $208 miltiors and $359
miflion, respectively, of federal income tax receivables were included
in Other within Current Assets on the Consolidated Balance Sheets.
At December 31, 2009, the halance exceeded 5% of Total Current
Assels,

23. SUBSEQUENT EVENTS

For information on subsequent events related to acquisitions,
regulatory matters and commitments and contingencies, see Notes 3,
4 and 5, respectively.

24. QUARTERLY FINANCIAL DATA (UNAUDITED)

Duke Energy

(In millions, except per First Second _Third Fourth

share data) Quarter Quarter Quarter Quarter Totat
2010
Ciperating revenues $3,594 $3,287 $3,946 $3,445 $14,272
Cperating income (loss) 761 (14) 1,033 681 2461
Met income (loss)

attributable to Duke

Energy Corporation 445 (222 670 427 1,320
Earnings (loss) per share:

Basicl? $ 031 50.17% 051 ¢$032% 100

Rilutedw $ 034 50,171 051 $ 032 % 1.00
2008
Operating revenues $3,312 $2,913 $3,396 $3,110 $12,731
Operating incoms 681 528 445 585 2,249
MNet income altributable to

Duke Energy

Corparation 344 276 109 346 1,075
Earnings per share:

Basicts $ 027302150028 02% 0383

Ciluzed!s! $ 02750215 008%026% 083

{a} Quarterly EPS amounts are meant to be stand-alore calculations and are not ahvays
adefitive to ful-year amount dug to rounding.
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All amounts discussed below are pre-tax uniess ctherwise
noted.

During the first quarter of 2010, Duke Energy recorded the
following unusual or infrequently sccurring tem: a $68 million
charge relzted to a voluntary severance program {See Note 19).

During the second quarter of 2010, Duke Energy recorded the
following unusual or infrequently occuring items: a $300 million
non-cash goodwill impairment charge related to the non-reguiated
Midwest generation reporting unit to write-down the value of the
goadwill to the estimated fair value (see Note 12); a $160 million
impairment charge related to certain generating assels and emission
allowances in the Midwest to wiite-down the vaiue of these assets to
their estimated fair value {see Note 12); and a $76 million charge
related to 2 voluntary severance program (See Note 19).

During the third quarter of 2010, Duke Energy recorded the
following unusual or infrequently occurring items: a $44 million
charge to operating expenses to reflect the impact of a settlement
agreement provision which reduces the return on eguity for a portion
of the Edwardsport IGCC plant construction costs (See MNcte 4): and a
$20 million charge related to a voluntary severance program {See
Naote 12).

During the fourth quarter of 2010, Duke Energy recorded the
following unusual or infrequently occurring items: a $109 million
gain on the sale of its 30% equity investment in Q-Comm
Corporation {Ses Note 13); a $139 million gzin cn 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 infrequently occurring ftem: a $33 millicn
charge associated with performance guarantess issued on behalf of
Crescent {see Note 7).

During the second gquarter of 2009, Duke Energy recorded the
following unusual or infreguently cccurring item: a $33 million
charge associated with an adverse ruling on prior year's fransmission
fees in Brazil (see Note 5). ‘

During the third quarter of 2009, Duke Energy recorded the
following unusual of infrequently occurring items: a $371 millicn
non-cash geadwill impairment charge refated to the non-regulated
Midwest generation reporting unit to write-down the vajue of the
goodwill to the estimated fair value (see Note 12); and a $42 million
impairment charge related 1o cerfain generating assets in the Midwest
to write-down 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 occurring Ttern: an $18 million
impairment charge to write-down the carmying value of International
Energy’s investrient in Attiki (see Note 13},
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DUKE ENERGY CORPORATION + DUKE ENERGY CAROLINAS, LLC * DUKE ENERGY CHID, INC.

DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Duke Energy Carolinas

First Second Third  Fourh

{In millions) Quarter Quarter Quarter Quarier Total
2010

Operating revenues  $1,545 $1,513 $1,877 $1,489 $6424
Operating income 347 313 521 264 1,445
Net income 1892 202 315 129 838
2009

Operating reverwes  $1,353  $1,290 $1544 $1,308 $5,495
Operating income 304 291 450 240 1,287
Met income 162 151 2685 124 702

All amounts discussed below are pre-tax unless otherwise
noted.

During the first quarter of 2010, Duke Energy Carolinas
recorded the following unusual or infrequently accurring item: a $42
million charge related to a voluntary severance program (See
Note 19).

During the second guarter of 2010, Duke Energy Carolinas
recorded the following unusua! or infrequently occurring item: a $43
million charge refated to a voluntary severance program (See
Note 19).

During the third quarter of 2010, Duke Energy Carolinas
recorded the following unusual or infrequently occurring item: a $13
million charge related to a voluntary severance program {See Note
19).

During the fourth quarter of 2010, Duke Energy Caralinas
recorded the following unusual or infrequently oceuring item: a $1
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,

Duke Energy Ohio

First Second Third  Fourth
{In millions} Quarter Quarter Quarier Quarter Total
2010
Operating revenuss $ 977 $649 $923 $780 $3,329
QOperating incoms (ioss) 222 (781} 279 55 (225}
Net income (loss) 130 (759) 176 12 441)
2009
Operating ravenues $1,006 $736 $872 $774 $3,388
Operating income (loss) 167 99  {536) 136 (134)

Net income (loss) 85 45  (628) 72 {426)
All armounts discussed below are pre-tax uniess ctherwise
noted.
During the first quarter of 2010, Duke Energy Ohio recorded the
following unusual or infrequently oocurring item: an $11 million
charge related to a voluntary severance program {See Note 19).

During the second qguarier of 2010, Duke Energy Ohio recorded
the following unusual or infrequently coourring items: a $461 miilion
non-cash goodwill impairment charge related 1o the non-regulated
Midwest generation reporting unit to write-down the value of the
goodwill to the estimated fair value (see Note [2); a $160 million
impairment charge related to certain generating assets and ernission
allowances in the Midwest to write-down the value of these assets o
their estimated fair value (see Note 12}; a $216 million non-cast
goodwill impairment charge related to the Ohio T&D reporting unit to
write-down the valug of the goodwill to the estimated fair value (See
Note 12); and & $10 rnillion charge related 1o a voluntary severance
program (See Note 19).

During the third gquarter of 2010, Duke Energy Ohio recarded
the following unusual or infrequently occuring item: a $2 million
charge related o a voluntary severance program (See Note 19).

During the fourth quarter of 2010, Duke Energy Ohio fecorded
the following unusual or infrequently occurring item: a $17M charge
related to an unfavorable PUCO ruling for Ohio storm costs previousty
deferred; a $1 million charge related to a voluntary severance
program (Sge Note 19).

There were no unusual or infrequently occurring items during
the first, second, or fourth quarters of 2009.

Luring the third quarter of 2009, Duke Energy Ohio recorded
the following unusual or infrequently occurring itemns: a $727 million
non-cash gocdwill impairment charge reiated to the non-regulated
Mlidwest generation reparting unit to write-down 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
to write-down the vaiue of these assets to their estimated fair value
(see Note 12).

Duke Energy indiana
First  Second Third  Fourth

(In millions) Quarter Quarter  Quarter  Quarter Tatal
2010

Dperating revenies $610 $579 $694 %8637 $2,520
Operating income 121 109 149 127 506
Net income 70 57 92 66 285
2009

Operating revenues $613  $550 $622  $568 $2,353
Operating incorme 102 96 113 112 423
Net irncome 48 40 55 58 201

All amounts discussed below are pre-tax unless otherwise
noted. ‘

During the first quarter of 2010, Duke Energy Indiana recorded
the foliowing unusual or infrequently cccurring item: a $10 million
charge related to a voluntary severance program (See Note 19).
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DUKE ENERGY CORPORATION * DUKE ENERGY CAROLINAS, LLC + DUKE ENERGY OHIO, INC. ¢ DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

During ihe second guarter of 2010, Duke Energy Indiana
recorded the following unusual or infrequently cccurring item: 2 $16
million charge related to a veluntary severance program {(See Note
19).

During the third quarter of 2010, Duke Energy indiana recorced

the following unusual or infrequently oceurring tem: a $44 miilion
disallowarice impairment charge related to the Fdwardsport 1IGCC
plant construction costs {See Note 4); and a $3 million chargs
related to a voluniary severance program (See Note 19).

DUKE ENERGY CORPORATION / 2010 FORM 10-K
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During the fourth quarter of 2010, Duke Energy Indiana
recorded the following unusual or infrequently occurring item: a $4
miilion charge related to a voluntary severance program (See Note
19).

There were no unusuat or infrequentty occurnng items
during the first, second, third, or fourth quarters of 2009.
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DUKE ENERGY CORPORATION
Schedule I—Condensed Parent Company Financial Statements
Condensed Statements of Operations
Years Ended December 31,

{in miliions, except per-share amounts) 2010 2009 2008
Operating Ravenues $ — 3 — %5 —
Operating Expenses 52 1 (4)
Operating {Loss) income {52) (1) g
Equity in Earaings of Sutsidiaries 1,284 1,005 1,275
Other Income and Expenses, net G 9 (8)
Interest Expense 139 95 42
Income Before Income Taxes 1,199 1,004 1,229
tncorne Tax Berefit {118) (59 {50
income From Continuing Operations 1,317 (1,063 1,279
Income (Loss) From Discontinued Operations, net of tax 3 12 15
Income Before Extraordinary ftems 1,320 1,075 1,295
Extraordinary ltems, net of tax . — — 67
Net Income $1,320 $ 1,075 $1,382
Common Stock Data
Eamings per share {from cantinuing operations}

Basic $100 § 082 §$ 101

Diluted $ 100 % 082 . %101
Eamings (loss) per share (from discontinued operations) - )

Basic $ — §$ 001 $o002

Diluted $ — % 001 %001
Eamings per share (before extraordinary items)

Basic . $100 $ 083 .% 1.03

Diluted $100 3% 083 %102
Eamings per shate (from extrastdinary items) o '

Basic $ — $ — $005

Diluted $§ — % — %005
Earmings per share : .

Basic $ 100 $ 083 % 108

Dilutad $ 100 % 083 $ 107
Dividends per share $097 §$ 054 %090
Weighted-average shares outstanding , 7 : ;

Basfc 7 | 1,318 1,293 1,265

Diluted : : : 1,319 - 1,294 1,267
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DUKE ENERGY CORPCRATION
Schedule I—Condensed Parent Company Financial Statements
Balance Sheets
Degcember 31,
(In millions, except per-share amounts) 2010 2009
ASSETS
Current Assets
Cash and cash equivalents $ 488 $ 365
Receivabies 913 1,240
Other 34 a5
Teotal current assets 1,435 1,660
Investments and Other Assets
Notes receivable . 450 A50
Investment in consclidated subsidiaries 24,410 23,361
Other 525 1,089
Total investments and other assets 25,385 24910
Total Assets $26,820 $26,570
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 138 $ 102
Taxgs accrued 39 _
Other 58 71
Total current Nabilities 235 173
Long-term Debt 3,222 2,971
Other Long-Term Liabilities
Deferred income taxes — 175
Other 841 1,501
Total other long-term liabilities 841 1,676
Commitments and Contingencies
Common Stockhoiders’ Equity
Comman Stock, $0.001 par value, 2 billion shares authorized; 1,32% 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 earings 1,486 1,460
Accumulated other comprehensive loss 2 (372)
Total comman stackholders' eguity 22,522 21,750
Total Liabilities 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 20049 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $1,320 %1075 %1382
deustmems to reconcile net income to net cash provided by operating activities {1,142) {1,002 (748)
MNet cash provided by operating activ‘wties 178 73 614
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of availabie-for-sale securities — — {117}
Proceeds from sales and maturities of availabie-for-sale securities 36 17 1,367
Distributions fram wholly-owned subsidiaries 350 — -—
tvestment in wholly-owned subsidiary — (250) —
Notes receivable frorn affiliates, net 263 (272) (765}
_ Other 6 9 (19)
Net cash provided by {used in) investing activities 655 (455) {534)
CASH FLOWS FROM FINANCING ACTIVITIES o
Proceeds from the:
issuance of long-term debt 522 1,740 771
Issuance of commoan stock related to employee benefit plans 302 51 133
Payments for the redemption of long-term debt (274) —_ —
Notes payable and commercial paper (2) (26%) 112
Dividends paid 1,284) (1.222) (1143}
_ Other 26 15 7
Net cash (used in) provided by financing activities _ ‘ (7100 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 % 5
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DUKE ENERGY CORPORATION
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 substantially all of its business operations through its -
subsidiaries. As specified in the menger conditions issued by various W;'ghrm' December 31,
L . . . \ . verage
state comimissicns in connection with Duke Energy's merger with (in millians) Rate YearDue 2010 2009

Cinergy Corp. {Cinergy) n April 2006, there are restrictions on Duke
Energy’s ability to obtain funds from certain of its subsidiaries through
dividends, lcans or advances. For further information, see Note 4 to
the Consofidated Financial Statements, “Regulatory Matters.”
Accordingly, these condensed financiai statements have heen
prepared on a parent-onty basis, Under this parent-only presentation,
Duke Energy’s investments in its consolidated subsidiaries are
presented under the equity method of accounting. In accordance with
Ruie 12-04 of Regulation S-X, these parent-only financial statements
do not include ail of the information and footnotes required by
Generally Accepted Accounting Principles (GAAP) in the United
States (U.8.) for annual financial statements, Because these parent-
only financial statements and nates do not include all of the
information and footnotes required by GAAP in the U.S. for annual
financial statements, these parent-only financial statements and other
information included should be read in conjunction with Duke
Energy's audited Consolideted Financial Staternents contained within
Part |1, Item 8 of this Form 10-K for the year ended December 31,
2010

Duke Energy and its sutsidiaries file a consolidated federal
income tax retum and other state and foreign jurisdictional returns as
required. The taxable income of Duke Energy's wholly-owned
aperating subsidiaries is raflected in Duke Energy's U.S. federal and
state income tax returns. Duke Energy has a tax sharing agreement
with its whally-owned operating subsidiaries, where the separate
refurn method is used to allocate tax expenses and benefits to the
wholly-owned cperating subsidiaries whose investrments or results of
operations provide these tax expenses and benefits. The accounting
for income taxes essentially represents the income taxes that Duke
Energy's wholly-awned operating subsidiaries would incur if each
were a separate company filing its own tax return as a C-Corporatiaon.

DUKE ENERGY CORPQRATION / 2010 FORM 10-K

50% 2013-2018 %2772 32521
0.4% 450 450

$3,222 32,971

ta) Includes $450 million at December 31, 2010 and 2009 that was classified as Long-
term Dabit on the Consolidated Balance Sheets due to the existence of long-term cradit
faciities which back-stop these commerciai paper balances , along with Quke Energy's
ability and intent to refinance these balances on a long-term basis. The weighted-
average days to maturity was 14 days as of Decernier 31, 2010 and 2009,
respactively.

Unsecured debt
Commercial papert?

Total iong-term debt

At December 21, 2010, Duke Energy has guaranteed
approximately $2.0 billion of debt issued by Duke Energy Carolinas,
LLC, one of Duke Energy’s wholly-owned operating subsidiaries.

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

In August 2008, Duke Energy issued 31 Lillion principal
amount of senior notes, of which $500 million carry a fixed interest
rate of 3.95% and mature September 15, 2014 and $5C0 million
carny a fixed interest rate of 5.05% and mature September 15,
2019, Proceeds from the issuance were used to redeermn commercial
paper, to fund capital expenditures in Duke Energy's unregulated
businesses in the U.S. and for generai 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.

Annual Maturities as of December 31, 2010

{in millions)

2011 $ 450
2012 —
2013 249
2014 1,325
2015 450
Thereafter 748
Tatal lang-term deft, including current maturities $3,222
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CUKE ENERGY CORPORATION

Schedule | — Condensed Parent Company Financial Statements — (Continued)

3. COMMITMENTS AND CONTINGENCIES

Duke Energy and its subsidiaries are a party to litigation,
environmental and other matters. For further information, see Note 5
to the Consolidated Financial Statements, “Commitments and
Contingencies.”

Duke Energy has various financial and performance guarantees
and indemnifications which are issued in the normal course of
business. These contracts include performance guarantees, stand-by
letters of credit, debt guarantees, surety bonds and indemnifications.
Duke Energy enters into these arrangements to facilitate commercial
transactions with third paries by enhancing the value of the
transaction to the third party. The maximum potential amount of
future payments Duke Energy could have been required to make
under these guarantees as of December 31, 2010 was
approximately $4.4 billion. Of this amount, substantially all relates to
guaranteas of wholly-owned consalidated entities, including debt
issued by Duke Energy Carclinas discussed above, and less than
wholly-owned consolidated entities. The majority of these guarantees
expire at various times between 2011 ang 2035, with the remaining
performance guarantees having no contractual expiration. See Mote 7
to the Consolidated Financial Statements, “Guarantees and
Indemnifications,” for further discussion of guzrantees issued on
behalf of unconsalidated affiliates and third parties.

4. RELATED PARTY TRANSACTIONS

Balances dus to or dug from related parties included in the
Balance Sheets as of December 31, 2010 ang 2009 are as follows:

Dacember 31,
(in milllons) 2010 2009
Assets {Liabilities)
Current assets due from affiliated companiestaet $ 39 % 78
Current liabilities due to affilated companiesle ${135) $(101}
MNon-cunrent liabilities due to affiliated companiest $(766) $(766)

(a) Balance excluges assets o liabilities assnciaterd with money nool arrangements, which
are discussed beiow,

(b} The balances at Decamber 31, 2010 and 2009 are classified as Recelvables on the
Balance Shests.

() The balances at December 31, 2010 and 2009 are classified as Accounts Payable on
the Balance Sheets.

(d) The haiances at Decernber 31, 2010 ana 2009 are clessified as Other witnin Cther
Long-Term Liabiliies on tne Balance Sheets,
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Duke Energy provides support to certain subsidiarias for their
short-term borrowing needs through participation in a monay poo!
arrangement. Under this arrangement, certain subsidiaries with short-
term funds may provide short-term loans to affiliates participating
under this arrangement. Additionally, Duke Energy provides loans to
subsidiaries through the money pod!, but is net permitted to borrow
funds through the money pool arrangement. Duke Energy had
receivables of approximately $872 millien and $1,135 million as of
December 31, 2010 and 2009, respectively, classified within
Receivables in the accompanying Balance Sheets. Additionally, Duke
Energy had money poci-refated receivables of $450 million classified
as Notes Receivable within Investments and Other Assets on the
Balance Sheets as of both Decermber 31, 2010 and 2009, The
$263 million decrease in money poal receivables during 2010 and
the $272 million increase during 2009 are refiected as Notes
Receivable from Affiliates, net within Net Cash (Used in) Provided by
Investing Activities on the Condensed Statemmenis of Cash Flows, In
cenjunction with the money pool arrangernent, Duke Energy recorded
interest income of approximately $7 million, $12 millicn and 323
million in 2010, 2008 and 2008, respactively, which is included in
Other Income and Expenses, net on the Condensed Staternents of
Operations.

Duke Energy alsa provides funding to and sweeps cash from
subsidiaries that de not participate in the money peal. 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 carried as open accounts as either Investments
and Advances to Consclidated Subsidiaries or as Other Non-Current
Liabilities and do not bear interest. These amounts are included
within Net Cash (Used in) Provided by Operating Activities on the
Condensad Statements of Cash Flows.

During the year ended Decernber 31, 2010, Duke Energy
forgave a $29 millian advance to Cinergy Corp. During the year
ended December 31, 2009, Duke Energy contributed approximately
$250 million of capifal to its wholly-owned subsidiary, Cinergy Corp.
Additionally, Duke Energy received dividends from Duke Energy
Carolinzs of $350 million in 2010 and from Cinergy Corp. of $200
million in 2008, which are reflected within Net Cash (Used in)
Provided by Dperating Activities on the Condensed Staternents of
Cash Flows,



PART Il

=

DUKE ENERGY CORPCRATION *» DUKE ENERGY CAROLINAS, LLC

DUKE ENERGY OHIQ, INC.  »  DUKE ENERGY INDIANA, INC.

Schedule {f — Valuation and Qualifying Accounts and Reserves — (Continued)

Duke Energy
Additions:
Balance at Charged to Balance at
Beginning  Charged to Other End of
(In miltions) of Period Expense Accounts  Deductionste Periad
December 31, 2010:
Injuries and damages® $ 984 $ 1 $— %127 $ 858
Allowance far doubtful accounts 42 26 — 34 34
Allowance for doubtful accounts — restricted receivables of VIEst [ 7 22 1 34
Othertd 226 120 44 180 380
$1,428 $154 $66 342 $1,306
December 31, 2009:
injuries and damages® $1,035 $ — 3 $ 51 $ 934
Allowance for doubtful accounts 42 23 G 26 43
Utherid: 5h5 52 24 235 396
$1,632 $ 75 $33 $312 $1,428
December 31, 2008:
Injuries and damagas®h $1,086 3 — $— $ 51 $1,035
Afiowanee for doubtful accounts &7 34 — h% 42
Cthertd 623 137 36 241 555
31,776 $171 $36 $351 31,632

ta} Prncipally cash payments and reserve reversals,
{b)y Prncipally ashestos raserves at Duke Energy Carlinas.

¢} Principally allowance for Cmergy Receivables which was Conzolidated on tanuary 1, 2010.
td) Prncipally nuclear property insurance raserves gt Duke Erergy Carolinas, insurance reserves at Bison and other reserves, (ncluded in Other within Current Liabilities o Gther within

Deferred Credits and Other Liabilities on the Consclidated Balance Sheets.

The valuation and reserve amounts above do not inciude unrecognized tax benefits amounts or deferred tax asset valuation allowance

amounts.
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DUKE ENERGY CORPORATION * DUKE ENERGY CAROLINAS, LLC = DUKE ENERGY OHIQ, INC.

* DUKE ENERGY INDIANA, INC.

Schedule Il — Valuation and Qualifying Accounts and Reserves — (Continued)

Duke Energy Carolinas

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 darmages® $ 980 $— $— $127 $. 8S3
Allowange for doubtful accaunts 2z 17 — 16 -3
Alfowance for doubtful accounts — restricted receivables of VIEs 6 1 — 1 6
Qthar 124 31 25 133
$1,112 $49 53 $169 995

December 31, 2009:
Injuries and damages® $1,031 $— $— - % A8l $ 980
Allowance for doubtful accounts 7 17 — 16 8
Gthert: 200 4 — 80 124
$1,238 $21 $— $147 $1,112

December 31, 2008:
Injuries and damagest® $1,081 $— $— $ 50 $1.031
Allowance for douttful accounts 3] 15 — 14 7
Ctherlc! 189 18 — 7 200
$1.276 $33 $— $ 71 $1,238

{a} Principally cash payments and reserve reversals,
(b} Principally asbestos reserves.

(2} Principally nuchss propedy insuranca and other resenes, inchuded in Other within Deferred Credits ani Other Uabilties on the Consolidzted Balance Sheets.

amounts,
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The valuation and reserve amounts above do not include unrécognized tax benefits amounts or deferred tax asset valuation allowance
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DUKE ENERGY CORPORATION

* DUKE ENERGY CAROLINAS, LLC « DUKE ENERGY OHIO, INC. * DUKE ENERGY INDIANA, N

Schedule il — Valuation and Qualifying Accounts and Reserves — (Continued)

Duke Energy Ohio
__A_dditions:
Balance at Charged to Balance
Beginning  Charged to Other End of
(In miitions) of Period Expense Accounts  Deductionst® Period
Year Ended December 31, 2010:
Allowancs for doubtful accounts $17 $ 1 5— $— $18
Environmental® 20 — 39 10 49
lUncertain Tax Provisicns _— 20 — 10 10
Qtherte il —_ — 10 1
548 $21 $39 $30 $78
Year Ended December 31, 2009:
Allowance for doubtful accounts $18 31 $— $ 2 $17
Environmental® 11 (10} 21 2 20
Otherte! 11 2 — 2 11
40 % (7} 321 %6 $48
Year Enced December 31, 2008:
Allowance for doubtful accounts 3 3 %15 — F— $18
Environrmental® ] 4 — 1 11
Uncertain tax provisionst 10 — — 10 .
Qtharic! 3 10 — 2 11
$24 529 $— $13 $40

(a) Principally cash payments and reserve reversals.

() Included in Other within Deferred Credits and Other Liabilities on the Consofidated Balance Sheets. In 2009, PUCO issued an order allowing the deferral of costs related to Manufactur:

Gas Plant sites inte a regulatory asset, which resulted in a net credit to expense during 2009,

tcy  Principally mark-to-market and other reserves, included in Unrealized gains on mark-to-market and hedging transactions within Curent Assets and Other within investrents and Other
Assets, Unrealized losses o rrark-to-market and hedging transactions within Currert Liabilities and Other within Deferred Credits and Other Liabiltties on the Consotidated Balance

Sheets.

{d) Included in Taxes accrued and Interest accrued within Current Liabilities on the Consolidated Balance Sheets.
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DUKE ENERGY CORPORATION * DUKE ENERGY CARQOLINAS, LLC = DUKE ENERGY OHIO, INC. = DUKE ENERGY INDIANA, INC.

Schedule Il — Valuation and Qualifying Accounts and Reserves — {Continued)

Duke Energy Indiana
Additions
Balarice at Charged to Balance at
Beginning  Charged 1o Other © Ehd of
{In millions) of Period Expense Accounts  Deductionste Pericd
December 31, 2010: ’
Injuries and damages 54 $— $— $— $4
Allowance for doubtful accounts 1 — —_ — 1
Othert 18 1 —_ 7 12
$23 $1 $— $7 517
Decernber 31, 2009:
injuries and damages % 4 $— E— $— % 4
Allowance for doubtful accounts 1 1 - 1 !
QOtherd 15 5 — . 2 18
$20 $6 £— $3 $23
Decernber 31, 2008: ‘
Injuries and damages $ 4 $— $— 5— $ 4
Allowance for doubtful accounts 1 H — 1 1
Other® ' 10 ] — 1 15

$15 $7 $— 32 $20

(a) Principally cash payments and reserve reversals.
by Principatly environmental reserves included in Other within Deferred Credits ang Other Liabilities on the Consolidated Balance Sheets.

The valuation and resetve amcunts above do not include unrecognized tax benefits amounts or deferred tax asset valuation allowance
amounts.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCGUNTING AND

FINANCIAL DISCLOSURE.

fNone.

ITEM 9A. CONTROLS AND PROCEDURES - DUKE ENERGY, DUKE ENERGY CAROLINAS, DUKE
ENERGY OHIO AND DUKE ENERGY INDIANA,

Disclosure Controls and Procedures

Disclosure controls and procedures are controls and gther
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
perods specified by the Securities and Exchange Commission's (SEC)
rules and forms.

Disclosure controls and procedures include, without limitation,
contrals and procedures designed to pravide reasonable assurance
that information required to be disclosed 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 Officer, as appropriate, to
allow timely decisions regarding reguired disclosure.

Lnder the supervision and with the participation of
management, including the Chief Executive Officer and Chief
Financial Officer, the Duke Energy Registrants have evaluated the
effectiveness of their disclosure contrals and procedures (as such
term is defined in Rule 132a-15(g) and 15d-15{(e) under the
Exchange Act) as of December 21, 2010, and, based upon this
evaluation, the Chief Executive Officer and Chief Financial Officer
have concluded that these controls and procedures are effective in
providing reasonable assurance of compliance.

Changes in Internal Control over Financial Reporting

Under the supervision and with the participation of
management, including the Chief Executive Officer and Chief
Financial Officer, the Duke Energy Registrants have evaluated
changes in intemal cantro! over financial reparting (as such term is
defined in Rules 13a-15(f and 15d-15(f under the Exchange Act)
that cccurred during the fiscal quarter ended December 31, 2010
and have concluded no change has materially affected, or is
reasonably likely 1o materially affect, internal control over financial
reporting.
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Management's Annual Report On Internal Control Over Financial
Reporting

The Duke Energy Reglstrants’ management is responsible for
establishing and mazintaining an adequate system ¢f intermnal control
over financial reporting, as such term is defined in Exchangs Act
Rules 13a-15(f) and 15d-15(f). The Duke Energy Registrants’
internai contral systerm was designed to provide reasonable assurance
regarding the refiability of financial reporting and the preparation of
financial statements for external pumnses, 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 to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, of that the
degree of compliance with palicies and procedures may deteriorate.

The Duke Energy Registrants” management, including their
Chief Executive Officer and Chief Financial Officer, has conducted an
evaluation of the effectiveness of their internal control over financial
reporting as of December 31, 2010 based on the framework in
internal Controf — [ntegrated Framework issued by the Commitiee of
Sponsoring Organizations of the Treadway Commissian, Based on
that evaluation, management concluded that its intemal controls over
financial reporting were effective as of December 31, 2010,

Delaitte & Touche LLP, Duke Energy's independert registered
public accounting firm, has issued an attestation report on the
affectivenass of Duke Energy’s intemal control aver financial reporting.
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

Duke Energy will provide information that is responsive to this liem 13 in its definitive proxy statement or in an amendment to this Annual
Raport 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 elsewhera therein. That infarmation is incorporated in this ltem 10 by reference.

ITEM 11. EXECUTIVE COMPENSATION.

Duke Energy will provide infarmation that is responsive to this Item 11 in its definitive proxy statement 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 &ither case under the caption “Executive
Compensation,” and possibly efsewhere therein, That information is fncorporated in this ltem 11 by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS.

Duke Energy will provide information that is responsive to this Item 12 In its definitive proxy steterment 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 "Security
Qwnership of Certain Beneficial Owners and Managerment and Related Stockholder Matters,” and possibly elsewhere therein. That information
is incorporated in this ltem 12 by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

Duke Energy will provide information that is responsive to this item 13 in its definitive proxy statement ar 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 gither case under the caption "Certain
Relationships znd Related Transactions, * and passibly elsewhere therein, That information is incorporated in this ltem 13 by reference.
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

Deloitte & Touche LLP, and the member firms of Deloitte Touche Tohmatsu and thelr 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 costs
have been allocated to Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana {collectively referrad to as the Subsidiary
Registrants}. The following tables present the Deloitie fees for senices rendered 1o Dulke Energy and the Subsidiary Registrants during 2010 and
2009

Duke Energy

{In millions)
Types of Fees 2010 2009
Audit Feesia $85 %88
Audit-Related Fess® 2.1 1.8
Tax Feas 0.8 0.4
Alf Other Feesft! ‘ — 0.1
Total Fees $114  F11.1

Subsidiary Registrants

{In millions)

Duke Energy Carolinas  Duke Energy Ohic  Duke Energy Indiana

Types of Fees 2010 2009 2010 2009 2010 2009
Audit Fees® $4.2 $4.1 $1.8 $2.1 1.3 514
Audit-Related Fees®™ 1.1 0.8 04 0.4 0.3 0.3
Tax Fegs® 0.4 Q.2 0.2 0.1 0.1 g1
Total Fees $5.7 $5.1 $2.4 326 $1.7 $1.8

(a) Audit Fees are fees billed or expected 10 be billed for professional services for the audit of Duke Energy and the Subsidiary Registrants’ financial staternents included in the annual report
an Form 10-K and the review of financial statements included in quarterly reports on Forrm 10-Q, for services that are narmally provided by Deloilte in connection with statutary,
regulatory or other filings or engagements or for any other service performed by Delaitte to comply with generally accepted auditing stardards.

{b) Audit-Related Fees are fees for assurance and related services that are reasonably related to the performance of an audit or review of financial statemenits, including assistance with
acquisitions and divestitures and intemai control reviews.

{c} Tax Fees are fees for tax retumn assistance and preparation, tax examination assistance, and professicnal services related to tax planning and tax strategy.

{d) Al Other Fees are fees for any sarvices not included in the first three categories, pimarily translation of audited financials into forsign languages, accounting training and conferences.

To safeguard the continued independence of the independent auditor, the Duke Energy Audit Committee adopted a palicy that provides
that the independent public accountants are only permitted to provide services fo Duke Energy and its consolidated subsidiaries, including the
Subsidiary Registrants that have been pre-approved by the Duke Energy Audit Cormmittes. Pursuant to the policy, detailed audit services, audit-
reiated 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-approved limits, the Duke Energy Audit Committee must pre-apgrove the service. All other services
that are net prohibited pursuant to the Securities and Exchange Commission's or cther appiicable regulatory bodies’ rules of regulations 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 Commitiee pursuant to its pre-approval policy.
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES.

{a) Consalidated Financial Staternents, Supplemental Financial Data and Supplemental 'Schedules included in Part Il of this annual report
are as follows:

Duke Energy Corporation:

Consolidated Financial Statements

Consolidated Staternents of Operaticns for the Years Ended December 31, 2010, 2009 and 2008

Consolidated Balance Sheets as of Decemier 31, 2010 and 2009

Consolidated Staterments of Cash Flows for the Years Ended December 31, 201G, 2009 and 2008

Consolidated Staterents of Equity and Comprehensive Income for the Years ended December 31, 2010, 2009 and 2008
Notes to the Consclidated Financial Statements

Quarterly Financial Data, (unaudited, included in Note 25 to the Consclidated Financial Statements)

Consolidated Financial Statement Schedule I-——Condensed Parert 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 Accounting Firm

Duke Energy Carolinas, LLC:

Coensolidated Financial Staternents

Consclidated Statements of Cperatians for the Years Ended December 31, 2010, 2009 and 2008

Consolidated Balance Sheets as of 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 Staterments

Quarterly Financial Data, {unaudited, included in Note 2% to the Consolidated Financial Statements)

Consolidated Financial Statement Schedule I—Valuation and Qualifying Accounts and Reserves for the Years Ended December 31,
2010, 2009 and 2008

Report of Independent Registered Public Accounting Firm

All other schedules are omitted because they are nat required, or because the required information is included in the Consolidated
Financial Statements or Notes.

Duke Energy Ohio, Inc.

Consolidated Financial Statements
Consclidated Staternents of Operations for the Years Ended Decerber 31, 2010, 2009 and 2008
Consolidated Balance Sheets as of Decernber 31, 2010 and 2009

Consolidated Staternents of Cash Flows for the Years Ended December 31, 2010, 2009 and 2008
Consolidated Statements of Common Stockholder's Equity and Comprehensive income for the Years Ended Decemiber 31, 2010,
2009 and 2008

Notes to the Consolidated Financial Statements
Quarterly Financial Data (unaudited, included in Mote 25 to the Consolidated Financial Statements)

Consolidated Financial Statement Schedule —Valuation and Qualifying Accounts and Reserves for the Years Ended December 31,
2010, 2009 and 2008
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Repart of independent Registered Pubilic Accounting Firm

All other schedules are omitted because they are not required, or because the requirad information is included in the Consolidated
Financial Staterments or Notes.

Duke Energy Indiana, Inc.
Consolidated Financial Statements
Consolidated Statements of Operations for the Years Ended December 31, 2010, 2009 and 2008
Consolidated Balance Sheets as of December 31, 2010 and 2009
Consolidated Statements of Cash Flows for the Years Ended December 31, 2010, 2003 and 2008

Consolidated Staternents of Common Stockholder's Equity and Comprehensive lncome for the Years Ended December 31, 2010,
2009 and 2008

Notes to the Consolidated Financial Statements
Quarterly Financial Data (unaudited, included in Mote 25 o the Consolidated Financial Statements)

Consolidated Financial Staternent Schedule [I—Valuation and Qualifying Acoounts and Reserves for the Years Ended Decemnber 31,
2010, 2009 and 2008 Report of Independent Registered Public Accounting Fimmn

Ali other schedules are omitted hecause they are not required, or becalise the required information is included In the Consolidated
Financial Statements or Notes,

(5) Exhibits—See Exhibit Index immediately following the signature page.
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PART IV

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrants have duly caused this
report to be signed on their behalf by the undersigned thereunto duly authorized.

Date: February 25, 2011

DUKE ENERGY CORPORATION

(Registrants)

/s JAMES E. ROGERS
James E. Rogers

Chairman, President and
Chief Executive Officer

By:

Pursuant to the requirements of the Securities 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.

(iy /o James E. Rogars
James E. Rogers
Chairman, President and Chief Executive Officer (Principal Executive Officer and Director)

{iiy /s LynnJ, Good
Lynn J. Good
Group Executive and Chief Financial Officer (Principat Financial Officer}

{iii) /o Steven K, Young
Steven K. Young
Senior Vice President and Controfler (Principal Accounting Officer)
(iv) Directors:
William Barnet, lI*
G. Alex Bemhardt, Sr.*
Michael G. Browning*
Danigl R. DiMiceo™
John H. Forsgren*
Ann M., Gray*
James H. Hance, Jr.*
E. James Reinsch*
James T. Rhodes*

Philip R. Sharp*
Date: February 25, 2011

Lynn J. Goad, by signing her name hereto, does hereby sign this document on behalf of the registrant and on behalf of each of the above-
named persons previcusly indicated by asterisk pursuant to a power of attorney duly executed by the registrant and such persons, filed with the
Securities and Exchange Commission as an exhibit hereto.

By: /& LYNN ) GOOD
Attormey-In-Fact
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PART 1V

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 autherized.

Date: February 25, 2011

DUKE ENERGY CAROLINAS, LLC

(Registrant)
By: /s JAMES E. ROGERS
Jamnes E. Rogers
Chief Executive Officer

Pursuant to the requirerents of the Securities 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.

) /sf lames E. Rogers
James E. Rogers
Chief Executive Officar (Principal Executive Officer)

(i) A/ Lynn J, Good
Lynn J. Good
Chief Financial Officer (Principal Financizal Officer)

{iil) /s Steven K. Young
Steven K. Young
Senior Vice President and Controller (Principal Accounting Officer)

{iiiy Directors:

/sf Jarmes E. Rogers
James E. Rogers

5 Lynn 4. Good
lynn J. Good

/s Marc E. Manly
Marc E. 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
repott to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: February 25, 2011

DUKE ENERGY OHIO, INC.

(Registrant)
By: /s/ JAMES E. ROGERS
James E. Rogers
Chief Executive Officer

Pursuant to the requirements of the Securities 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.

(i /s James E. Rogers
James E. Rogers
Chief Executive Cfficer (Principal Executive Officer)

{iiy /s Lynn J. Good
Lynn J. Good
Chief Financial Gfficer (Principal Financial Officer)

(i) /sf Steven K. Young
Steven K. Young
Senior Vice President and Cantrofier (Principat Accourting Cfficen)

(i) Directors:

/sf James E. Rogers
James E. Rogers

/¢f Lynn J. Good
Lynn J. Good

/5 Marc £, Manly
Marc E. Manly

Date: Fehruary 25, 2011

DUKE ENERGY CORPORATION / 2010 FORM 10-K 243




PART IV

—
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report ta be signed on its behalf by the undersigned, thereunte duly authorized. -

Date: February 25, 2011
DUKE ENERGY INDIANA, INC,

{Registrant)

By: /s JAMES E. ROGERS

James E. Rogers
Chief Executive Officer

Pursuant to the requirements of the 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.

(iy /o james E. Rogers
James £. Rogers
Chief Executive Officer (Principal Executive Officer)

(i) /5 Lyon 1. Good
Lynn J. Good
Chief Financial Cfficer (Principal Financial Cfficer)

(i) /o Steven K. Young
Steven K. Young
Senior Vice President and Cantroller (Principal Accounting Officer)

(it} Directors:

/s/ Julie K, Griffith
Julie K. Griffith

/s/ Douglas F. Esamann
BPougias F. Esamann

/5 Marc E. Manly
Warc E. Manty

Date: February 25, 2011

DUKE ENERGY CORPORATION / 2010 FORM 10K 244



PART IV

C

EXHIBIT INDEX -

Exiibits filed herewith are designated by an asterisk (*). All exhibits not so designated are incorporated by reference to a prior filing, as
indicated. ltems constituting managerment contracts or compensatory plans or arangements are designated by 4 double asterisk (**). The
Company agrees to fumish upon request to the Cormmission a copy of any omitied schedules ar exhibits upon reguest an all items designated
by a triple asterisk (***).

Exhibit
Number

Duke Energy
Duke Energy Carolinas

Duke Energy Duke Energy
Ohig Iadiana

21 *HY

27 Hdok

2'3 **'J‘c

31

3.2

3.2.1

33

331

3.4

3.4.1

342

35

3.5

Agreement and Plan of Merger, dated as of May 8, 2005, as X X
amended as of July 11, 2005, as of Qclober 3, 2005 and as of

March 30, 2006, by and ameng the registrant, Duke Energy

Corporation, Cinergy Corp., Deer Acquisition Corp., and Cougar

Acouisition Corp. {filed with Form 8-K of Duke Energy Corporation,

File No. 1-32853, April 4, 2006, as Exhibit 2-1).

Separation and Distribution Agreement, dated as of December 13, X
20086, by and between Duke Energy Corporation and Specira Energy

Corp (filed with the Farm 8-K of Duke Energy Corporation, File No.

1-32853, Decamber 15, 2006, as Exhibit 2.1).

Agreement and Plan of Merger by and among Duke Energy X
Corparation, Diamond Acquisition Corporation and Progress Energy,

Inc. dated as of January 8, 2011 (filed with the Form 8-K of Duke

Energy Corporation, File No. 1-32583, January 11, 2011).

Arnended and restated Certificate of Incorporation (filed with the X
Form 8-K of Duke Energy Corporation, File No, 1-32853, April 4,
20086, as Exhibit 3-1).

Articles of Qrganization Including Articles of Conversion (filed with X
Form 8-K of registirant, File No. 1-4928, April 7, 2006, as
exhibit 3.1).

Amended Certificate of Incorporation, effective October 1, 2006 X
(filed with the Form 10-Q of the registrant for the quarter ended
Septernber 30, 2006, File No. 1-4928, as exhibit 3.1).

Armended Articles of Incarparation of Duke Energy Ohio, lne.
effective October 23, 1996 {filed with Form 10-Q of Duke Energy
Qhiz, Inc. (formerly The Cincinnati Gas & Electric Company) for the
guarter ended Septernber 30, 1996, File No. 1-1232).

Amended Articies of Consolidation, effsctive October 1, 2006 (filed
with Form 10-Q of Duke Energy Chio, Inc. (formery The Cincinnati
Gas & Electric Company) for the quarter ended September 3G,
2006, Flle Ng, 1-1232),

Amended Articles of Consolidation of PSI, as amended Apri! 20,
1995 (filed with Form 10-Q of Duke Energy Indiana, Inc. {(formerly
PSI Energy, inc.) for the quarier ended June 30, 1595, File

MNo. 1-3543).

Amendment to Article D of the Amended Articles of Consolidation of
P3|, effective July 10, 1997 (filed with Form 10-K of Duke Enargy
Indiana, 'nc, (formerly PSI Energy, Inc.) for the year ended
December 31, 1957, file No. 1-3543).

Amended Articles of Consclidation, effective October 1, 2006 (filed
with Form 10-Q of Duke Energy Indiana, Inc. (fermerly PSI Energy,
Inc.) for the quarter ended September 30, 2006, File No. 1-3543).

Amended and Restated By-Laws of registrant (filed with the Form X
8-K of Duke Energy Corporation, File No. 1-32853, March 3,
2008, as Exhibit 3.1).

Lirnited Liabiiity Company Qperating Agreement (fiied with Form 8-K X
of registrant, File No. 1-4928, Acril 7, 2006, as exhiblt 3.1),
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Exhibit
Number

Duke Energy
Duke Energy Carofinas

Duke Energy
Thio

Duke Energy
indiana

3.7

3.8

4.1

41.3

414

415

4.1.8

4.2

421

Regulations of Duke Energy Ohio, Inc., as amended on July 23,
2003 (filed with Form 10-Q of Duke Energy Chio, Inc. (formetly The
Cincinnati Gas & Electric Company) for the quarter ended June 30,
2003, File No. 1-1232).

By-Laws of PSI, as amended ¢n July 23, 2003 (filed with Form
10-Q of Duke Energy Indiana, tnc. (formerly PSi Energy, Inc.) for the
guarter enced June 30, 2003, File No. 1-3543).

Original Indenture (First Mortgage Bonds) between Duke Energy
Ohio, Inc. and The Bank of New York (as Trustee) dated as of
August 1, 1936 (filed with Registration Staterment of Duke Ensrgy
Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) File
No. 2-2374).

Fourteenth Supplemental Indenture between Duke Energy Chig, Inc.
and The Bank of New York dated as of November 2, 1972 (filed
with Registration Statement of Duke Energy Ohia, Inc. formerly The
Cincinnati Gas & Elecric Company} File No. 2-60961).

Thirty-third Supplemental Indenture between Duke Energy Chio, [nc.
and The Bank of New York dated as of September 1, 1932 (filed
with Registration Statement of Duke Energy Ohio, Inc. (formerly The
Cinginnati Gas & Electric Company) File No. 2-53578).

Thirty-fourth Supplemental Tndenture between Duke Energy Ohio,
Inc. and The Bank of New York dated as of October 1, 1992 (filed
with Form 10-Q of Duke Erergy Ghig, Inc. (formerly The Cincinnati
Gas & Electric Company} for the quarter ended September 30,
1993, File No. 1-1232).

Thirty-fifth Supplemental Indenture between Duka Energy Ohio, Inc.
and The Bank of New York dated as of January 1, 1994 (filed with
Registration Statement of Duke Energy Ohio, Inc. (formerly The
Cincinnatt Gas & Electric Company) File No. 2-52335).

Thirty-sixth Supplemental Indenture bebwaen Duke Energy Ohio, Inc.
and The Bank of New York dated as of February 15, 1994 (filed
with Registration Statemment of Duke Energy Ohio, Inc, {formerly The
Cincinnati Gas & Electric Company} File No. 2-52335).

Thirty-seventh Supplemental Indenture between Duke Energy Ohio,
Inc. and The Bank of New York dated as of Cetober 14, 1996 (filed
with Form 10-K of Duke Energy Chia, Inc, (formerly The Cincinnati
Gas & Electric Company) for the vear ended December 31, 19985,
File No. 1-1232).

Thirty-gighth Supplemental Indenture between Duke Energy Chio,
Inc. and The Bank of New York dated as of February 1, 2001 {filed
with Farm 10-Q of Duke Energy Ohio, nc. (formerly The Cincinnati
Gas & Electric Company) for the quarter ended March 31, 2001,
File No. 1-1232).

Thirty-ninth Supplemental indenture dated as of Septernber 1,
2002, between Duke Energy Chio, Inc. and The Bank of New York,
as Trustee (filed with Form 10-Q of Duke Energy Ohio, Inc. Formerly
The Cincinnati Gas & Electric Company) for the quarter anded
September 30, 2002, File No. 1-1232).

Originaf 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
Exhikit A-Part 5 in File No, 70-258 Supplemental Indenture dated
March 30, 1984),

Forty-second Supplemental Indsrture between PS| and LaSalls
National Bank dated August 1, 1988 (filed with Form 10-K of Duke
Energy indiana, Inc. (formerly P31 Energy, inc.) for the vear ended
Decembar 31, 1988, File No. 1-3543).
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[ Exhibit
' Number

422
! 4.2.3

424

425

4.2.8

4.2.7

428

4.2.9

4.2.10

4211

4.2.12

4213

4.2.14

Forty-fourth Suppiemental Indenture between PSI and LaSalle
National Bank dated March 15, 1990 (filed with Form 10-K of
Duke Energy Indiana, Inc. (formerly PS) Energy, Inc.) for the year
ended December 31, 1990, File Mo, 1-3543).

Forty-fifth Supplermental Indenture batween PSI and LaSalle
Maticnal Bank dated March 15, 1930 {filed with Form 10-K of
Duke Energy Indiana, Iinc. formerly P! Energy, Inc.} for the year
endad December 31, 1990, Filz MNa. 1-3543).

Forty-sixth Supplemenital Indenttire between PSI and i.aSalle
National Bank dated June 1, 1990 (filed with Form 10-K of Duke
Energy Indiana, Inc. (formerly PSI Energy, inc.) for the vear ended
December 31, 1991, File Mo. 1-3543).

Forty-seventh Supplemental Indenture between PSI and LaSalle
National Bank dated July 15, 1991 (filed with Form 10-K of Duke
Energy Indiana, Inc. formerly P51 Energy, Inc.) for the year ended
December 31, 1991, File No. 1-3543).

Forty-eighthy Supplemental Inderture between PSI and LaSalle
National Bank dated July 15, 1992 (filed with Form 10-K of Duke
Energy fndiana, Inc. (formerly PSEEnergy, Inc.) for the year ended
December 31, 1992, File No, 1-3543).

Farty-ninth Supniemental Indenture between PStand LaSalle
National Bank dated February 15, 1993 ({filed with Form 10-K of
Duke Energy Indiana, inc. (formerly PSt Energy, inc.) for the year
ended December 31, 1992, File No. 1-3543).

Fiftieth Supplemental Indenture 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 vear ended
December 31, 1992, File No. 1-3543).

Fifty-first Supplemental Indenture between PS! 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 Indenture between PSI and LaSalle
Mational Bank, as Trustee, dated as of April 30, 1999 (filed with
Form 10-Q of Duke Energy Indiana, Inc. {formerly P3| Energy, nc.)
for the quarter ended March 31, 1999, Fle No. 1-3543).

Fifty-third Supplemental Indenture between PSI and LaSalle
National Bank dated June 15, 2001 {iled with Form 10-Q of Duke
Energy Indiana, Inc. (formerly PSIH Energy, Inc.) for the quarter
ended June 30, 2001, File No, 1-3543).

Fifty-fourth Supplermmental Indenture dated as of September 1,
2002, between PS| and LaSalle Bank National Association, as
Trustee (filed with Form 10-Q of Duke Energy Indiana, inc.
(formerly PSI Energy, Inc.) for the quarter ended

September 30, 2002, File Na. 1-3543).

Fifty-fifth Supplemental indenture between PSY and LaSaile Nationat
Bank dated February 15, 2003 (filed with Form 10-Q of Duke
Energy Indiana, Inc. {(formerly PS| Energy, Inc.} for the quarter
ended September 30, 2003, File Mo. 1-35643).

Fifty-Sixth Supplemental Indenture dated as of December 1, 2004,
between PS] and LaSalle Bank National Association, as Trustee
{filed 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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Exhibit
Number

Duke Energy
Duke Energy Carolinas

Duke Energy
Chio

Duke Energy
Indiana

4.3

4.4

4.4.1

4,42

4.4.3

4.4.4

4.4.5

446

4.47

4.4.8

4.5

4.6

46.1

Repayment Agreement between Duke Energy Ohio, Inc. and The
Dayton Power and Light Company dated as of December 23, 1992
(filec 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).

Indenture dated November 15, 1996, between P31 and The Fifth
Third Bartk, as Trustee (filed with Form 10-K of Duke Energy
indiama, Inc. {formery P31 Energy, Int.) for the year enced
December 31, 1996, File No, 1-3043),

First Supplemental Indenture dated November 15, 1996, between
PSI and The Fifth Third Bank, as Trustee (filed with Form 10-K of
Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.} far the year

ended Decernber 31, 1996, File No. 1-3543),

Third Supplemental Indenture dated as of March 15, 1938,
betwaen PSi and The Fiftth Third Bank, as Trustee (filed with Form
10-K of Duke Energy Indiana, Inc. {formerly PS! Energy, Inc.} for the
year ended December 31, 1997, File No. 1-3543),

Fourth Supplemental indenture dated as of August 5, 1898,
between PSt and The Fifth Third Bank, as Trustee (filed with Form
10-G of Duke Energy Indiana, inc. {formerly PSI Energy, Inc.) for the
guarter ended June 30, 1993, File No. 1-3543).

Fifth Supplemental Indenture dated as of December 15, 1998,
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 Decemnber 31, 1998, File Nog. 1-3543),

Sixth Supplemental Inderture dated as of April 30, 1999, between
FS1 and The Fifth Third Bank, as Trustee (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).

Seventh Supplemental Indenture dated as of October 20, 1999,
between P3| and The Fifth Third Bank, as Trustes (filed with Form
10-Q of Duke Energy Indiana, Inc. {formerly PSI Energy, Inc.) for the
quarter ended September 30, 1999, File No. 1-3543).

Eighth Supplemental Indenture dated as of September 23, 2003,
hetween PSI and The Fifth Third Bank, as Trustee (filed with Form
10-Q of Duke Energy Indiana, Inc. (formearly PSI Energy, Inc.) for the
guarter ended September 30, 2003, File No. 1-3543).

Tenth Suppiemental [ndenture dated as of June 9, 2006, betwasn
PSI Energy, Inc. and The Bank of New York Trust Company, N.A,
(successar trustes to Fifth Third Bank), as Trustee (filed with Farm
8-K of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.), filed on
June 15, 2006, File No, 1-3543).

Loar Agreement between Duke Energy Ohio, Inc. and the State of
Ohio Air Quality Development Authority dated as of September 13,
1995 (filed with Farm 10-Q of Duke Energy Ohia, Inc. (formarly The
Cincinnati Gas & Electric Company) for the guarter ended
September 30, 1995, File No. 1-1232).

Twenty-fifth Supplemental Indenture between PSI and The First
National Bank of Chicage dated September 1, 1978 {filed with the
registration statement of Duke Energy Indiana, Inc. {formerly PSI
Energy, Inc.), File No. 2-62543),

Thirty-fith Supplemental Indenture between PS! and The First
National Bank of Chicago dated March 30, 1984 (filed with Form
10-K of Duke Energy Indiana, inc. (formerly PSI Energy, Inc.) for the
vear ended December 31, 1984, File No, 1-3543).
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Ohio

Duke Energy
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4.7 Loan Agreement between Duke Energy Ohic, Inc. and the State of
Chio Alr Guality Development Authority dated August 1, 2001 (filed
with the Form 10-Q of Duke Enargy Ohio, Inc. {formery The
Cincinnati Gas & Electric Company) for the quarter ended
Septernber 30, 2001, File No. 1-1232),

4.8 Indenture (Secured Madium-term Notes, Series A), dated July 15,
1991, hetween PSI and LaSalle National Bank, as Trustee (filed
with Form 10-K/A Mo, 2 of Duke Energy Indiana, inc, (formerly PSI
Enargy, Inc.) for the year ended December 31, 1992, filed on
July 15, 1333, File No. 1-3543),

49 Original Indenture (Unsecured Delxt Securities) between Duke
Energy Ohio, Inc. and The Fifth Third Bank dated as of May 15,
1995 (filed with the registration statement an Form 8-A, filed on
July 24, 1995, File No, 1-1232),

4.9.1 First Supplemental Indenture between Duke Energy Ohlo, Inc. and
The Fifth Third Bank dated as of June 1, 1895 {filed with the Form
10-Q of Ouke Energy Chig, Ing. (farmerly The Clncinnati Gas &
Electric Company) for the quarter ended June 30, 1995,
File No, 1-1232).

4.9.2 Second Supplemental Indenture between Duke Energy Ohio, Inc.
and The Fifth Third Bank dated as of June 30, 1995 (filed with the
registration staterment on Form @-A, filed on July 24, 1995, File
No. 1-1232).

493 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 Buke Energy Ohio, Inc. (formerly The Cincinnati Gas
& Electric Company) for the quarier ended Septemper 30, 1997,
File No. 1-1232).

454 Fourth Suppiemental Indenture between Duke Energy Ohio, Inc, and
The Fifth Third Bank dated as of Aprit 1, 1998 (filed with the Form
10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas &
Electric Cornpany) for the quarter ended March 31, 1998,
File No. 1-1232).

495 Fifth Supplemental Indenture between Duke Energy Ohio, Inc. and
The Fifth Third Bank dated as of June 3, 1998 (filed with the Form
10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas &
Electric Company) for the quarter ended June 3Q, 1998,
File No. 1-1232).

496 Sixth Suppiemental Indenture between Duke Energy Ohio, Inc. and
The Fifth Third Bank dated as of Septernber 15, 2002 (filed with
the Form 10-Q of Duke Energy Chig, Inc. (formerly The Cincinnati
(Gas & Electric Company) for the quarter ended September 30,
2002, File No. 1-1232),

49,7 Seventh Supplementai Indenture between Duke Energy Ohio, Inc.
and The Fifth Third Bank dated as of June 15, 2003 (filed with the
Farmrmn 10-Q of Duke Energy Qhig, Inc. Hammetly The Cincinnati Gas
& Electric Company) for the guarter ended June 30, 2003, File
Mo, 1-1232).

4.10 Indenture (Secured Medium-term Notes, Series B), dated July 15,
1992, between PSI and LaSalle National Bank, as Trustee {filed
with Forrn LO-K/A No. 2 of Duke Energy indiana, Inc. Gormerly PSI
Energy, Inc.) for the year ended December 31, 1992, filed on
July 15, 1993, File No. 1-3543).

411 Loan Agreerment between Duke Energy Ohio, Inc. and the Ohic Alr
: Quality Development Authority dated as of September 1, 2002 (filed
with the Form 10-Q of Duke Energy Ohio, Inc. (formerly The
Cincinnati Gas & Electric Company) for the quarter ended
Septernber 30, 2002, File Na. 1-1232).
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412 Loan Agreement between PSI and the City of Princeton, (ndiana X

dated as of Novermser 7, 1996 (filed with Form 10-Q of Duke
Erergy Indiana, Inc. {formerly PSI Energy, Inc.) for the guarter ended
Septernher 30, 1996, File No, 1-3543).

4.13 Loan Agresment between Duke Energy Chio, Inc. and the Chio Air X
Quality Developrnent Autharity dated as of Navember 1, 2004,
relating to Series A (filed with the Form 8-K of Duke Energy Ohio,
Inc. {formerly The Cincinnati Gas & Electric Company), filed on
November 19, 2004, File No. 1-1232).

4.14 Loan Agreement between PSI and the City of Princeton, Indiana X
dated as of February 1, 1997 {filed with Form 10-K of Duke Energy
Indiana, Inc. {formerly PSI Energy, Inc.) for the year ended
Decernber 31, 15996, File No. 1-3543).

4.15 Loan Agresment between Duke Energy Ohio, Inc. and the Chio Air X
Quality Development Authority dated as of Movember 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
November 19, 2004, File No, 1-1232).

416 Unsecured Promissory Note dated October 14, 1998, between PSH X
andd 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, 1-3543).

4.17 Loan Agreement between P35I and the Indiana Development Finance X
Authority dated as of July 15, 1998 (filed with Farm 10-Q of Duke
Energy Indiana, Inc. (formerly PS! Energy, Inc.) for the quarter ended
June 30, 1998, File No. 1-3543).

4.18 Loan Agreement between PS| and the Indiana Development Finance X
Authority dated as of May 1, 2000 {filed with Form 10-Q of Duke
Energy indiana, Inc, (formetly PSI Energy, Inc.} for the quarter ended
Jung 30, 2000, File No. 1-3543),

4.19 Loan Agreement batween PSI and the Indiana Development Finance X
Autharity 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).

4.20 Loan Agreement between PSI and the Indiana Development Finance X
Autharity dated as of Septernber 1, 2002 (filed with Form 10-Q of
Ouke Energy Indiana, Inc. {formerly PSL Energy, inc.) for the quarter
ended September 30, 2002, File No. 1-3543).

4,21 Loan Agreement between PSI and the Indiana Development Finance A
Autharity dated as of February 15, 2003 (fiied with Form 10-Q of
Duke Energy Indiana, Inc. {farmerly PSI Energy, Inc.) for the quarter
andad March 31, 2003, File No. 1-3543).

4.22 £.302% Subordinated Note between PSI and Cinergy Corp., dated X
February 5, 2003 (filed with Form 10-Q of Duke Energy Indiana,
Inc. (farmerly PSI Energy, Inc.) for the quarter ended March 31,
2003, File No. 1-3843),

4.23 6.403% Subordinated Note between PSI and Cinergy Corp., datad X
February &, 2003 ifiled with Form 10-G of Duke Energy indiana,
Inc. {formerly PSI Energy, Inc.) for the quarter ended March 31,
2003, File No. 1-3543}.

4.24 Loan Agreement between PSI and the Indiana Development Finance X
Autharity dated as of Decamber 1, 2004, relating to Series 20048
(filed with Form 8-K of Duke Energy Indiana, Inc. (formerly PSI
Energy, inc.), filed on December 9, 2004, File No, 1-3543}.
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4.25 Loan Apreement bebween PSIand the Indiena Development Finance A
Authority dated as of December 1, 2004, relating to Series 2004C
{filed with Form 8-K of Duke Energy Indiana, Inc. (formerly PSI
Energy, inc.), filed on December 9, 2004, File No. 1-3543).

10.1 Purchase and Sale Agreement dated as of January 8, 2006, by and X
among Duke Energy Amesicas, LLC, and L3P Bay | Harbor Holding,
LLC (filed with the Form 10-Q of the registrant for the quarter ended
March 31, 2008, File No, 1-32853, as Exhinit 10.2).

10.1.1 Amendment to Purchase and Saie Agreement, dated as of May 4, X
2006, by and amang Duke Energy Americas, LLC, LS Power
Generation, LLC Jormerly known 23 LSP Bay 1| Harbor Helding,
LLC}, LSP Gen Finance Co, LLC, LSP South Bay Holdings, LLC, LSP
Dakland Holdings, LLC, and LSP Morro Bay Holdings, LLC {{filed
with the Form 10-Q of the registrant for the guarter ended
March 31, 20086, File No. 1-32353, as Exhihit 10.2.1).

10.2 Purchase and Sale Agreement dated as of January 8, 2006, by and X
among Duke Energy Americas, LLC, and LSP Bay 1l Harbor Holding,
LLC filed with Forrm 10-Q of Duke Energy Corporation (farmerly
krown as Duke Enargy Holding Corp.) for the quarter ended
March 31, 2006, File No. 1-32853, as exhibit 10,2).

10.2.1 Armendment {0 Purchase and Sale Agreement, dated as of May 4, %
20086, by and among Duke Energy Americas, LLC, LS Power
Generation, LLC {formerly known as LSP Bay Il Harbor Helding,
LLC), LSP Gen Finance Co, LLC, LSP South Bay Holdings, LLS, LSP
Qakiand Heldings, LLC, and LSP Morra Bay Holdings, LLC (filed
with Form 10-G of Duke Energy Corporation (formerly known as
Duke Energy Holding Corp.) for the guarter ended March 31, 2006,
File No. 1-32853, as exhibit 10.2.1).

10.3 Employment Agreement dated February 4, 2004, among Cinergy X
Corp., Duke Energy Ohio, Inc., and Cuke Energy, Indiana, Inc., and
James E. Rogers {filed with Form 10-K of Duke Energy Ohio, Inc.
(formerly The Gincinnati Gas & Electric Company) for the year ended
12/31/03, File No. 1-1232).

10.4 Emplayment Agreement dated February 4, 2004, among Cinergy X
Corp., CG&E, and PSI, and James E. Rogers (filed with Form 18-Q
of Duke Engrgy Indiana, Inc. (formerly PSI Energy, Inc.} for the
quarter ended September 30, 1996, File Na. 1-3543).

10.5 **  Directors’ Charitable Giving Program (filed with Form 10-K of Duke X
Energy Caralinas, LLC for the vear ended December 31, 1992, File
Na. 1-4928, as Exhibit 10-P}.

10.5.1%*  Amendment to Diractars’ Charitable Giving Program dated June 18, X
1997 (filed with Form 10-K of Duke Energy Carolinas, LLC for the
year ended December 31, 2003, File No, 1-4928, as
Exhibit 10-1.1).

10.5.2%*  Amendment to Directors’ Charitable Giving Program dated July 28, X
1997 (filed with Form 10-K of Duke Energy Carclings, LLC for the
year ended December 31, 2003, File No. 1-4928, as
Exhibit 10-1.2).

10.5.3%*  Amendment to Directors’ Charitable Giving Program dated X
February 18, 1998 (filed with Form 10-K of Duke Energy Carolinas,
LLC for the year ended December 31, 2003, File No. 1-4928, as
Exhibit 10-1.3). .
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i0.6

10.7

10.7.1

10.8

10.8.1

10.9 >+

10.10

10.11

1012

10.13 **

Fifieenth Supplemental Indenture, dated as of April 3, 2006, among X
the registrant, Duke Energy and IPMorgan Chase Bank, N.A. (a5

successor to Guaranty Trust Company of New York), as trustee {the

“Trustee”), supplementing the Senior Indenture, dated as of

September 1, 1998, between Duke Power Company LLE (formerly

Cuke Energy Corporation) and the Trustee (filed with Form 10-0 of

Duke Energy Corparation, File Mo, 1-32853, August 9, 2006, as

axhikit 10.1).

Amended and Restated Employment Agreement dated October 11,
2002, among Cinergy Corp., Services, Duke Energy Ohig, Ing., and
Duke Energy Indiana, Inc., and William J. Grealis (fited with Form
10-K of Duke Energy Ohio, Inc. {formerty The Cincinnati Gas &
Electric Company) for the year ended 12/31/02, File No., 1-1232).

Amended Employment Agreement effective Decemnber 17, 2003 to
Empioyment Agreement dated Cctober 11, 2002, among Cinergy
Corp., Services, Duke Energy Ohio, Inc., and Duke Energy Indiana,
Inc., and William J. Grealis (filed with Form 10-K of Duke Energy
Ohie, Inc. {formerly The Cincinnati Gas & Ffactric Company) for the
year ended 12/31/03, File No. 1-1232).

Amended and Restated Employment Agreement dated October 11,
2002, among Cinergy Corp,, Services, CG&E, and PSI, and William
J. Grealis (filed with Form 10-Q of Duke Energy Indiana, Inc.
(formerly PS! Eneray, Inc.) for the quarter ended September 30,
1896, Fila Na. 1-3543),

Amended Employment Agreement effective December 17, 2003 to
Employment Agreement dated October 11, 2002, amang Cinergy
Corp., Services, CG&E, and PSI, and William J. Grealis {filed with
Form 10-Q of Duke Energy Indiana, Inc. {formerly PSI Energy, Inc.)
for the quarter ended September 30, 19986, File No. 1-3543),

Duke Energy Corporation 1998 Long-Term Incentive Plan, as X
amended (flled as Exhibit 1 to Schedule 14A of Duke Energy
Carglinas, LLC, March 28, 2003, File No. 1-4928).

Agreements with Piedmont Electric Membership Corporation, X
Rutherford Electric Membership Corporation and Blue Ridge Electric

Membership Corporation to provide wholesale electricity and related

pawer scheduling services from Septernber 1, 2006 through

December 31, 2021 (filed with Form 10-Q of Duike Energy

Corporation, File No. 1-32853, August 9, 2006, as exhibit 10.15).

Amended and Restated Employment Agreement dated October 1,
2002, among Cinergy Corp., Services, Duke Energy Ohio, Inc., and
Duke Energy Indiana, Inc., and Donald 8. Ingle, Jr. (fited with Form
10-K of Duke Energy Chio, inc. (formerly The Cincinnati Gas &
Electric Company) for the year ended 12/31/02, File No. 1-1232).

Amanded and Restated Employment Agreement dated Qctober 1,
2002, among Cinergy Corp., Services, CG&E, and PSi, and Donald
B. Ingle, Jr. (filed with Form 10-Q of Duke Energy indiana, Ing,
(formerly PSI Energy, Inc.) for the guarter ended September 30,
1936, File Mo, 1-3543),

Duke Energy Corporation Executive Short-Term Incentive Plan (filed X
as Exhibit 2 to Schedule 14A of Duke Energy Carolinas, LLC,
March 28, 2003, File No. 1-4928).
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10.14

10.15

10.15.1

10.15.2

10.16

10.16.1

10.16.2

10.17 »**

10.18

10.19

$2,650,000,000 Amended and Restated Credit Agreement, dated X
as of June 28, 2007, among Duke Energy Corparation, Duke
Energy Carofinas, LLC, Duke Energy Ohio, Inc., Duke Energy
indiana, Inc. and Duke Energy Kentucky, inc., 25 Borrowers, the
banks listed therein, Wachovia Bank, National Association, as
Administrative Agent, JPMorgan Chase Bank, National Associatien,
Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as
Co-3yndication Agents and The Bark of Tokyo-Mitsubishi, Lid.,
New York Branch and Credit Suisse, as Co-Documentation Agents
{filed with the Form 8-K of the registrant, July 5, 2007, File

Na. 1-4928, as Exbibit 10,10

Amended and Restated Employment Agreement 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 Chio, Inc. {formerly The

Cincinnati Gas & Electric Company) for the vear ended 12/31/02,

File No. 1-1232),

Amerded Employment Agreement effective December 17, 2003 to X
Employiment Agreement dated Septernber 12, 2002, among

CTnergy 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 Cincinnati Gas & Electric Company)

for the year ended 12/31/03, File No. 1-1232).

Farm of amendment to employment agreement, adopted and X
effective Decermber 14, 2005, between Services and each of

Michael J. Cyrus and James L. Tumer {filed with Form 10-K of

Duke Energy Ohio, Inc. (farmerly The Cincinnat! Gas & Electric

Company! for the year ended 12/31/02, file Mo, 1-1232).

Amended and Restated Employment Agreement dated
September 12, 2002, among Cinergy Corp., Senvices, CGAE, and
PS!, and Michael J. Cyrus (filed with Form 10-Q of Duke Energy
Indiana, Inc. (formerly PSt Energy, Inc.) for the guarter ended
Septernber 30, 1996, File No. 1-3543).

Amended Employment Agreerment effective Decamber 17, 2003 to
Employment Agreement dated September 12, 2002, among

Cinergy Corp., Services, CR&E, and PSI, and Michael 1. Cyrus (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 amendment to employment agreement, adopted and
gffective December 14, 2005, between Services and each of
Michae! 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, File No. 1-3543).

Duke Energy Corposation Executive Savings Plan, as amended and X
restated {filed with Form 8-K of Duke Energy Carporation,
October 31, 2007, File No. 1-32853, as Exhibit 1C.1).

Asset Purchase Agreement by and Betwsen Saluda River Electric X
Cooperative, Inc., as Seller, and Duke Energy Carofinas, LLC, as

Purchaser, dated December 20, 2006 {filed with the Form 8-K of

the registrant, File No. 1-4928, December 27, 2006, as

gxhibit 10.1).

Amended and Restated Employment Agreament dated X
September 24, 2002, amaong Cinergy Comp., Services, Duke Energy

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 vear 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 **

Amended Employment Agreement effective December 17, 2003 to
Employment Agreement dated September 24, 2002, among
Cinergy Corp., Services, Duke Energy Ohio, Inc., and Duke Energy
Indiana, Inc., and James L. Turner {filed with Form 10-K of Duke
Energy Chia, Inc. (formerly The Cincinnati Gas & Electric Company)
for the year ended 12/31/03, File No. 1-1232).

Amended and Restated Employment Agreement dated

September 24, 2002, among Clnergy Corp., Services, CG&E, and
PSI, and James L. Turner (filed with Form 10-Q of Duke Energy
Indiana, Inc. (formery PSI Energy, inc.) for the quarter ended
September 30, 1996, File No. 1-3543).

Amended Emplayment Agreement aeffective December 17, 2003 to
Employment Agreement dated September 24, 2002, among

Cinergy Corp., Services, CG&E, and PSI, 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, File No. 1-3543).

Non-Qualified Option Agreement dated, as of Novernbar 17, 2003
pursuant to Duke Energy Carporation 1998 Long-Term incentive
Plan, by and between Duke Energy Corporation and Paul M.
Anderson {filed with Form 10-K of Duke Energy Carolinas, LLC for
the vear ended December 31, 2004, Flle No. 1-4928, as

Exhibit 10-18.4),

Settlement between Duke Energy Corparation, Duke Energy
Caralinas, 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 ©, 2007 (filed with the Form 8-K of the
registrant, File No. 1-4928, March 12, 2007, as item 2.01).

Employment Agreement dated November 15, 2002, among
Cinergy Corp., Duke Energy Ohig, Inc.. and Duke Energy Indiana,
Inc. and Marc E. Manly {filed with Form 10-K of Duke Energy Chio,
Inc, (farmerly The Cincinnati Gas & Electric Company) for the year
anded 12/31/03, File No. 1-1232).

Amended Employment Agreernent effective December 17, 2003 fo
Employment Agresment dated November 15, 2002, among
Cinergy Corp., Duke Energy Ohio, Inc., and Duke Energy Indiana,
Inc., and Marc E. Manly {filed with Form 10-K of Duke Energy
Ohio, Inc. {formerly The Cincinnati Gas & Electric Campany) for the
year ended 12/31/03, File No. 1-1232).

Employment Agreement dated November 15, 2002, among
Cinergy Corp., CG&E, and PS| and Marc £, Manly (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).

Arended Employment Agreement effective December 17, 2003 to
Employmeant Agreement dated November 15, 2002, amang
Cinergy Corp., CG&E, and P3I, and Marc E. Manly {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 Phantom Stock Award Agreement dated February 28,
2005, pursuant to Duke Energy Corporation 1998 Long-Term
Incentive Plan by and between Duke Energy Corporation and gach
of Fred J. Fowler, David L. Hauser, Jimmy W. Mogg and Ruth G.
Shaw {fiied with the Form B8-K of Duke Energy Carolinas, LLC, File
No. 1-4928, February 28, 2005, as £xhibit 10-2).
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Duke Energy
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10.26

10.27

10.28

10,29 **

1030

10.31

10.32

10.32.1

10.33 **

10.34

10.35

Engineering, Procurerent and Construction Agreement, dated X
July 11, 2007, by and between Duke Energy Carolinas, LLC and

Stone &Webster Mational Engineering P.C. (filed with the Form

10-Q of the registrant, November 13, 2007, File No. 1-4928, as

Exhibit 10.1). {Portians of the exhibit have been omitted and fited

separately with the Securities and Exchange Cammission pursuant

1o a request for confidential treatrment pursuant to Rule 240-7

undler the Securities Exehange Act of 1934, as amended.)

Peferred Compensation Agreement between Buke Energy Ohio, Inc. )3
and Jackson H. Randolph dafed January 1, 1992 {filed with Form

10-K of Duke Energy Ohio, Inc. (formerly The Cincinnat! Gas &

Electric Company) for the year ended 12/31/92, File Mo, 1-1232),

Deferred Compensation Agreement, 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
gnded September 30, 1996, File No, 1-3543).

Form of Phantom Stock Award Agreement dated as of May 11, X
2005, pursuant to Duke Energy Corporation 1398 Long-Term

Incentive Plan by and between Duke Energy Corporation and

Jimmy W, Mogg, {filed with Form 10-Q of Duke £nergy Carolinas, |

LLC for the quarter ended June 30, 2005, File No. 1-4928, as

Exhibit 10-6).

Amended and Restated Engineering, Procurement and Canstruction X
Agreement, dated February 20, 2008, by and between Duke

Energy Carcfinas, LLC and Stone & Webster National Engineering

P.C. {filed with the Form 10-Q of the registrant, May 14, 2008,

File No. 1-4928, as Exhibit 10.1). (Portions of the exhibit have

heen omitted and filed separately with the Securities and Exchangs

Commission pursuant to a request for confidertial treatment

pursuant to Rule 24b-2 under the Securities Exchange Act of 1934,

as amended).

Split Dollar Insurance Agreement, effective as of May 1, 1993, X
between Duke Energy Chio, Inc. and Jackson H. Randoiph (filed

with Form 10-K of Duke Energy Ohio, Inc. formerly The Cincinnati

Gas & Electric Company} for the year ended 12/31/94, File

MNa. 1-1232).

Split Dollar Life Insurance Agreement, effective as of January 1,
1992, between PS! and James E. Rogars (filed with Form 10-Q of
Duke Energy Indiana, Inc. formerly PSI £nergy, Inc.} for the quarter
ended September 30, 1956, File No. 1-3543).

First Amendment to Split Dollar Life Insurance Agreement between
PSI and Jarnes E. Rogers dated December 11, 1992 (fled with
Form 10-Q of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.)
for the quarter ended Septernber 30, 1996, File No. 1-3543),

Form aof Phantom Stock Award Agreement dated as of May 12, X
2005, pursuant to Duke Energy Corporation 1998 Long-Tarm

Incentive Plan by and between Duke Energy Corporation and

nonemplayee directors (filed in Form 8-K of Duke Energy Carolinas,

LLC, May 17, 2005, File Ng, 1-4928, as Exhibit 10-1).

Amended No. 1 to the Amended and Restated Credit Agreement : X
{fited on Form 8-K of the registrant, March 12, 2008, File
No. 1-4928, as Exhibit 10.1).

Arnended and Restated Supplemental Retirernent Income X
Agreement between Duke Energy Chig, Inc. and Jackson H.

Randolph dated January 1, 1995 (filed with Form 10-K of Duke

Energy Qhia, Inc. (farmerly The Cincinnati Gas & Electric Company)

for the year ended 12/31/95, File No. 1-1232).
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Exhibit
Number

Duke Energy

Duke Energy
Carolinas

Duke Energy
Ohio

Duke Energy
Indiana

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45 =**

10.45.1%*

10.45,2%+

Asset Purchase Agreement by and among Cinergy Capital &
Trading, Inc. (Capital & Trading}, CinCap Madison, LLC and PS5
dated as of February &, 2003 {filed with Form 10-Q of Duke Energy
Indiana, Inc. (formerly PSI Energy, Inc.) far the guartar ended
September 30, 1996, File No. 1-3543).

Form of Phantom Stock Award Agreement (filed with Form 8-K of
Duke Energy Corporatian, File No. 1-32853, April 4, 2006, as
Exhikit 10.1).

Amended and Restated Enginesring and Construction Agreement,
dated as of December 21, 2009, by and between Duke Energy
Carolinas, LLC and Shaw North Caroling, Inc.

Amended and Restated Supplemantal Executive Retirement fncome
Agreement between Duke Energy Ohio, inc. and certain executive
officers (filed with Form 10-K of Duke Energy Chio, Inc. (formeriy
The Cincinnati Gas & Electric Company) for the year ended
12/31/97, File No. 1-1232).

Asset Purchase Agreement by and among Capital & Trading.,
CinCap VI, LLC and PSI dated as of February 5, 2003 (filed with
Form 10-G of Duke Energy Indiana, Inc. (formerly PSI Energy, 1nc.)
for the quarter ended September 30, 1996, File No. 1-3543).

Form of Pedformance Share Award Agreement (filed with Form 8-K
of Duke Energy Corporation, File Na. 1-32853, April 4, 20086, as
Exhibit 10.2).

Eighty-Eighth Supplemental Indenture dated as of November 17,
2008, between Duke Energy Carolinas, LLC and The Bank of New
York Mellen Trust Company, N.A., as Trustee (fifed with the Form
B-K of the repistrant, File No. 1-4828, November 17, 2008, as
ftem 4.1).

Asset Purchase Agreement by and among Duke Energy Indiana,
Inc. and Duke Energy Ohio, Inc. and Allegheny Energy Supply
Company, LLC, Aliegheny Energy Supply Wheatland Generating
Facility, LLC and Lake Acquisition Company, L.L.C., dated as of
May 6, 2005 (flled with Form 10-Q of Duke Energy Chio, Inc.
(formerly The Cincinnati Gas & Electric Company) for the guarter
ended June 30, 2005, File No. 1-1232},

Asset Purchase Agreement by and among PSI and CG&E and
Allegheny Energy Supply Company, LLC, Allegheny Energy Suppiy
Wheatland Generating Facility, LLC and Lake Acqufsition Company,
L.L.C., dated as of May &, 2005 {filed with Form 10-Q of Duke
Energy Indiana, Inc. (formerly PS| Energy, Inc.) for the quarter
ended September 30, 1996, File No. 1-35432),

Employment Agreement between 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, 20086, as

Exhibit 10.1).

Perfarmance Award Agreement between Duke Energy Corporation
and James E. Rogers, dated April 4, 2006 (filed with Form 8-K of
Duke Energy Corporation, File Mo, 1-32853, April 6, 2006, as
Exhibit 10.2).

Phantom Stock Grant Agreement hetween Duke Energy Carporation
and James E. Rogers, dated Agril 4, 2006 (fifed with Form 8-K of
Duke Energy Carparation, File No. 1-32853, April 6, 2006, as
Exhibit 10.3).
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Exhibit
Number

Duke Energy

! 10.46

10.47

10.47.1

10.48

10.49 **

10.50

10.51

10.51.1

10.51.2

' ———

Underwriting Agreement, dated as of Novernber 12, 2008, with
Barclays Capital inc., Citigroup Global Markets Inc. and Credit
Suisse Securities (USA) LLC, as representatives of the several
underwriters named therein, in connection with Duke Energy
Carolinas, LLC's issuance and sale of $400,000,000 aggregate
principal amount of its First and Refunding Mortgage Bonds,
5.75% Series C due 2013 and $500,000,000 aggregate principal
amount of its First and Refunding Mortgage Bonds, 7.00% Series C
due 2018 (filed with the Form 8-K of the registrant, File No.
1-4928, November 17, 2008, as item 99.1).

$2,630,000,000 Amended and Restated Credit Agraement, dated
as of June 28, 2007, among Duke Energy Corporation, Duke
Energy Carclinas, LLC, Duke Energy Ohio, Inc,, Duke Energy
indiana, Inc. and Duke Erergy Kentucky, Inc., as Borrowers, the
banks listed therein, Wachaovia Bank, Mational Association, as
Administrative Agent, JPMorgan Chase Bank, National Association,
Barclays Bank PLC, Bank of America, N.A. and Citibank, M.A_, as
Co-Syndication Agents and The Bank of Tokyo-Mitsubishi, Lid.,
New York Branch and Credit Suisse, as Co-Documentation Agents
(filed in Form 8-K of Duke Energy Chio, Inc., July 5, 2007, File
No. 1-1232, as Exhibit 10.1).

Amendment No. 1 to the Amended and Restated Credit Agreament
{filed on Form 8-K of Duke Energy Ohio, Inc., March 12, 2008,
File No. 1-1232, as Exhibit 10.1).

Underwriting Agreement in connaction with PSI issuance and sale
of $350,000,000 aggragate principal amount of its 5.12%
Debentures due 2035 {filed with Form 10-Q of Duke Energy
Indiana, Inc. (formerly P31 Energy, Inc.} for the quarter ended
September 30, 1996, Fila No, 1-3543).

Farm Phantom Stock Award Agreement and Election to Defer (filed
with Form 8-K of Duke Energy Carporation, File N,
1-32853, May 16, 2006, as Exhibit 1C.1).

Keepwell Agreement, dated April 10, 2006, between Duke Capital
LLC and Buke Energy Chia, Ine, (filed with Form 10-K of Duke
Energy Ohia, ine. (formerly The Cincinnati Gas & Electric
Campany), filed on April 14, 2006, File No, 1-1232).

$2,000,000,000 Amended and Restated Credit Agreement among
the registrant, such subsidiaries, the banks listed therein, Barclays
Bank PLC, as Administrative Agent, and JPMorgan Chase Bank,-
N.A., as Syndication Agent (filed with Form 10-G of Duke Energy
Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter ended
September 30, 19946, File No. 1-3543).

$2,650,000,000 Amended and Restated Credit Agreement, dated
as of June 28, 2007, among Duke Energy Corperation, Duke
Energy Carclinas, LLC, Duke Energy Ohio, Inc.,, Duke Energy
indiana, Inc. and Duke Energy Kentucky, Inc., as Bomowers, the
banks listed therein, Wachovia Bank, National Association, as
Administrative Agent, JPMargan Chase Bank, National Association,
Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as
Co-Syndication Agents and Tha Bank of Tokyo-Mitsubishi, Ltd.,
New York Branch and Credit Suisse, as Co-Documentation Agents
{filed in Form 8-K of Duke Energy Indiana, Inc., July 5, 2007, File
No. 1-3543, as Exhibit 10.1).

Amendment Mo, 1 1o the Amended and Restated Credit Agreement
(filed in Form 8-K of Duke Energy Indiana, Inc., March 12, 2008,
File Ne. 1-3543, as Exhibit 10.1).
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Exhibit
Number

Duke Energy
Duke Energy Caralinas

Duke Energy
Ohio

Duke Energy
Indiana

10.52

10.53

10.54

10.55

10.56%*

10.57

10.58**

10.59

10.60

Agreements with Piedmont Electric Membership Corperation, X
Rutherford Electric Membership Corporation and Blue Ridge Electric
Membership Corporation to provide wholesaie electricity and related

power scheduling services from September 1, 2006 through

December 31, 2021 (filed with the Form 10-Q of Duke Energy

Corparation for the gquarter ended June 3Q, 20046, File No.

1-32853, as Exhibit 10.15).

Asset Purchase Agreement by and between Duke Energy Indiana,
Inc., as Selier, and Wabash Valley Power Association, inc., as
Buyer, Dated as of December 1, 2006 (filed with Form 10-Q of
Duke Energy tndiana, Inc. (formerly PS1 Energy, Inc.) for the quarter
ended September 30, 1996, File No. 1-3543).

Purchase and Sale Agreement by and among Cinergy Capital & X
Trading, Inc., as Seller, and Fartis Bank, S.A/N.Y., as Buyer, dafed

as of June 26, 2006 (filed with Form 2-K of Duke Energy

Corporation, File Na. 1-32853, June 3G, 2006, as Exhibit 10.1).

$330,000,000 Letter of Credit Agreement dated as of

September 19, 2008, among Duke Energy Indiana, Inc., Duke
Energy Kentucky, Inc., the banks listed therein, Bank of America,
M.A., as Administrative Agent, Banco Bilbao Vizcaya Argentaria,
S.A.-New York Branch, as Syndication Agent, and the Bank of
Tokyo-Mitsubishi UFJ, Ltd., Intesa Sanpaolo S.p.A., New Yark
Branch, Mizuha Corporate Bank (USA}, and Wells Fargo Bank,
National Association, as Co-Documentation Agents {filed with Form
10-Q of Duke Energy Indiana, Inc. for the quarter ended
September 30, 2008, File No. 1-3543, as Exhibit 10.1).

Ferm of Amendment to Performance Award Agreement and X
Phaniom Stock Award Agreernent (fited with Form 8-K of Duke

Energy Corporation, File No, 1-32853, August 24, 2006, as Exhibit

10.1}.

Engineering, Procurement and Canstruction Management Agreement
dated December 15, 2008 between Duke Energy Indiana, Inc. and
Bechiel Power Corporation (Porttions of the exhibit have been

omitted and filed separately with the Securities and Exchange
Commission pursuant to a request for confidential treatment
pursuant to Rule 24h-2 under the Securities Exchange Act of 1934,
as amended),

Form of Amendment to Phantom Stock Award Agreement (filed with X
Form 8-K of Duke Energy Corporation, File No.
1-328563, August 24, 2006, as Exhibit 10.2).

Farmation and Sale Agreement by and among Duke Ventures, LLC, X
Crescent Resources, LLC, Morgan Stanley Real Estate Fund ¥ U.S.

L.P., Morgan Stanley Real Estate Fund V Special U.S., L.P., Morgan

Stanley Real Estate investors V ULS., LP., MSP Real Tstate Fund V,

L.P., and Morgan Stanley Strategic Investments, Inc., dated as of

September 7, 2006 (filed with the Form 10-Q of Duke Energy

Corperation for the quarter ended September 30, 20086, File No.

1-32853, as Exhibit 10.3).

Fifteenth Supplemental Indenture, dated as of April 3, 2008, among X
the registrant, Duke Energy and JPMgrgan Chase Bank, N.A. (as

successor to Guaranty Trust Company of New York), as trustee (the

“Trustee"), supptementing the Senior Indenture, dated as of

September 1, 1998, between Duke Energy Carolinas, LLC tormery

Duke Energy Corporation} and the Trustee (filed with the Farm 10-Q -

of Duke Energy Carparation for the quarter ended June 30, 2008,

File No. 1-32853, as Exhibit 10.1).
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Exhibit
Number

10.60.1

1061 **

10,62

10.63

10.63.1

10.63.2

10.63.3

10.63.4

10.64

10.65

1066 **

10.67 **

1068 *d

Stock Opticn Grant Agreement between Duke Energy Corporation
and James E. Rogers, dated April 4, 2006 (filed with Form 8-K of
Duke Energy Carporation, Flle 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, October 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 (filad
with Form 8-K of Duke Energy Corporation, File

Na. 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 Energy Corporation, Flle

No. 1-32853, December 15, 2006, as Exhibit 10.2).

Amendment No. 1 fo the Transition Services Agreement, dated as
of December 13, 2006, by and between Duke Energy Corporation
arxd Spectra Energy Com. (flled in Form 10-Q of Duke Energy
Corporation for the quarter ended March 31, 2007, File

No, 1-32853, as Exhibit 10.4).

Amendment No. 2 to the Transition Services Agreement, dated as
of Decernber 13, 2006, by and between Duke Energy Corporation
and Spectra Energy Corp. (fited in, Form 10-Q of Duke Energy
Corparation for the quarter ended March 31, 2007, File

No. 1-32853, as Exhibit 10.5)

Amendment No. 2 fo the Transition Services Agreement, dated as
of December 13, 2006, by and between Duke Energy Corporation
ang Spectra Energy Corp. {fited in Form 10-0 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
aof June 30, 2007, by and between Duke Energy Corporation and
Spectra Energy Corp. (filed in Form 10-Q of Duke Energy
Corporation for the quarter ended September 30, 2007, File

Na. 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

Mo. 1-32853, December 15, 2006, as Exhibit 10.3}

First Amendment to Employee Matters Agreement, dated as of
September 28, 2007 (filed in Form 10-Q of Duke Energy
Corporation for the quarter ended September 30, 2007, File
No. 1-32853, as Exhibit 10.3).

Duke Energy Corporation Directors' Savings Plan | & 11, as amended
and restated {filed with Form 8-K of Duke Energy Corporation,
dated Cclober 31, 2007, File No. 1-4298, as Exhibit 10.2).

Form of Phantom Stock Award Agresment {filed In Form 8-K af
Duke Energy Carporation, March 8, 2007, File No. 1-32853, as
itern 10.01).

Form of Performance Share Award Agreement {filed in Form 8-K of
Di:ke Erergy Corporation, March 8, 2007, File No. 1-32853, as
item 10.02).
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Exhibit
Number

Duke Energy

Duke Energy
Carolinas

Duke Energy
Ohio

Duke Energy
Indiana

10.69

10.659.1

10.70 **

1071 **

10.72

10.72.1

10.73

10.74 **

10.75 **

Seperation and Distribution Agreement, dated as of December 13, X
2006, by and between Duke Energy Corporation and Spectra

Energy Corg. (filed in Form 8-K of Duke Energy Corporation, File

Na. 1-32853, December 15, 2006, as ifem 2.1).

Amendrment No. 1 to the Separation and Distribution Agreement, X
dated as of December 13, 2006, by and between Dule 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 Corperation 1998 Long-Term X
incentive Plan, effective as of February 27, 2007, by and between

Duke Energy Corperation 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 10.6).

Amendment to the Duke Energy Corporation 2006 Long-Term X
Incentive Plan, effective as of February 27, 2007, by and between

Duke Energy Corporation and Spectra Energy Corp. (filed in Farm

10-Q of Duke Energy Corporation for the quarter ended March 31,

2007, File No. 1-32853, as Exhibit 10.7),

$2.650,000,000 Amended and Restated Credit Agreement, dated X
as of June 28, 2007, ameng Duke Energy Corporaticn, Duke
Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy
Indiana, Inc. and Duke Energy Kentucky, Inc., as Borrowers, the
banis listed therein, Wachovia Bank, National Asscciation, as
Administrative Agent, JPMorgan Chase Bank, National Association,
Batclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as
Co-Syndication 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 Corporation, July 5, 2007, File
Ma. 1-32853, as Exhihit 10.1; the agreement was executed

lune 28).

Amendment No. 1 to Amended and Restated Credit Agreement X
{filed in Form 8-K of Duke Energy Corperation, March 12, 2008,
File No. 1-32853, as Exhibit 10.1).

Engineering, Procurement and Construction Agreement, dated X
July 11, 2007, by and between Duke Energy Carolinas, LLC and

Stone & Webster National Engineering P.C. {particns of the exhilit

have been omitted and fited separately with the Securities and

Exchange Commissian pursuant 1o a reguest for confidential

treatment pursuant ta Rule 24b-2 under the Securities Exchange

Act of 1934, as amended) {filed in Form 10-Q of Duke Energy

Corparation for the quarter ended September 30, 2007, File

MNo. 1-32853, as Exhibit 10.2).

Change in Control Agreement by and between Duke Energy X
Cerporation and James L. Tumer, dated April 4, 2006 (filed with

Form 10-K of Duke Energy Corporatian for the year ended

Decermber 31, 2007, File No. 1-32853, as Exhibit 10.64.1).

Change in Control Agreement by and between Duke Energy X
Corporation and Marc E. Manly, dated April 4, 2006 (filed with

Form 10-K of Duke Energy Caorporation for the year ended

December 31, 2007, File No. 1-32853, as Exhibit 10.66.1).
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Exhibit
Number

Duke Energy
Duke Energy Carolinas

Duke Energy
Ghic

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*

1

Amended and Restated Engineering, Procurement and Construction X
Agreement, dated February 20, 2008, by and between Duke Energy

Carelinas, LLC and Stone & Webster Nationa! Engineering P.C.

{portichs of the exhibit have been omitted and filed separately with

the Seclirities and Exchange Commission pursuant to a reguest for

canfidential treatment pursuant to Rule 240-2 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 Ne.

1-32853, as Exhibit 10.1),

Farm of Phantom Stock Agreement (filed on Form 8-K of Duke X
Energy Corporation, February 22, 2Q08, File No. 1-32853, as
Exnibit 10.1Y,

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 an 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 Jure 30, 2008, File
No. 1-32853, as Exhibit 10.1).

Agreement and Plan of Merger by and among DEGS Wind |, LLC, X
DEGS Wird Vermont, Inc,, Catamount Energy Corporation (filed in

Form 10-Q of Duke Energy Curporaticn for the quarter ended

June 30, 2008, File No. 1-32853, as Exhibit 10.2).

Amended and Restated Engineering and Constructicn Agreement, x
dated as of December 21, 2009, by and betwesn Duke Energy
Carofinas, LLC and Shaw Norih Carolina, Inc.

Operating Agreement of Pioneer Transmission, LLC (filed in Form X
10-Q of Duke Energy Corporation for the quarter ended
September 30, 2008, File No. 1-32583, as Exhibit 10.1).

Amencment to Duke Energy Corporation Exacutive Savings Plan, X
effective as of August 26, 2008 (flled on Form 8-K of Duke Energy

Corparation, September 2, 2008, File Mo. 1-32583, as Exhibit

10.13

Duke Energy Comoration Executive Cash Balance Plan, as Amended X
and Restated Effective August 26, 2008 (filed on Form 8-K of Duke

Energy Corporation, September 2, 2008, File No. 1-32583, as

Exhibit 10.2).

Amendment to 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 on Form 8-K of Duke Energy

Corporation, Septermber 2, 2008, File Na. 1-32583 as Exhibit

10.4).

Amendment ta Phantom Stock and Performance Awards with James X
E. Rogers, effective as of August 268, 2008 {filed an Form 8-K of

Buke Energy Corporation Septenber 2, 2008, File No. 1-32853, as

Exhibit 10.5).
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Exhibit
Number

Duke Energy

Duke Energy
Carclinas

Duke Energy
Ohio

Duke Energy
Indiana

10.89 **

10.90 **

10.91 **

10.02

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 (Employvees), effective as of August 26, 2008 (filed
an Form 8-K of Duke Energy Corporation, Septermber 2, 2008, File
Mo. 1-32583, as Exhibit 10.7).

Amendment to Award Agreements pursuant to the Long-Term
Incentive Plans (Directars), effective as of August 26, 2008 (filed
on Form 8-K of Duke Energy Corporation, Septemmber 2, 2008, File
Mo. 1-32583, as Exhibit 99.1).

Amendment to Duke Energy Corporation Directors' Savings Plan,
effective as of August 26, 2008 {filed on Farm 8-K of Duke Energy
Corporation, Segtember 2, 2008, File No. 1-32583, as

Exhihit 99.2}.

Deferred Compensation Agreement dated December 16, 1992,
betwean P3I Energy, Inc. and James E. Rogers, Jr.

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 the Securities
and Exchange Commission pursuant to a request for confidential
treatment pursuant to Rule 24%-2 under the Securities Exchange
Act of 1934, as amended),

Retirement Agreement by and between Duke Energy Business
Services LLC and David L. Hauser, effective as of June 22, 2008
{filed on Form 8-K of Duke Energy Corporation, June 26, 2009,
File No. 1-32853, as Exhibit 23.1).

Amended and Restated Engineering and Canstruction Agreement,
dated as of March 8, 2010, by and between Duke Energy
Carolinas, LLC and Shaw North Carolina, Inc. (filed in Form 10-0
of Duke Energy Corporation for the quarter ended March 31,
2010, File No. 1-32853, as Exhibit 10.1).

Retirement Agreement dated December 9, 2010 between James L.
Tumer and Duke Energy Business Senvices LLC (filed on Form 8-K
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 &-K of Duke Energy Corporation,
February 22, 2011, File No, 1-32583 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 Perfarmance Award Agreernent 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 Exhibit 10.3),

Duke Energy Corporation Executive Severance Plan (filed on Form
8-K of Duke Energy Corparatian, January 10, 2011, File No.
1-32583 as Exhibit 10.1).

Farm of Amendment fo Change in Control Agreement by Duke
Energy Corperation.
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\ Exhibit Duke Energy ~ Duke Energy Duke Energy
k Number Duke Energy Carolinas Chio Indiana
| 10.103 $200,000,000 Credit Agreement dated as cf April 7, 2010 among X X
Duke Energy Comaration and Duke Energy Carslinas, LLC, as
\ Barrowers, the banks listed therein, Branch Banking and Trust
Company, as Administrative Agent, Regicns 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, File 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 to The Bank of New York Mellon Trust
Company, N.A., as Trustee (filed on Form 8-K of Duke Energy
‘i Carotinas, LLC, June 7, 201C, File No. 1-04928 as Exhibit £.1).
I
10.105 Sixty-5econd Supnlemental ndenture, dated as of luly 3, 2010, X
between the Company and Deutsche Bank National Trust
| Company, as trustee, providing for the issuance of the Bonds, (filed
‘ on Form 8-K of Duke Energy Indiana, July 9, 2010, File
MNo. 103543 as Exhibit 4.1).
*12.1 Computation of Ratio of Eamnings to Fixed Charges - DUKE X
ENERGY CORPORATION
*12.2 Computation of Ratio of Earnings to Fixed Charges — DUKE X
ENERGY CAROLINAS
*12.3 Computation of Ratio of Earnings to Fixed Charges - DUKE X
ENERGY QOHIO
*12.4 Computation of Ratio of Earnings to Fixed Charges - DUKE X
ENERGY INDIANA
I *21 List of Subsidiaries. X
’ *23.1.1 Consent of independent Registered Public Accounting Firm. X
*23.1.2 Consent of independent Registersd Public Accourting Firm, %
*23.1.3 Consent of Indegendent Registered Public Accounting Firm, X
| *23.1.4 Consent of Independent Registered Public Accounting Firm. X
\
! *24.1 Power of attorney authorizing Lynn J. Good and others 1o sign the A
annual report on behalf of the registrant and certain of its directors
and officers,
i *24.2 Certified copy of resolution of the Board of Directors of the registrant X
; authorizing power of attorney.
*31.1.1 Certification of the Chief Executive Officer Pursuant to Section 302 X
l of the Sarbanes-Cxley Act of 2002.
[ *31.1.2 Certification of the Chief Executive 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,
*31.1.4 Certification of the Chief Exeoutive Officer Pursuant to Section 302 b8
of the Sarbanes-Oxiey Act of 2002.
*31.2.1 Certification of the Chief Financial Officer Pursuant to Section 302 X
of the Sarbanes-Oxley Act of 2002.
*31.2.2 Certification of the Chief Financial Officer Pursuant to Section 302 X 4
of the Sarbanes-Ondey Act of 2002.
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Exhibhit Duke Energy Duke Energy Duke Energy
Number Duke Energy Carolinas Ohio Indiana
*31.2.3 Certification of the Chief Financial Officer Pursuant to Section 302 X
of the Sarbanes-Oxley Act of 2002,
*31.2.4 Certification of the Chief Financial Officer Pursuant ta Section 302 X
of the Sarbanes-Cxley Act of 2002.
*32.1.1 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted x
Pursuant to Section 306 of the Sarbanes-Oxley Act of 2002,
*32.1.7 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 X
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
*32.1.4 Cartification Pursuant to 18 U.S.C. Section 1350, as Adopted X
Pursuant to Section 906 af the Sarbanes-Oxley Act of 2002.
*¥32.2.1 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted X
Pursuant te Section 306 of the Sarbanes-Oxley Act of 2002,
*32.2.2 Certification Pursuant to 18 U.5.C. Section 1350, as Adapted X
Pursuant to Section 206 of the Sarbanes-Oxley Act of 2002,
*32.23 Certification Pursuant to 18 U.S.C. Section 13580, as Adapted X
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
*32.2.4 Certification Pursuant to 18 U.5.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 subsidizries authorized undar any instrument with respect to long-term debt not filed as
an exhibit does not exceed 10% of the total assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon
request of the Securities and Exchange Commission, to furnish copies of any or all of such instruments to it.
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DUKE ENERGY CORPORATION

INVESTOR INFORMATION

Annual Meeting
The 2011 Annual Meeting of
Duke Energy Shareholders

will be:

Date: Thursday, May 5, 2011
Time: 10 am.

Place:  O.J, Miller Auditorium

Energy Center
526 South Church Street
Charlatte, NC 28202

Shareholder Services

Shareholders may cail 800-488-3853
or 704-382-3853 with questions

about their stock accounts, legal transfer
requirements, address changes, replace-
ment dividend checks, replacement

of lost certificates or other services.
Additionally, registered shareholders

can view their account online

through DUK-Online, available at
www.duke-energy.com.

Send written requests to:

Investor Relations

Duke Energy

P.0. Box 1005

Charlotte, NC 28201-1005

For electronic correspandence, visit
www.duke-energy.com/finvestors/
contactIR.

Stock Exchange Listing

Duke Energy’s commen stock is listed
an the New York Stock Exchange. The
company’s commen stock trading
symbol is DUK.

Website Addresses

Corporate home page:
www.duke-energy.com

Investor Relations:
www.duke-energy.com/investors

InvestorDirect Choice Plan

The InvestorDirect Choice Plan
provides a simple and convenient way
to purchase comman stack directly
through the company, without incurring
brokerage fees. Purchases may he
made weekly. Bank drafts for monthly
purchases, as well as a safekeeping
opticn for depositing certificates into
the plan, are available,

The plan also provides for full
reinvestment, direct depesit or cash
payment of a portion of the dividends.
Additionally, participants may register
for DUK-Online, our online account
management service.

Financial Publications

Cuke Energy's annual report and related
financial publications can be found

on our website at www.duke-energy.
comfinvestors. Printed copies are also
available free of charge upon request.

Duplicate Mailings

If your shares are registered in different
accounts, you may receive duplicate
mailings of annual reparts, proxy
staternents and other sharehoider
information. Call Investor Relations for
instructions on eliminating duplications
or cornbining your accounts.

Transfer Agent and Registrar

Duke Energy maintains shareholder
records and acts as transfer agent
and registrar for the company’s
common stock.

Dividend Payment

Duke Energy has paid quartetly cash
dividends on its common stock for

84 consecutive years. Far the remainder
of 2011, dividends on common stock
are expected 1 be paid, subject to
declaration by the Board of Directors,

on June 16, Sept. 16 and Dec. 16,

Bond Trustee

If you have questions regarding your
bond account, call 800-254-2826,
or write to:

The Bank of New York Mellon
Global Trust Sarvices

101 Barclay Street — 21st Floor
New York, NY 10286

Send Us Feedback

We welcome your opinion on

this annual report. Please visit
www.duke-energy.comy/investors,
where you can view and provide
feedback on both the print and online
versions of this report. Or contact
Investor Relations directly. Duke Energy
is an equal oppartunity employer.
This report is published solely to
infarm shareholders and is not to be
considered an offer, or the solicitation
of an affer, to buy or sell securities.

Products with a Mixed Sources
label support the Seveloprment of
respensible forest management
waorldwide, The wood comes
from Forest Stewardship Councit®
(FSCY*-certified well-managed MIX
forests, company-controlled o o s
sources and/or recytled malerial. | pses catsraz
This annual report is printed on

paper manufactured with energy

generated from renewahble sources.

VA

FSC

W et 0eg



http://www.duke-energy.com/investars/
http://www.duke-energy
http://www.f&t

At Buke Energy, we make people's lives better by
praviding gas and electric services in a sustainable
way — affordable, reliable and clean. This reguires us
to constantly leok for ways to improve, to grow and to
reduce our impact on the environment.

OUR VALUES

Safely: We put safety first in all we do.

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

Integrity: We do the right thing. We honor our
commitments. We admit when we're wrong.

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

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

Respect: We value diverse talents, perspectives and
experiences. We treat othars the way we want 10
he treated.

526 South Church Street
Charlotte, NC 28202-1802
www.duke-energy.com
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WHAT IS SIMPLE
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AFFORDABLE,
RELIABLE AND
CLEAN ENERGY?




intre(tucttbn 1

Our Strategic Focus 2
Financial Hightigt

4

L
£
3
e
=
LI
e
o
5
o
e
oy
W
E
i =

£
g
5
;

.
“E
£
B
-8
g
&
5
3

[T
e Wi

[

PRI
0

#

PR




e g e s et g -

By T T T T it

R . -

WHAT IS SIMPLE ABOUT PROVIDING
AFFORDABLE, RELIABLE AND CLEAN ENERGY?

FOLDOUT

QUR STRATEGIC FOCUS

ot s TR RTINS -

Not much! Providing energy around
the clock is more complicated than just
flipping a switch. We must manage
complex trade-offs. For instance, investing
in fossil fuels to produce electricity is desired
by some because they are affordable and reliable, g
but they also produce environmental emissions.
Renewable fuels have little or no emissions,

but they also are not yet as affordable or reliable
as fossil fuels. Additionally, we must balance
customer needs for affordable, reliable and
cleaner energy with investor needs for competitive
returns on their invested capital. In this year's
report, we will show you how we balance these
trade-offs to generate sustainable growth that
benefits all of our stakeholders.

DUKE ENERGY CORPORATION / 2009 ANNUAL REPORT 1




€ 1u0d33 wKKY 6O0T NDIiFd0ausl ROR3NE IR0

sueid [ewall Jsy)o pue 41Hq
yanou, AInbs u udgma gat pansst QUe
‘S1UJ3) pUE SE1E1 IANIRINE 1B [gep AJEPIXY
40 UCIHG £ URYY 30w PANSS 'GO0E F0US M
600g Auunp Jusaiad 215 J0 ajer aBrisae
uE 1B Jq8p J]Bi-Paky jo ucig 5/ ES penss| m

5002 Y!
Juanet ¢ ARBWnodde puapiap Mg |

ssaudoig 0102 Alteg
pue 60pz

OT0Z A2 Wy ¥oeitad ejos 18 paanboy
SIELS 33U Ul uoneIsdo [BILEUMLGY W
Jamod pue Ju s G/ ABIELIKSIdde

Lia Jead Sui papus pue ‘5G0z up

AdiaU2 pUM JO MW DSE Vel 210W pappy -
AB3jelis IBwaisna

1384 yp oIy ur wBzew pauleyay -

343 pan|Ip
paisnipe ur ypwosd
33 UBYY 13MOS ajBd
B 1B PUBDIAID MOLE)
0E°'1$

0152 1% 18 §d3
pajnip paisnipe
010Z AMalydy

Kypinbiy
Juons nimuiEy B

2ETE L0543
pajn||p paisnipe
&00Z o 2seq e o
ualRd g O £ J0
21e) Lol jenuue
punodwo? (Sd3t
zueys sad sBuiwes
pEINIp pAsnipe
uuak-ELo| e andiyoy &

sBunes np2s2
BPEIE-JUBLLSIAL

53ssaUISNg

|B|2AWW0

AN Ul suIniel

pagsnipe-ysu
sjeutoidde anaiucy m

T

SaAIUSIVL ey
J)€lS PUE |Biapa)

TR T e SIS . AT st

sucijesadxg
uings. Jng Pug

a2/ pue sAanyYy -

JUSLND UIBJIEK &

X|LU 558UI5Nq

sueqd [euielui |efuaWLIal Juad
U0 pUR {AIHE) -1ed GF "pRiendas
ueld JuaLSIAUIRI yuatuad G/

Klaewsxousdde
ue uIEUIRW T}
|ejides fojdeq =

PUapip Wwouyp

D10z W s ul
Ui QDY anss| @

SILIMAs

ahQadwod wes 0
Kjainiya |elde
EAl piie apennjfy

193S GaUEErR
Huons e uiuER

|ENa.S ferousuly

[2poWl §58UISNg NG
14 18U s3a80Md Uy
Bunsanui Aq sassau

AZ13u3 $SRWOIG pue
1B|OS OJL| puedy] -

ek yoes

-I50q #5aY} MOJG T 2u1f uo Aisua
Sma)) yseD Ui 0 (pAW)

Apess pue Asismp suemeSaul ggz

sBulwes uinuiey Aiglewxoucde Buug

ssadold 0702 fpea
RUE 5007

0Q10Z Aidea Ut oo i pud pews 3udodag =
euzipu| pUE BUIGLE] YINOS ‘RulidIe)) yuol
‘B0 Ul pAacdde yomawey ASuaiys ATBug B
fqanuey aue a0
'BUIOIEY) UINOS 'EU|0IET) YHON Ll Siusuaes
3SR B]8.-3580 [BYLAU paAIlly &

LE0A2 g 2T w g

ssaiBeug qraz Ay '
pue 007 -

tasiew
82SIALM BY) Ul
s}5558 UCIEIauad
se8 pue jeaa
1saMp aZlumdo
0] 3Nuuey) =

g w

2uiydums Jaaisnd
Jojoedun By

) APMSUaYo

PuE ABAISURap

S2(8S |IEaY
ABrRu3 N asn £

$85SUISNG (21010W0)

"Y1BUaAs |BIDURLY PIOUBUUS O} peal yalum '$essaUisng [RIoIawWwod
iNO wol) sBUILIES 2519A1p BUIZILIXEW 10} pUE Sane) paleindal 6o

Surziuiapow 1o s21551E1S INC 835 UED NOA "UEBSII DUB aj0eldl 'S|gepIcke Si

18U Afiaua uam siawolsno Jna apiaoid am moy Siedsni saBed omy asayl

SUQISSILIB

uogiea ajejnda o]
ueiiesi3ay erapay
YQEHIOM BAIILTY
sjueid semo¢ mau
10§ paau s Sw
-anpa) 'sjuasanu
Aoumioya Adieue
U SUsNTEs LIeD Ty
SN SAD||E J1] Y4oM
-Bluesy Rudimye

IS0 FFeURL

S1S00 #InpaI o) pue
Rusyss ASrava
LIEN
3525.0U| 0] pud
HRWE Ry ey
p1g Bozue a0eday =

Adsus s8] w

Suinjal pawes puw
DPROYE LBIMEH)
ded auy asop pue
‘SUALIEEAUL JO Lia
-AT38! BMIIMUISUG

pUE AW} SASILOY m

Agnsseiddy =
uanIeYSHES

ATUSOLEND 30T B
W&sAS LognglIsIp
pu® Jaay uoijesauad
AN G AgeIR

YB3t wEN B

i
puellap yead aimyn] |
Eal o) ARiava
Zl9emaus) pue |
sun sef Jupguua !
-1aM0| lega-ssuesio
MEU YEmosyun B
-jeisusd issoy saple .
agejdai pue sunay & |

JLYANVIN ADYINT NY31D

aNY 378Y1713Y ‘318V0E044Y
ONOAZE GNY 0102 — SN204 GIDALYULS ¥N0




FINANCIAL HIGHLIGHTS™"

{In millions, except per-share amounts} N 2000 2008 2007 2006 2005
Statement of Operations
Total operating revenues $12,731 313,207 £12,720 410,607 $6,906
Total operating expenses 10,518 10,765 10,227 9,210 5,586
Gains on sales of investments in commercial and multi-family real estate — _ o 201 191
Gains {losses) on sales of other assets and other, net 36 69 {5) QQM)
Operating income 2,249 2,511 2,493 1,821 1,456
Tatal ather income and expenses 333 121 478 354 217
Interest expense 751 741 685 632 38l
Income from continuing aperations before income taxes 1,831 1,891 2,236 1,543 1,292
Income tax expense from continuing operations 758 616 712 450 375
income from continuing operations 1,073 1,078 1,524 1,093 917
Income {loss) from discontinued operations, net of fax 12 16 (22 783 935
Income befare cumulative effect of change in accounting principle
and extraordinary items 1,085 1,291 1,502 1,876 1,852
Cumulative effect of change in accounting principle,
net of tax and noncontrolling interest — — — (4)
Extracrdinary items, net of tax — 67 e — —
Net income 1,085 1,358 1,602 1,876 1,848
Dividends and premiums on redemption of preferred and preference stock — — — — 12
Net income {logs) attributable to nencontrolling interests 10 {4) 2 13 24
Net income attributable to Duke Energy Corporation $ 1,075 & 1,362 $ 1,500 $ 1,863 $ 1,812
Ratio of Earnings to Fixed Charges 3.0 34 3.7 26 2.4
Common Stock Data
Shares of commion stock outstanding @
Year-end 1,309 1,272 1,262 1,257 928
Weighted average — basic 1,293 1,265 1,260 1,170 934
Weighted average — difuted 1,294 1,267 1,265 1,188 970
Incame from continuing operations attributable to Duke Energy Corporation
commeon shareholders
Basic % 0.82 § 101 3 121 $ 092 $ 094
Diluted 0.82 1.0 1.20 091 0.92
Income (loss) from discontinued operations attributable to
Duke Energy Corporation common sharehoiders
Basic $ 0.01 $ o0z % 002y & 067 $ 1.00
Diluted 0.01 0.01 {C.02) 0.66 0.96
Earnings per share (before cumulative effect of change
in accounting principle and extracrdinary items)
Basic $ o083 $ 103 $ 1.19 $ 1.59 $ 194
Diluted 0.83 1.02 1.18 1.57 1.88
Earnings per share {from extraordinary items)
Basic $ — $ 005 $ — % — $ —
Diluted —_ Q.05 — — —
Nat income attributable to Duke Energy Corporation common shareholders
Basic $ 0.83 $ 108 $ 119 £ 159 $ 194
Diluted 0.83 1.07 1.18 157 1.88
Dividends per snare 0.94 0.90 0.86 1.26 1.17
Balance Sheet
Total assets $57,040 $53,077 $49.686 68,700 $£54,723
Long-term debt including capital leases, less current maturities $16,113 $13,250 $ 9,498 $18,118 $14,647

{a) Significant transactions reflected in the resulls above include: 2009 impairment of goodwill and other assets (see Note 11 to the Consolidated Financial Stalements, “Goodwill and
Intangible Assets”}, 2007 spinoff of the natural gas businesses (see Mote 1 1o the Consofidated Finanzial Statements, “Summary of Significant Accounting Poficles"}, 2006 merger with
Cinergy, 2006 Crescent joinl venture transaction and subsequent deconsciidation effective Sept. 7, 2006, 2003 DENA disposition, 2005 deconsalidation of DCP Midstream effective
July 1, 2005, and 2005 Duke Energy Field Services, LLC (DEFS) sale of Texas Eastern Products Pipeiine Company, LLC {TEPPCO).

(b} Periods prior 1o 2009 have been recast to reflect the adoption of the nencontrolling interest presentation provisions of Accounting Standards Cadification 810 ~ Consolidation, which was
agopted by Duke Energy effective Jan. 1, 2009.

{5} 2006 increase primarily attributable to issusnce of approxdmately 513 miliion shares in connection with Duke Energy’s merger wilh Cinergy.

(d) 2007 decrease due to the spinoff of the natural gas businesses to shareholders on Jan. 2, 2007, as dividends subsequent o the spinoil were split proportionately betwean Duke Energy
and Spectra Enargy, such hat the sum of the dividends of the two stand-alone companies approximated the former tota! dividend of Duke Energy prior to the spinoff.

See Noles lo Consolidated Financiat Statements in Duke Energy's 2009 Form 10-K.
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CHAIRMAN'S LETTER

TG STAKEROLDERS

JAMES E, ROGERS
Chaitman, President and
Chief Executive Officer

Dear fellow investors, customers, employees and all others who have a vested interest in our
success — including our partners, suppliers, policymakers, regulators and communities:
Flipping a light switch is simple. Our mission of providing our customers
with affordable, reliable and cleaner energy, 24/7, is not.
Our industry is capital-intensive. Our assets are built to last for decades to
meet the long-term needs of our customers. We must make billion-dollar investment
decisions today to build large-scale plants that will operate half a century or more.
Today's uncertainties around new environmental regulations and climate change
legislation make these decisions even more difficuit.

We expect Congress or the U.S. Environmental Protection
Agency (EPA) to regulate carben emissions as early as 2011.
We also expect an onslaught of new environmental regulations
on ¢coal — not anly for carbon emissions, but also for hazardous
air pollutants, ash ponds, the production of coal from moun-
taintop removal and water discharge. These new rules could
require us to retrofit or retire thousands of megawatts (MW) of
coal-fired generation, beyond what we were already planning.

We make the best decisions when we listen carefully to
our stakeholders, bring our expertise to bear on critical political,
economic and environmental issues, and stay focused on
our mission. Engaging constructively in a dialogue will help
pratect the interests of both our customers and our investors.,

A BALANCING ACT

We must act today to ensure an affordable, reliable and
cleaner supply of eneray for our customers in the future.
Between 2010 and 20312, we expect to invest between
%14 billion and $15 billion to modemize our aging regulated
generation, fransmission and distribution system, maintain
our existing facilities, and sustain eamings and cash flow
from our commerciat businesses. As we work to achieve
constructive regulatary recovery of our investments and
earn fair refurns on capital, we will strive to smoaoth

out and reduce the impact of future rate increases on

our customers.

DUKE ENERGY CORPORATION / 2009 ANNUAL REPCRT 5
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LETTER TO STAKEHOLDERS (coniINUED)

Our strategies are clear:

m Modernize our facilities to repower the regions we serve,
improve reliability, create new jobs and reduce our
environmental impact.

® Execute on a new regulatory madel for energy efficiency
to help our customers save money and make the
communities we serve more energy efficient.

m Keep our commercial businesses profitable and
focused on eaming solid economic retums.

& Engage on the front lines ot the climate change,
energy and environmental debates to help protect
the interests of our stakeholders, especially our
customers and investors.

The tahle on pages 2 and 3 of this report summarizes
our strategic initiatives, which | discuss in greater detail
below. Some of these are early-stage initiatives designed to
create options, such as our ongoing efforts 1o expand energy
efficiency. Some remain central to our strategy regardless
of what happens, such as modernizing our generation fieet
and our grid, and expanding our renewable energy portfolio.

Finally, other initiatives, such as our proposed nuclear
plant projects, have a longer time frame. To suceeed in
these efforts, we must be alert to changes that may reguire
course adjustments.

2009 RESULTS

Last year was difficult for both our customers and our
industry. On a weather-normalized basis, our customers’
demand for power was down approximately 4 percent,
primarily due to declines in manufacturing load. Cooler
summers in both the Midwest and the Southeast also
reduced electricity demand.

We can’t control the economy or the weather, so
throughout the year, we focused on what we could control.
We aggressively managed cur cosls — reducing our
planned operating and maintenance expenses by more
than $150 million, exceeding cur $100 million target.

Our regulated operations also maintained high
operational performance. Our nuclear fleet had one of the
best years in its history, and our fossil plants had their best
year for availability and refiability in 10 years.

QOur commercial businesses include our growing
renewable energy portfolio, our international assets in Latin
America, our competitive fossil generation and retail sales
business in Ohio, and our natural gas generation in the

6 DUKE ENERGY CORPORATION / 2009 ANNUAL REPORT

Midwest. Last vear, in total, our commercial businesses
increased both carmings and cash flows.

tn our renewables busincss, we added just over 360 MW
of wind power and ended 2009 with approximately 735 MW
in commercial operation. In Latin America, our 4,000 MW
of highly contracted hydroelectric and gas plants generated
strong cash flows and earnings.

in Dhio, the recession drove down wholesale power
prices, and competitors set out to undercut our locked-in
rates. We met this challenge by launching a slrategy to
attract customers seeking competitive suppliers with our
own competitive retail supplier, Duke Energy Retail Sales.

As you would expect, this required us to reduce our marging
in order to retain some of our customers. In 2010, we will
continue ocur efforts to mitigate customer switching, as

well as position and maximize the value of our Ohic and
Midwest businesses in the wholesale generations market.

With our sizable investments to modernize our energy
infrastructure, capital is our lifeblood. Thanks to our strang
halance sheet, we had remarkable access to the capital
markets. We issued $3.75 billion of fixed-rate debt at an
average 5.2 percent interest rate in 2009. Qver the past
two years, we issued more than $7 billion of fixed-rate
debt at favorable rates and terms, and $600 million of equity
through our dividend reinvestment plan (DRIP) and cther
internal plans. At year-end, our debt to fotal capitalization
ratio was 44 percent, and we maintained cur investmert-
grade corporate credit ratings.

Due to our employees’ extraordinary efforts last year,
we exceeded our 2009 employee incentive target by
2 cents, earning $1.22 per share on an adjusted diluted
basis. Reported diluted eamings per share (EPS) were
83 cents for 2009,

Our tolal shareholder return — the change in stock
price plus dividends — was up 22 percent for the year.

That compares favorably with the Philadelphia Utility Index
(made up of 20 peer companies, including Duke Energy),
which was up only 10 percent in 2009, Over the past
three years, Duke Energy has achieved a positive 4 percent
shareholder return, white the utility index dropped nearly

5 percent.

Even though our adjusted earnings have been essentiatly
flat over the last three years, we grew our dividend an average
of approximately 4 percent each year during this period.

The one area where we didn't meet expectations is
employee and contractor safety. After a fatality-free 2008,
we suUffered three contyactor deaths in 2009, This reminds
us of the hazards involved in bringing energy to miflions of



COMPARISON OF 2009 TOTAL SHAREHOLDER RETURN
{12 months ended Dec. 31, 2009)

DUKE ENERGY

PHILADELPHIA STOCK SLP 500

CORPORATION EXCHANGE GmiLEY INDEX
SECTOR INDEX

Qur total shareholder return — the change in stock price plus dividends — was up 22 percent for the year. That
compares favorably with the Philadeiphia Utility index {made up of 20 geer companies, including Duke Energy),
which was up only 10 percent in 2009. Over the past three years, Duke Energy has achieved a positive
4 percent shareholder return, white the utility index dropped nsarfy 5 percent.

peaple. Even though our injury rate trended to the lowest it's
ever been, any injuries or fatalities are unacceptable. | have
challenged all of our employees and contractors to redouble
their efforts in this area.

For the fourth year in a row, Duke Energy was named
to the Dow Jaones Sustainability Index for North American
companies in the electric utility sector. Early in 2010,
Corporate Knights magazine named us one of the 100 most
sustainable companies in the world. And, in March 2010,
we were named one of the 100 Best Corporate Citizens for
the second consecutive year by Corporate Responsibility
{CR} magazine.

| invite you to review our 2009|2010 Sustainability
Report, available on www.duke-energy.com, to learn more
about our commitment to de business in ways that are good
for pecpie, the planet and profits.

2010 CUTLOOK

In the latter half of 2009, it seemed that the economy rmight
be stabilizing, Hawever, with double-digit unemployment in
several of our jurisdictions, we expect economic growth for
the next few years to be anemic. Cur 2009 year-end results
and our current economic projecticns fead us to a 2010
earnings cutlook range of $1.25 to $1.30 EPS on an adjusted
diluted basis. This range puts us on track to grow long-term
adjusted diluted EPS at a compound annuat growth rate of

4 to 6 percent, from a 2009 hase year.

In 2010, we will need to fund about $3.5 billion to
complete our construction programs and address the negative
cash flow impacts of the ongoing economic downturn.
Externally, we expect to issue approximately $2.3 billion in
new debt securities and raise approximately $400 million of
new equity through our DRIP and other internal stock plans.
The remainder will come from the utiization of cash we real-
ized from prefunding some of our 2010 financing nesds in
2009, The equity we plan to issue will help maintain our
strong balance sheet.

We are committed to growing the dividend, but at a
slower rate than our growth in eamings. Over time, our
paycut ratio will trend downward te levels more consistent
with our industry peers. Subject to beard approval, we
estimate a 2 percent dividend increase in 2010.

IS THE ENERGY WE PROVIDE AFFORDABLE?

The first question we ask when we consider making a
long-term investment to achieve our mission is: Wil it
provide affordable energy for our customers? Given our
long lead times for construction, we must consider both
present end future affordability.

We are investing today in more efficient coal-fired
plants and other technologies to maintain the fuel flexibility
of cur generation fleet. This will help to mitigate the impact
of future price spikes for any one fuel, and smoath out
customer bills. Replacing some of our oidest coal-fired

DUKE ENERGY CORPORATION / 2009 ANNUAL REPORT 7
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LETTER TO STAKEHQLDERS (CONTINUED)

plants with new, efficient and fower-emitting coal units
makes economic sense because of our nation's vast supply
of affardable and retiable coal.

Qur 825-MW Cliffside advanced coal project in MNorth
Carolina is about 55 percent complete. We call this &
"bridge plant”™ because when the new advanced-technology
generating unit is finished in 2012, it will begin to replace
a total of 1,000 MW of older, higher-emitting coal units,
which we will retire from service.

in Indiana, our 630-MW Edwardsport integrated
gasffication combined-cycle plant is about 50 percent
complete. This is one of the cleanest, largest and most
advanced coal gasification projects in the world. When
completed in 2012, it wilt replace 160 MW of older and
higher-emitting generation that is more than half a century
old. We are investing $17 miilion to study carbon capture at
the site. We are also proposing to spend $42 millien for the
first phase of site selection and characterization studies for
the permanent underground storage of up to 60 percent of
the plant’s carbon dioxide (CO,) emissions.

Additionally, we are building twa very efficient 620-MW
combined-cycle natural gas-fired plants at two existing coal-
fired power plant sites in North Carolina. When completed
in 2011 and 2012, these cieaner-burning units will leverage
our ability to use growing supplies of domestic natural gas.
They will also enable the retirerment of about 250 MW of older
coal-fired units as part of the 1,000 MW referenced above.

Another companent of our modernization strategy
includes investments in a mare efficient alectric grid ta
imprave future reliability and to promaote end-use energy
efficiency. | will discuss more about that below.

Constructive capital recovery

As a reguiated utility, our only vehicle for earning on
our plant and grid investments is the recovery of capital and
eaming a return on equity that regulators allow through our
electric rates. The rate settlements we reached last year with
nearly all of the parties in four of our five jurisdictions are
prime examples of our work to achieve constructive regulatory
outcomes for our customers and investars alike. We also
successfully continued the ongoing construction work in
progress (CWIP) recovery of financing costs for our Edwardspart
cleaner-coal project in Indiana.

Given the state of the economy, it's not easy asking for
rate increases. But keep in mind, in the Carolinas alone, we
have not raised our nonfuel base rates in those states since
1991, and our rates remain competitive for our customers and
for the communities we serve. For instance, in North Carolina,
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{f our rates had kept up with inflaticn, our 1991 residential
hase rate of 7.1 cents per kilowatt-hour (kWh) would be
nearly 11.2 conts per KWh today. With the recently approved
rate increase, the average resicential customer will pay about
9.2 cents per kWh, well below the national average of nearly
11.8 cents per kWh for residential customers.

To be able ta provide custemers with affordable power,
we must seek and obtain constructive regulatory solutions
in all five of our state jurisdictions. As we are granted timely
recovery of cur construction costs and expenses, and fair
returns on our equity capital, we will he able 1o raise new
capital at competitive and fair costs. Our regulatory framework
to expand energy efficiency will also help fo reduce energy
costs, while eaming fair returns for our investors.

New partnerships to advance affordable power

To accelerate the development of cieaner and more
affordable coal technologies, we are sharing research and
experience with 1.5, partners, such as the Electric Power
Research Institute {(EPRI), an independent, nonprofit
organizatian of scientists, engineers and other electricity
experts from around the world.

Last year, we entered into agreements with China's
Huaneng Group and ENN Group, twa of the nation's largest
energy providers. We will work jointly to develop an array
of clean energy technologies, not only carbon capture and
storage, but also renewable energy, smart grid and battery
storage. Like the United States, China has enormous coal
reserves and huge potential for the permanent underground
storage of CO,. These ventures, along with our EPRI
collabeoratian, will alfow us to scale up and commercialize
new technologies more rapidly, and at iess cost.

MNuclear is the only baseiocad generation that has zero
greenhouse gas emissions. We continuc to pursue plans,
including potential regional partnerships, to develop a new
2,234-MW nuclear power plant, the William States Lee |1l
Nuclear Station, in Cherokee County, S.C. If approved, the
plant coutd come on line in the 2021 time frame.

Bringing new nuclear energy capacity to the Midwest
wiil help diversify that region’s dependence on coal. Last year,
we created the Southern Ohio Clean Energy Park Alliance
to explore development of a nuclear power plant at a U.S.
Department of Energy site in southern Ohio.

Both nuclear ventures will help us achieve important
economic and policy goals, and maintain our strategic
flexihility. However, we will proceed with these projects only
if we can be assured of constructive rules that allow us to
recover our-costs and earn fair returns.



IS THE ENERGY WE PROVIDE RELIABLE?

The next question we ask in meeting aur mission is: Wil
the Investments we make deliver reliable energy? Reliability
depends on how electricity is delivered. Madernizing our
transmission and distribution grid is key to improving
reliability. That's why we plan to invest up to $1 billion

over five years to begin the conversion of our power delivery
system inte an advanced, state-of-the-art “smart grid.”

Today's analog meters give us just 12 data points per
year — the after-the-fact monthly usage, which generates tha
menthly kill. Smart meters will provide us and our customers
more than 9,000 data points every year. Armed with this
new information, we will be abie to make more accurate
load forecasts and reduce our costs by better balancing supply
and demand. But that's only the heginning of the story.

Because smart meters will send information back to us,

Smart grid benefits

A smarter grid will create a digital, two-way information
exchange between us and our customers, It will transform
today's century-old power delivery system intc an advanced
energy network that delivers electricity and energy usags

informatian,.

we'll know sconer when and where power ouiages occur,

We'll be able to remately identify trouble spots and restore

report the cutage.

service faster. In some cases, power outages will be avoided
altogether due to the smart grid's “self healing” capability.
Intelfigent sensors and switches will automatically identify,
isolate and “cure” power line problems. Today, we know
that service is disrupted only when a customer calls to

A: This strategy is based on invasting
capital today to replace older,
inefficient and higher-emitting fossil
generating plants, and to build a
smarter grid to help us prepare for

a lower-carbon, cleaner-energy future.
This prudent investment of capital
will increase our rate base and, with
constructive regulation, it will lead

to revenue and eamnings growth.

Q: Why are you invasting significant
capital in new power plants when load
growth has fallen?

A: We build plants to meet the
long-term needs of our customers.
Although the recessionary economy
has impacted our near-term load,

we must prepare for the future when
demand growth returns. Regardless of
the recession, we will need additiona!
capacity to meet our peak demand in

the future. In both the Carolinas and
the Midwest, we have not built a new
baseload power plant since the 1980s.
The new cleaner-coal and gas-fired
generating units we are building

will replace the older fossil plants

we anticipate retiring over the

next decade.

0: How do you intend to achieve
constrective regulatory outcomes?

A: We have a track record of
recovering cur investments through
regulatory proceedings with an
approach that balances the needs

of all of our stakeholders — and
invalves all parties in negotiations to
reach constructive settlements. Qur
current focus is to build support for
closing the gap between the time we
invest and the time it takes to recover
our investment.

REGULATED OPERATIONS

Q: How will your modernization strategy lead to revenue and earnings growth?

Q: Whyis operational excellence
significant for meeting finangial poals?
A: Operating our plants and system
with high availability and efficiency,
while also providing excellent service
at affordable rates, is necessary to
build customer satisfaction and
regulatory suppart. Our commitment
to operational excellence demonstrates
our discipline in allocating capital to
achieve top-tier performance.

(: Are you identifying other revenuas
beyond your traditional business?

A: We are working tc grow revenues
outside the traditional electric sales
business. These new saurces
include energy efficiency products
and services, wholesale crigination
(supplying power to rural electric
¢0o-0ps and municipalities) and our
economic development efforts.
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LETTER TO STAKEHOLDERS (CONTINUED

QOur smart grid is also critical for meeting the power
needs of plug-in hybrid electric and all-electric vehicles.
To better understand these game-changing technclogies,
we are joining FPL Group to invest a combined $600 million
with the goal that 100 percent of all new fleet vehicles
purchased will be plug-in electric vehicles or plug-in hyhrid
electric vehicles by 2020. We alsc foresee great potential
for job creation, as our naticn builds the new recharging

infrastructure for these vehicles.

Through the end of 2009, we had invested
approximately $90 million ta deploy limited-scale smart
grid projects. We centinue to pursue smart grid deployments
in North Carolina, South Caroling, Kentucky and Indiana.

In December 2008, we received approval from the Public

Utilities Commission of Chio to move forward with full-scale
deployment. After conducting successful pilot programs

in 2009, we expect to install 140,000 smart electric and
gas meters and other associated technologies in 2010,

Our Ohio deployment will grow ta more than 1 million smart
meters and cther components installed over the next five
vears. We are recovering these investments through an
annual rate tracker in Chio.

In 2009, the U.S. Department of Energy (DOE)

awarded us $200 miltion under the American Recovery
and Reinvestment Act to support our smart grid projects
in the Midwest, and another $4 million taward our

smart grid efforts in the Carolings. We continue to work
with the DOE on finalizing the terms of the grant contract.

earnings and cash flow?

A: Cur commercial businesses
consist of: Midwest Generation,
Renewabies and Duke Energy
International (DED). Combined,
these businesses provide diverse
geographic, technological and fuel-
sourcing advantages. This diversity
is key to generating strong cash
flows and earnings.

0: What is the Midwest Generation
strategy?

A: Midwest Generation includes
about 4,000 megawatts {MW) of
predominantly coal-fired generation
plants that currently are dedicatad to
Duke Energy Chio customers, and
about 3,600 MW of gas-fired plants

states that serve wholesale markets.
This is a mature business that has
histarically provided good cash flows
and earnings.

located in Ohia and other Midwestern

{n Dhio, generation is deregu-
lated, which ailows retail customers
to switch to alternative suppliers. In
2009, we mitigated this threat by
launching a strategy to attract custom-
ers through cur own retail supplier.
We expect this business to continue
focusing on producing strong cash
flows and solid retums. We don’t
anticipate investing growth capital in
this business over the nexi several
years, and we'll carefuily manage our
operating and maintenance expenses.

{: What is the Renewables strategy?

A: We launched our Renewables
business in 2007 with investments

in wind energy, We now have
approximately 735 MW of operating
wind projects in Texas, Wyoming and
Pennsylvania, and we expect to have
nearly 1,000 MW of commercial wind
power in operation by the end of

COMMERCIAL BUSINESSES

Q: What is the value proposition for your commercial businesses, and how do they grow

2010. Over the past two years,

we have created solar photovoltaic,
biomass and commercial transmission
businesses. Like our wind business,
the output from these projects will be
highly contracted with creditworthy
partners, Near-term growth in
renewables will be driven by favorable
federal and state public policy,
including renewable portfolio
standards and tax credits,

(: What is the International strategy?

A: DEI consists of predominantly
hydroelectric generation assets in
Braril, and a combination of hydro
and fossil generation in Peru and
other Latin American countries. DEI
provides diverse and consistent eamn-
ings growih. Qur strategy is to reinvest
internally generated capital into growth
projects that fit cur business model
and meet gur return expectations.
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Energy efficiency: A business model for the 21st century

The smart grid will become an important enabler for
more efficiant energy use. It complements our goal to level
the playing field between incentives in place to promote
new plants and incentives needed to promote energy
efficiency investments. Most utilities today continue to
operate under regulatory frameworks created decades
ago that reward them for building new power plants and
distribution systems. They lack incentives to invest in
end-use energy efficiency.

Cur energy efficiency plan takes steps toward creating
a framewark that will allow us ta earm a return an the costs
of new construction that we avoid due to the expansion of
end-use efficiency innovations. Over time, the growth in
enegy efficiency programs is expected to smaoth out the
dermand for energy, making our demand less "peaky”

(less generation needed to meet peak loads). As a result,
customers' averall energy costs would be reduced. The
cost of these programs will be recovered through a
nominat energy efficiency rate rider included in the
monthly energy hill.

First approved in Ohio in December 2008, our energy
efficiency frarmnewcrk was approved last year in North
Carolina, and in garly 2010 in South Carolina and Indiana.
In Kentucky, we are evaluating a filing in late 2010.

(S THE ENERGY WE PRQVIDE CLEAN?

Finally, to realize our mission we ask: Wilf the fnvestments
we make provide cleaner energy?

Cleaner energy inciudes our investments in new,
more efficient and lower-emitting coal- and gas-flirad power
plants, as well as the approximately $5 billion we have
invested aver the Jast decade to significantly reduce sulfur
dioxide and nitrogen oxide emissions from our existing
coal fleet. We are also making significant investments in
renewalie energy in both our regulated and commercial
husinesses,

Including our renewables investmeants, our nuclear fleet
in the Carolinas and our hydroelectric assets in North America
and South America, we are now the third largest producer of
carbon-free electricity in the Americas ameng U.S.-based,
investor-owned utilities.

And we continue t reduce our carban intensity, which
is the amount of CO, emitted per unit of electricity produced.
Based an the latest available 2008 data, of the 20 largest
U.S.-based, investor-owned utifities, we rank 10th in carbon
intensity. In 2007, we ranked ninth.

Regulated renewables portfolio

Investing in renewable energy diversifies our fuel mix
and reduces our carbon footprint. In 2009, we were active
on many fronts to increase our renewable power portfolio.

To gain experience with the design, construction and
maintenance of distributed solar generation on our system,
iast year we received approval from the North Carolina
Utilities Commission to construct solar power systems on
muitiple customer properties. We brought our first system
under this program on line in early 2010 — a 1-MW system
with more than 5,200 solar panels on the roof of a large
manufacturing facility in Marth Carolina. We are on track
to construct & total of 8 MW of solar power systems by the
end of 2010. That is enough generating capacity to power
about 1,300 average-sized homes annually.

Last year, North Carolina’s policymakers put incentives
in place to support the creation of a state offshore wind
industry. As a result, we annouriced plans to construct
up to three offshore wind turbines to be sited in state waters
inside Morth Carolina's Outer Banks, We are partnering
with the University of North Carolina on this initiative,
which could be the first wind turbines operating offshare
in the United States.

In additior: to the direct investments we are making
ta own soiar and wind power in our regulated business,
we are also exploring blending wood chips with coal as a
supplemental fuel source that could reduce coal usage
at our existing power plants. We have conducted successful
trials of this process, known as biomass cofiring, and we are
developing plans to make it a major part of our renawable
energy portfolio.

We alsa continue to increase the amount of renewahle
energy in our regulated portfolio through power purchase
agreements, In recent years, we have entered info contracts
to buy more than 170 MW of renawable energy, including
wind, solar, hydroelectric and Tandfill gas.

Commercial renewables business

Cur commercial renewables business has initially
been focused on land-based wind energy, currently the most
gconemical renewable power source, By the end of 2010,
we expect to have nearly 1,000 MW of commercial wind
power in operation. We have been very successful in
bringing new wind projects on line ahead of scheduie
and under budget. These projects are backed by iong-term
contracts with craditworthy partners — a low-risk approach
that we are also applying to solar, biomass and new
transmission projects,
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LETTER TO STAXEHOLDERS (CONTINUED)

In January 2010, we announced our first commercial
photovoltaic sclar venture, the Biue Wing Solar Project in
San Antonio, Texas, This 14-MW, 139-acre solar photovaltaic
farm includes a 30-year power purchase agreement with
San Antonio-based CPS Energy, cne of the largest municipal
utilities in the United States. Qur solar strategy also involvas
joint development of commercial projects in the United States
with China-based ENN Group.

Last year, the U.S. Department of Energy awarded us a
maiching grant worth $22 million t¢ design, build and install
one of the nation’s first demonstrations of energy storage at
our 153-MW Notrees wind farm in Texas. If it proves to be
cost-effective, we could adopt similar storage solutions at
some of our other power plants.

Alsc in 2009, ADAGE, the biopower company we own
with AREVA, began the permitting process to build two
55-MW carbon-neutral biomass plants in Florida that will
generate electricity by burning wood waste. [n early 2010,
ADAGE and John Deere announced an alliance for collecting,
bundling and transporting woad debris from regional logging
operations in western Washington to fugl a proposed 55-MW
bicmass power plant in that region.

Finally, we became the lead investor in GreenTrees,
& program that aims to offset carbon emissions threugh the
reforestation of 1 million acres in the southeastern United
States. Our initial investment funded the planting of mare
than 1 million trees on approximately 1,700 acres
in Arkansas.

WHAT IF WE'RE WRONG ABOUT CLIMATE CHANGE?

| have described cur strategy for providing our custormers with
affordable, reliable and cleaner enargy.

But what if we're wrong ahout the imperative to reduce
€O, and other greenhouse gas emissions? That is the subject
of a high-profile debate, as the integrity of sclentific research
supperting the threat of climate change continues to
ke scrutinized,

| have thought about this leng and hard. What if we
are dead wrong? Would the course we've charted for our
tompany and our customers be misguided? Would we
change our plans if it were unlikely that Congress or the
EPA would ever regulate carbon emissions?

My answer is "na.”

FINANCIAL STRENGTH

Q: How will Duke Energy maintain its financial strength?

A: Qurfinancial ohjectives includs
growing our earnings and dividends,
allocating capital efficiently and
garning competitive returns, while
maintaining the strength of our balance
sheet. Our financial strategy supports
our historical focus of providing
affordable, reliable and increasingly
clean energy to aur customears, while
earning good returns for our investars.

Q: How do you balance short-term
economic pressures with the long-term
investments needed to meet the needs
of your customers, and achieve
business growth?

A: We achieve that balance by
maintaining flexibility in our allocation
and spending of capital, In 2010,
about $3 billion is committed to
building our two cleaner-coal plants
and two gas planis in our regulated
operations, and renewable wind

and solar projects being built under
long-term contracts in our commercial
husinesses. About $2 billion is
allocated for customer additions

and maintenance costs. In the short
term, we have some flexibility on

the timing of this spend.

We have the greatest flexibility
in allocating our discretionary capital.
QOur 2010 plan includes $200 million
of growth capital that has not vet
been designated to specific projects.
Additionally, we have broad ranges
for discretionary spending in 2011
and 2012, the years in which we will
be deploying more capital to complete
the fleet and grid modernization
proiects in our regulated operations.
As we demonstrated in 2009, we
have the flexibility to increase or
decrease this discretionary spending
as the environment dictates.

5

12 DUKE ENERGY CORPORATION / 2009 ANNUAL REFORT




Even without carbon regulation, we would still need
to complete our Cliffside and Edwardsport advanced coal
projects and our two natural gas-fired planis in North Carolina,
and pursue the nuclear option. Why? Because we will have to
replace nearly every power plant we operate today by 2050,
due to normal aging 2nd technological chstlescence.

Why now? Because we must meet our clean energy
aspirations and build a flexibie generation portfolio that
includes all fuel sources, Modemizing our flest now gives us
and our customers the flexibility to respond to unpredictable
and ever-changing fuel prices.

We simply cannot rely on renewable energy for most of
our power. Wind and solar power are intermittent. As such,
they are not as reliabie and affordable as baseload plants.
Advances in electricity storage technelogy will continue to
make renewables more reliable. Meanwhile, coal-fired plants,
nuclear plants and even hydroelectric plants can provide
power 24/7, as long as fuel is available.

Furthermore, renewables can lead to energy sprawl,
impacting natural habitats and the wildlife that depend on
them. Baseload plants have a much smailer footprint, given
their land used per unit of energy generaied. These are some
of the trade-offs we must consider as we continue to work to
reduce our carbon footprint.

If we're not wrong about carbon and the scientific
consensus continues to be that climate change is a very
real risk, then our investments will have positioned our
company to be a world leader in cleaner energy.

Repowering our states and creating jobs

Our strategy is also to bolster our local economies and
build a solid economic base for futire business. Betweaen
our Cliffside and Edwardsport projects, two of the largest
capital projects under way in thair states, approximately
4,000 construction warkers are empleyed. The two
MNorth Carolina gas plants represent about another 1,000
construction jobs. The proposed nuclear power plants in
South Carclina and Ohio would create an estimated 7,000
peak construction jobs combined — not to mention the
hundreds of high-paying permanent jobs and the cngoing
contributions to the iocal communities’ tax base once these
facilities are operating.

Shedding a Light

To stay informed or w join the conversation on these
and other key energy issues, | invite you to visft cur new
issues-oriented Web site, www.sheddingalight.org. At
Shedding a Light, you will find information and a variety

of different viewpoints on topics important ta our company
and our industry.

DELIVERING ON QUR MISSION

I 'want to thank ail of our employess for maintzining our
operational excellence and for delivering superior results for
our customers, investors and the communities we serve during
an especially challenging year. And | want to thank you, our
investars, for your support and loyalty. We remain committed
to garning good returns for you on your investments,

On behalf of all of our stakeholders, | also thank our
board of directors, who provided important insight and
counsel during this period of unprecedented uncertainty.
| esnecially want to thank Dudley Taft, president and CEQ
of Taft Broadcasting Co., who is retiring from our board in
2010. Dudley has been a director of Duke Energy and its
nredecessor companies since 1285, In his 25 years of
dedicated service on our board, he has been a significant
contributor to our continued growth and success. We will
miss his business acumen, and his direct and practical
approach o finding workable solutions. We wish him well
in his retirement.

Last year, we welcomed lohn Farsgren and Jim Reinsch
to our board. John is the retired vice chairman, executive
vice president and chief financial officer of Northeast Utilities.
He has 35 vears of corporate finance experience. Jim is the
retired senior vice president and partner of Bechtel Group,
aind past president of Bechtel Nuclear. He has more than
37 years of nuclear experience, John and Jim bring a wealth
of knowledge and sxperience to an already strong board.

Although there is nothing simple about delivering
affordabie, rellable and clean energy, we are commitied
to continue delivering on that mission and balancing the
needs of all ¢f cur stakehotders. We never kncw what the
future will be, but we can anticipate it by looking around
the comer and over the horizon, That focus gives us
great clarity about what we must do to honor our
commitments — today and tomorrow.

Qmeu = fpre

James E. Rogers
Chairman, President and Chief Executive Officer

March 15, 2010
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BOARD OF DIRECTORS

From feft to right: Dudtey Tart, Jim Hance Ji, Michae! Browning, Jofin Forsgren, Dan Dilticco, Ann Maynard Gray,
Jim Reinsch, Jim Rogers, Bill Barnet [ii, Jim Rhodes, Phil Sharp and Alex Bernhardt Sr.

Wiliiam {Bill} Barnet [l

Chairman, President and

Chigf Executive Officer

The Barnet Company inc. and

Bamat Davelopment Carg.
Chair, Finance and Risk
Management Commities
Member, Nuciear Qversight
Commitice

Direclor of Duke Energy or its
Oredecessor companias since 2005

G. Alex Bernhardt Sr.

Chairman and

Chief Executive Officer

Bernhardt Furniture Company
Member, Audit Committee.
Nuclear Oversight Committes

Director of Duke Energy or its
predecessor companies singe 1991

Michael G. Browning
President and

Chairman of the Board
Browning Investments nc.

Chalr, Augit Committes

Member, Corporate Governance
Lommittee, Finance and Risk
Management Commitiee

Director of Duke Energy or is
predecessor companies since 1950

v

Daniel R. (Dan) DiMicco
Chairman, President and
Chief Executive Officer
MNucaor Corporation
Mermher, Compensation

Committee, Corporate Governance
Committee

Director of Duke Energy or its
oredecessor companies since 2007

John H, Forsgren
Retirad Vice Chairman,
Executive Yice President and
Chief Financiai Officer
Northeast Utilities
Member, Audit Committee,
Compensalion Comrmitlee

Director of Duke Energy or its
predecessor companies since 2009

Ann Maynard Gray
Former President, Diversified
Publishing Group of ABC Inc.

Lead Director

Chair, Corporate Governance
Committee

Member, Compensalion
Cammitiee, Finance and Risk
Management Commitiee

Director of Duke Enecgy or ils
predecessor companies since 1954
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James H. (Jim) Hange Ir.

Retired Vice Chairman and

Chief Financial Officer

Bank of America Corp.
Chair, Compensation Commiltee
Member, Finance and Risk
Manggement Commitiee

Dircctor of Duke Energy or ks
pregecessor companies since 2005

E. James (Jim) Reinsch

Ratired Senior Vice President

and Partner

Bachtel Group
Member, Finarce and Risk
Management Committee, Nuclear
Oversight Commattee

Director of Duke Energy or its
predecessor companies since 2009

James T (lim) Rhodes

Retired Chairman, President
and Chief Executive Officer
Institute of Nuclear Power
Operations

Chalr, Nuclear Quersight Committee
Mermber., Audit Cammittee

Director of Duke Energy or its
predecessor comparties since 2001

James E, (Jim} Rogers
Chairman, President and
Chief Execufive Officer
Duke Energy Corparation

Director of Duke Energy or its
predecessor companies since 1988

Philip R. (Phil} Sharp
President
Rasources for the Future

Member, Audit Cornmittee, Nuclear
Cversight Camnrmitiee

Diractor of Duke Energy since 2007
and ifs predecessor companies
from 19952006

Dudley §. Taft

President and

Chief Executive Officer

Taft Broadcasting Co.
Member, Compensation
Committes, Finance and Risk
Management Committee

Director of Duke Energy or its
pradecessor companies since 1985



EXECUTIVE MANAGEMENT

From leff to right: Rick Haviland, Jennifer Weber, Braft Carter, Roberia Bowrman, Marc Manly, Jim Turner,
Jirm Rogers, Keith Trenl, fynn Good, Dhiaa Jarmil, Elfenr Ruff David Maohler, Julie Janson, Bill Tendall and Jim Staniey

James E. (Jim) Rogers
Chairman, President and
Chief Executive Officer

Roberta B, Bowman
Senior Yice President and
Chief Sustainability Officer

Bratt G, Carter
president — Duke Energy
Caroiinas

Lynn | Good
Group Executive and
Chief Financfal Officar

Richard W. {Rick) Haviland
Senior Vice President,
Construction and Major Projects

Dhiaa M. lamil

Group Executive,

Chief Generation Officer and
Chief Nuclear Officer

Julie 5. Janson
President — Duke Energy Ohig
and Duke Energy Kentucky

Marc E. Manly

Group Executive,
Chief Legal Officer and
Corporate Secretary

David W. Mahler
Senior Vice President and
Chief Technology Officer

Eilen T Ruff
Presidgent — Cffice of Nuclear
Development

fim L. Stanley
President — Duke Energy Indiana

B. feith Trent
Group Executive and President —
Commercial Businesses
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James L. {Jim} Turner

Group Executive; President and
Chief Qperating Officer — U.S.
Franchised Efectric and Gas

William F. {Bill} Tyndall
Senior Vice President,
Federal Government and
Regulatory Affairs

Jennifer L. Weber
Senior Vice President and
Chief Human Resources Officer
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DUKE ENERGY AT A GLANCE

U.S. Franchised Electric and Gas

U.S. Franchised Electric and Gas (USFE&G) congists of
Cuke Energy's regulated generation, electric and gas transmis-
sion and distribution systems. USFE&G's generation portfolio is
2 balanced mix of energy resources having different operating
characteristics and fuel sources designed to provide energy
at the lowest possible cost.
Electric Operations
a1 Owns approximately 27,000 megawatts (MW)
of generating capacity
# Service area covers about 50,000 square miles with
an estimated population of 11 miltien
& Service to approximately 4 million residential, commercial
and industrial customers
m Over 151,600 miles of distribution lines and a 20,900-
mile transmission system

Gas Operations
a Regulated natural gas transmission and distributicn

services fo approximately 500,000 customers in
| southwestern Ohio and northern Kentucky
Commercial Power
Commercial Power owns, operates and manages power
plants, primarily located in the Midwest. Commercial Power’s
subsidiary, Duke Energy Retail Sales, serves retail electric
customers in Ohio with generation and other energy services
at competitive rates, Commercial Power also includes Duke
Energy Generation Services {DEGS), an on-site energy solutions
and utility services provider.
a Owns and operates a balanced generation portfolio of
approximately 7,550 net MW of power generation
{excluding wind assets)

m DEGS currently has approximately 735 MW of wind
energy in operation and over 5,000 MW of wind energy

projects in development

¢ Corporate L N .M )
Headquarters iy ra o~ Duke Energy International

eUs l.:rarachlsed ! h/;ﬂg Duke Enargy International {DED operates and manages power
Electric & Gas ~Area Ei‘l iw}g generation facilities and engages in sales and marketing of

O Majm‘ U.S. Office "" j electric power and natural gas cutside the U.S. DEI's activities
Location ‘-I\ ' h_,"'" target power generation in Latin America. DEI also has an

® Duke Energy dos equity investment in National Methanol Co. in Saudi Arabia,
Intemationa! Office < a regicnal producer of MTBE, & gascline additive.
Location i . f m Owns, operatas or has substantial interests in

e ; approximately 4,000 nat MW of generation facilities
® About 75 percent of DEl's generating capacity is

hydroelectric

i
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NON-GAAP FINANCIAL MEASURES

Adjusted Difuted Earnings per Share (“EPS”)

Duke Energy's 2009 Annual Report references 2009 adjusted
diluted EPS of $1.22 and states that adjusted diluted EPS has
been essentially flat from 2007 through 2009, Adjusted diluted
EPS is a non-GAAP (generally accepted accounting principles)
financial measure as it represents diluted EPS from continuing
operations attributable to Duke Energy Corporation common
shareholders, adjusted for the per share impact of special items
and the mark-to-market impacts of economic hedges in the
Commercial Power segment. Special tems represent certain
charges and credits, which management believes will not

be recurring on a régular basis, aithough 1t is reasonably
possible such charges and credits could recur. Mark-to-market
adjustments reflect the mark-to-market impact of derivative
contracts, which is recognized in GAAP earnings immediately
as such derivative contracts do not qualify for hedge accounting
or regutatory accounting, used in Duke Energy’s hedgirg of a
portion of the economic vaiue of certain of its generation assets
in the Commerciat Power segment. The economic value of the
generation assets is subiect to fluctuations in fair value due

to market price volatility of the inpui and output cormmodities
(e.g., coal, power) and, as such, the economic hedging involves
both purchases and sales of those input and output commodities
related ta the generation assets. Because the operations of the
generation assets are accounted for under the accrual method,
management believes that excluding the impact of mark-to-
market changes of the economic hedge confracts from adjusted
earnings untit settlement better matches the financial impacts
of the hedge contract with the portion of the economic vaiue

of the underlying hedged asset. Management believes that the
presentation of adjusted diluted EPS provides useful information
to investors, as it provides them an additional relevant
comparison of the company’s performance acrass periods,
Adjusted diluted EPS is also used as a basis for employee
incentive bonuses.

The most directly comparable GAAP measure for adjusted
diluted EPS is reported diluted EPS from continuing operations
attributable to Duke Energy Carparation comimar shareholders,
which includes the impact of speciat items and the mark-to-
market impacts of economic hedges in the Commercial Power
segment. The following is a reconciliation of reported diluted

EPS from continuing operations to adjusted diluted EPS for
2009, 2008, and 2007;

Diluted EPS from continuing oberatinns,

as reported $082 3101 $1.20
Diluted EPS from discontinued operations,

as reported 001 001 (0.02)
Diluted EPS from extraordinary items,

as reported 3 — 0.05 —

Dituted EPS, as reported
Adjustments to reported EPS:
Diluted EPS from discontinued operations {(0.01) (C.01) 002
Diluted EPS from extraordinary items — (0.05) —
Diluted EPS impact of special items

and mark-to-market in Commercial Power

{zee below) 0.40 0.20 0.03

Diluted EPS, adjusied - $1.22 $1.21 $1.23

The following is the detail of the $(0.40) per share in
special items and mark-to-market in Commercial Power
impacting adjusted diluted EPS for 2009:

2009

Dituted

Pre-Tax Tax EPS

{In miliions, except per-share amaunts) Amount Effect Impact

Costs to achieve the Cinergy merger $ (25 $10 $(0.01}
Crescent related guarantees and

tax adjustments (26} (3) (0.02)

International transmission adjustment {32} 10 (0.02)

Goodwill and other impairments (431) 21 (0.32)

Mark-to-market impact of ecancmic hedges (60) 22 (0.03)

Total Adjusted EPS impact $(0.40)

The following is the detail of the ${0.20) per share in
special items and mark-to-market in Commercial Power
impacting adjusted dituted EPS for 2008:

2008
Diluted
Pre-Tax Tax EPS

{In millons, excep! per-share amp_qgts) Amount Effect Impact

Costs to achieve the Cinergy merger $ {44) %17 $(0.02)
Crescent project impairments {214} 83 (0.10)
Emission Allowances impairment (82) 30 (0.04)
Mark-to-market impact of econamic hedges (75) 27 (a.04)
Total Adjusted EPS impact $(0.20)

2009 2008 2007

$0.83 $107 $1.18
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NON-GAAP FINANCIAL MEASYRES (contmueD

The following is the detail of the ${0.03) per share in
special iterms and mark-to-market in Commercial Power
impacting adjusted diluted EPS tor 2007:

- 2007

Diluted

Pre-Tax Tax EPS
{In mithons, except per-share amounts) Amount  Effect  lmpact
Costs to achieve the Cinergy merger $(54)  $19 $(0.03)

Convertibie delt costs associated with

the spinoff of Spectra Energy (21) —  (0.02)

IT severance costs {12) 4 —

Settlement reserves and adjustments 24 (@ 001
Mark-to-rarket impact of economic hedges 13 {55 0.01
Total Adjusted EPS impact $(0.03)

2010 Adjusted Diluted EPS Qutlook

Duke Energy's 2009 Annual Report references Duke Energy’s
forecasted 2010 adjusted dituted EPS outicok range of
$1.25-%1.30 per share.and the 2009 EPS incentive target of
$1.20 per share. The EPS measure used for employee incentive
bonuses is primarity based on adjusted diluted EPS. Additionaily,
reference is made to the forecasted range of growth of 4%-6%
in adjusted diluted EPS (on a compound annual growth rate
{“CAGR") basis} from a base of adjusted diluted EPS for 2009
of $1.22. Adjusted diluted EPS is a non-GAAP financial
measure as it represents diluted EPS from continuing operations
attributable to Duke Energy Corporation shareholders, adjusted
for the per-share impact of special items and the mark-to-market
impacts of economic hedges in the Commercial Power segment.
Special items represent certain ¢harges and credits, which
management believes will not be recurring on a regular basis,
although it is reasonably possible such charges and credits could
recur. Mark-to-market adjustments reflect the mark-to-market
impact of derivative contracts, which is recognized in GAAP
earnings immediately as such derivative contracts do not qualify
for hedge accounting ar regulatory accounting treatment, used
in Duke Energy’s hedging of a portion of the economic value

of its generation assets in the Commercial Power segment

(as discussed separately under "Adjusted Diluted Earnings per
Share {'EPS)"). The most directly comparable GAAP measure
for adjusted diluted EPS is reported diluted EPS from continuing
operations attributable to Duke Energy Corporation common
shareholders, which includes the impact of special items

and the mark-to-market impacts of economic hedges in the
Commercial Power segment. Due to the forward-looking

nature of this non-GAAP financial measure for future periods,
infermation to reconcile it to the maost directly comparable

GAAP financial measure is not avaitable at this time, as
management is unable to project special items or mark-fo-
market adjustments for future periods.
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Forecasted Adjusted Segment EBIT and Other Net Expenses for 2010
Duke Energy's 2002 Annual Report includes a discussion
of forecasted 2010 adjusted EBIT for each of Duke Energy's
reportatile segments as a percentage of forecasted 201G
adjusted total segment EBAT. The primary performance measure
used by management to evaluate segment performance is
segment EBIT from continuing operations, which at the segment
level, represents all profits from continuing operations (both
operating and non-operating), including any equity in garnings
of unconsoligated affiliates, before deducting interest and taxes,
and is net of the income attributable to non-controlling interests.
Management beiieves segment EBIT from continuing operations,
which is the GAAP measure used to report segment results,
1$ a good indicator of each segment's operating perfermance
as it represents the results of Duke Energy's ownership interests
in centinuing operations without regard to financing methods
or capital structures. Duke Energy also uses adjusted segment
EBIT and adjusted Other net expenses (including adjusted equity
earnings for Crescent Resources) as a measure of histoncat and
anticipated future segment and QOther performance, When used
far future periods, adjusted segment EBIT and adjusted Qther
net expenses may also inciude any amounts that may be
reported as discontinued operations or extraordinary items.
Adjusted segment EBIT and Other net expenses are non-
GAAP financial measures as they represent reported segment
EBIT and Other net expenses adjusted for the impact of special
items and the mark-to market impacts of economic hedges in
the Commercial Power segment. Special items represent certain
charges and credits, which management believes will not be
recurring on a regular basis, although it is reasonably possible
such charges and credits could recur. Mark-to-market
adjustments reflect the mark-fo-market impact of derivative
caontracts, which is recognized in GAAP earmings immediately
as such derivative contracts do not qualify for hedge accounting
or regulatory accounting, used in Duke Energy's hedging of a
portion of the economic value of certain of its generation assets
i the Commercial Power segment (as discussed above under
“Adjusted Diluted Earnings per Share (‘EPS’)"). Management
beliaves that the presentation of adjusted segment EBIT and
adjusted Other net expenses provides useful information fo
investors, as it provides them an additional reievant comparison
of a segment’s or Other's performance across periods. The most
directly comparable GAAP measures for adjusted segment EBIT
and Other net expenses are reported segment EBIT and Other
net expenses, which represent segment and Other results from
continuing cperations, including any special items and the
mark-to-market impacts of econemic hedges in the Commercial
Power segment. Due to the forward-looking nature of this
non-GAAP financial measure for 2010, information to reconcite
it to the most directly comparable GAAP financial measure
is not available at this time, as management is unabie to project
special itergs or mark-to-market adjustments for future periods.
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CAUTIONARY STATEMENT REGARDING
FORWARD-LOOKING INFORMATION

This document inciudes forward-looking statements within the meaning of
Section 27A of the Securitles Act of 1933 and Section 21E of the Securities
Exchange Act of 1934, Forward-locking staterments are based on management's
heliefs and assumptions. These forward-looking statemeants are identified by
terms and phrases such as “anticipate,” “believe," “intend,” "estimate,” *expect,”
“continue,” “should,” "could,” “may,” “plan,” "project,” *predict,” “will,”
“potential,” "forecast,” “target,” and similar expressions. Forward-looking
staternents Tnvolve risks and uncertairties that may cause actual results to be
materially different from the results predicted. Factors that could cause actual
results to differ materially from those indicaled in any forward-looking staterment
include, but are not limited to:

* State, federal and fareign legislative and regulatary initiatives, including
costs of compliance with existing and future environmental
requirements, as well as rulings that affect cost and imvestment recovery
or have an impact on rate structures;

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

* Industrial, commercial and residential growth or decline in Duke Energy
Corporation’s (Duke Energy) service territories, customer base or
customer usage patterns;

» Additional competition in electric markets and continued industry
consolidation;

» Paiitical and regulatory uncertainty in other cointries in which Duke
Energy conducts business;

*+ The irfluence of weather ang cther natural phenomena on Duke
Energy’s operations, including the econamic, operational and other
effects of storms, hurricanes, droughts and torados;

* The timing and extent of changes in commedity prices, Interest rates and
foreign currency exchange rates;

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

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

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

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

* The level of credit worthiness of counterparties to Duke Energy's
transactions;

= Employee workforce factors, including the potentiat inability to attract
and retain key personnel;

» Growth in oppartunities for Duke Energy’s business units, including the
timing and success of efforts to devetop domestic and internationa
power and other projects;

= Construction and development risks associated with the completion of
Duke Energy's capital investment projects in existing and new generation
facilities, including ricks related to financing, obtaining and complying
with terms of permits, meeting construction budgets and schedules, and
satisfying operating and environmental performance standards, as well
as the ability to recover costs from customers in a timely manner or at
ail;

* The effect of accournting pronouncements issted periodicatly by
accounting standard-setting bodies; and

*Trie ability to successiully complete rmmerger, acquisition or divestiture
plans.

In light of these risks, Lincertainties and assumptions, the events described
in the forward-looking sfatements might not cocur or might oocur to a different
extent o at 2 different time than Duke Energy has described. Duke Energy
undertakes na obligation to publicly update or revise any forward-looking
staternents, whether as a result of new information, future events or otherwise.
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ITEM 1. BUSINESS.

GENERAL

Overview,

Duke Energy Corporation {collectively with its subsidiaries, Duke
Energy) is an energy company located primarily in the Americas that
provides its services through the business segments described below.

Duke Energy Hoiding Corp, (Duke Energy HC) was incorporated
in Delaware on May 3, 2005 as Deer Holding Corp., a wholly-owned
subsidiary of Duke Energy Corporation {Old Duke Energy, for purpo-
ses of this discussion regarding the merger). In the second quarter of
2006, Duke Energy and Cinergy Corp, {Cinergy) consummated a
mergar which combined the Duke Energy and Cinergy regulated
franchises, as well as deregulated generation in the Midwestarn
United States. On April 3, 2006, in accordance with the merger
agreament, Old Duke Energy and Cinergy merged into whoily-owned
subsidiaries of Duke Energy HC, resulting in Duke Energy HC
becoming the parent entity, In connection with the closing of the
rrerger fransactions, Duke Energy HC changed its name to Duke
Energy Corporation {New Duke Energy or Duke Energy} and Cid
Duke Energy converted into a limited liability company named Duke
Power Company LLC (subsequently renamed Duke Energy Carolinas,
LLC {Duke Energy Carolinas) effective October 1, 2006). As a result
of the merger transaction, each cutstanding share of Cinergy
commeon stock was converted into 1.56 shares of com mon stock, of
Duke Energy, which resulted in the issuance of approximately
313 million shares of Duke Energy common stock. Additionzlly, each
share of common stock of Old Duke Energy was converted into one
share of Duke Energy common stock. Old Duke Energy is the
predecessor of Duke Energy for purposes of U.S. securities
regulations governing financial statement filing.

On January 2, 2007, Duke Energy completed the spin-off of its
natural gas businesses, named Spectra Energy Comp. (Spectra
Erergy), including its wholiy-owned subsidiary Spectra Energy
Capital, LLC (Spectra Energy Capital, formerly Duke Capital LLC). The
natural gas businesses spun off primarily consisted of Duke Energy’s
Natural Gas Transmission business segment and Duke Energy's 50%
ownership interest in DCP Midstream, LLC (DCF Midstream, formerly
Duke Energy Field Services, LLC), which was part of the Field
Services business segment.

During the third quarter of 2005, Duke Energy's Board of
Directors autherized and directed management to execute the sale or
disposition of substantially all of former Duke Energy North Amefica's
(DENA) remaining assets and contracts outside the Midwestermn |
United States and certain contractual positions refated to the
Midwestern assets. The exit plan was completed in the secend quar-
ter of 2006. Certain assets of the former DENA business were
transferred to the Commercial Power business segment and certain
operations that Duke Energy continues to wind-down are in Qther.

Business Segments.

At December 31, 2009, Duke Energy operated the following
business segmaents, all of which are consideted reportable segments
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under the applicable accounting rules: U.S. Franchised Electric and
Gas, Commercial Power and International Energy. Duke Energy's
chief operating decision maker regularly reviews financial information
about each of these business segments in deciding how to allocate
resources and evaluate performance. For additional information on
each of these business segments, inciuding financial and geographic
information about each reportable business segrment, see Note 2 to
the Consolidated Financial Statements, "Business Segments.”

Thé following is a brief description of the nature of cperations of
each of Duke Energy’s reportable business segments, as well as
QOther.

U.S. Franchised Electric and Gas.

U.S. Franchised Electric and Gas generates, transmits,
distributes and sells electricity in central and western North Carolina,
western South Carclina, southwestern Ohio, central, north central
and southemn Indiana, and northern Kentucky. U.S. Franchised

Electric and Gas aiso transports and sells natural gas in southwestemf
Chio and northern Kentucky. It conducts operations primarily through
Duke Energy Carolinas, LLC (Duke Energy Caralinas), the tegulated

transrnission and distribution operations of Duke Energy Chic, Inc.
(Duke Energy Ohio), Duke Energy Indiara, inc. (Duke Energy
Indiana) and Duke Energy Kentucky, Inc. (Duke Energy Kentucky).
Thesa electric and gas operations are subject to therules and regulat-
ions of the Federal Energy Regulatory Commission (FERC), the

Morth Carolina Utilities Commission {NCUC), the Public Service
Commission of South Carclina {PSCSC), the Public Utilities
Commission of Ohio (PUCQ), the Indiana Utility Regulatory
Commission {IURC) and the Kentucky Public Service Commission
{KPSC). The substantial majority of U.S. Franctised Electric and Gas'
operations are regulated and, accordingly, these operations qualify for
regulatory accounting treatrnent. ’

Commercial Power.

Commercial Power owns, operates and manages power plants
and engages in the wholesale marketing and pracurement of electric

power, fuel and emission allowances related to these plants as weli -

as other contractual positicns. Commercial Power's generation opera-
fions in the Midwest consist of generation assets located in Ohio,
acquired from Cinergy in April 2006, which are dedicated under the
Electric Security Ptan (ESP), and the five Midwestern gas-fired
non-regulated generation assets that were a partiao of the former
DENA operations, which are dispatched into wholesale markets.
Commercial Power's assets, excluding wind energy generation assets,
comprise approximately 7,550 net megawatts (MW) of power
generation primarily located in the Midwestern ULS. The asset ‘
portfolic has a diversified fugl mix with baseload and mid-merit coal-
fired units as well as comiined cycle and peaking natural gas-fired
units. Effective January 1, 2009, approximately haif of Commercial
Power's Ohio-based géneration assets operate under an ESP, which
expires on December 31, 2011. Prior to the ESP, these generation
assets had been confracted through the Rate Stabilization Plan
{RSP), which expired on December 31, 2008. As a resuit of the
approval of the ESP, certain of Commercial Power's operations
qualified for regulatory accounting treatment effective Cecember 17,
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2008. For more information on the RSP and ESF, as well as the
reapplication of regulatory accounting to certain of its aperations, see
the “Commercial Power” section below. Comrmercial Power zlso has
a retail sales subsidiary, Duke Energy Retail Sales (DERS), which is
certified by the PUCO as a Competitive Retail Electric Service (CRES)
provider ir Ohio. DERS serves retail electric customers in Southwest,
West Central and Northem Ohio with generation and other energy
services at competitive rates. During 2009, due to Increased levels of
customer switching as a result of the competitive markets in Ohio,
DERS has focused an acquiring custorners that had previously been
served by Duke Energy Chic under the ESP, as well as those
previously served by other Ohio franchised utilities. Through Duke
Energy Generation Services, Inc. and its affiliates (DEGS),
Cormmercial Pawer develops, owns and operates electric generation
for large energy consumers, municipalities, utilities and industrial
facilities. DEGS currently manages 6,150 MW of power generation at
21 facilites throughout the U.S. In addition, DEGS engages in the
development, construction and operation of wind energy pmjects,
Currently, DEGS has over 5,000 MW of wind energy projects in the
development pipeline with approximatety 735 net MW of wind
generating capacity in operation as of December 31, 2009, DEGS is
also developing transmission, solar and biomass projects.

International Energy.

International Enesgy principally owns, operates and manages
power generation facilities, and engages in sales and marketing of
electric power ang natural gas cutside the U.S. It conduicts operations
primarily through Duke Energy International, LLC {DEI) and its &ffili-
ates and its activities target power generation in Latin America.
Through its wholly-owned subsidiary Aguaytia Eneray del Pert
S.R.L. Ltda. (Aguaytia) and its equity method investment in National
Methanol Company (NMC}, which is located in Saudi Arabia,
International Energy also engages in the production of natural liguid
gas and methanol and methyl tertiary butyl ether (MTBE).
Addttionaly, International Energy had an equity method investment
in Attiki Gas Supply S.A. (Attiki), a natural gas distributor in Greece,
which it decided to abandon, along with the refated non-recourse
debt, in December 2009.

Other.

‘The remainder of Duke Energy's operations is presented as
Cther. While it is not considered a husiness segment, Other primarily
includes certain unallocated corporate costs, Bisen Insurance
Company Limited (Bison), Duke Energy's wholly-owned captive
insurance subsidiary, Duke Energy’s effective 50% nterest in the
Crescent JV (Crescenty and DukeNet Communications, LLG
(DukeNet) and related telecom businesses. Additionally, Other inciu-
des the remaining portion of Duke Energy's business formerly known
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as DENA that was not exited or transferred to Commercial Power,
primarily Duie Fnergy Trading and Marketing, LLC (DETM), which is
60% owned by Duke Energy and 40% awned by Exxon Mobil
Corporation and management is currently in the process of winding
down.

Unallocated corporate costs include certain costs not allocable to
Duke Energy’s reportable business segments, primarily governance
costs, costs to achieve mergers and divestitures {such as the Cinergy
merger and spin-off of Spectra Energy) and costs associated with
certain corporate severance programs. Bisor's principal activities as a
Captive insurance entity include the insurance and reinsurance of
various business risks and losses, stch as property, business interru-
ption and general kability of subsidiaries and affiliates of Duke Energy.
Crescent, which develops and manages high-quality commercial,
residential and multi-family real estate projects primarily in the
Southeastern and Southwestern U.S, filed Chapter 11 petitions in a
U.S. Bankruptcy Court in June 2009, As a result of recording its
proportionate share of impairment charges recorded by Crescent
during 2008, the carrying value of Duke Energy’s investment balance
in Crescent is zero and Duke Energy discontinued applying the equity
method of accounting to its investment in Crescent in the third
guarter of 2008 and has nat recorded its proportionate share of any
Crescent eamings or losses since the third quarter of 2008, DukeNet
davelops, owns and operates a fiber optic communications network,
primarity in the Southeast U.S., serving wireless, local and long-
distance communications companies, internet sarvice providers and
other businesses and organizations.

General.

Duke Energy is a Delaware corporation, Its principal executive
offices are located at 526 South Church Street, Charlotts, Norh
Carolina 28202-1803. The telephone number is 704-594-6200.
Duke Energy electronicaily files reports with the Securities and
Exchange Commission (SEC), including annual reports on
Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K, proxies and amendments to such reports. The public may
read and copy any materials that Duke Energy files with the SEC at
the SEC's Public Reference Room at 100 F Street, N.E., Washington,
D.C. 20549, The public may obtain information on the operation of
the Public Reference Room by calling the SEC at 1-800-SEC-0330.
The SEC also maintains an internet site that contains reports, proxy
and Information statements, and other infarmation regarding issuers
that file electronically with the SEC at Attp://mwww. sec.gov.
Additionally, information about Duke Energy, including its reparts
filed with the SEC, is available through Duke Energy's Web site at
http:/fwww.duke-energy.com. Such reports are accessible at no
charge through Duke Energy’s Web site and are made available as’
soon as reasonably practicable after such material is fited with or
furnished to the SEC.


http://www.sec.gov
http://www.duke-energy.com
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Glossary of Terms

The following terms or acronyms used in this Form 10-K are defined below:

Term or Acronyrm Definition Term or Acronym Definition
AAC ... Annually Adjusted Component DERF ............. Duke Energy Receivables Finance
ADEA ... ........ Age Discrimination in Emgloyment Caornpany, LLC
AEP ... American Electric Power Company, Inc. DERS s Duke Energy Retail Sales ‘
AFUDC Allowance for Fup ds Used DETM ............. E&l;e Energy Trading and Marketing,
During Construction
Aguaytia ... ..o Aguaytia Energy del Pert SRL. Lida,  DoC *rrrree Department of Energy
AMEEL ............. Brazilian Electricity Regulatory Agercy DRIP. e Dividend Reinvestmertt Flan
aocl Accumulated Other DSM .. ............ Dem;nd Side Management
Comprehensive Income Duke Energy ........ Duke Energy Corporation
ASC ... Accounting Standards Codification E (_collectively with s subsiiarles)
. Duke Eriergy .
ASU ..o Accounting Standards Update Carolinas . .......... Duke Energy Carafinas, LLC
Atk .. Attiki Gas Supply S.A. Duke Energy Indiana . .. Duke Energy indiana, Inc.
Bison .............. Bison Insurance Company Limited Duke Energy Kentucky .. Duke Energy Kentucky, Inc.
BPM ... Bulk Power Marketing Duke Energy Ohio .. ... Duke Energy Ohio, Inc.
CAA . Clean Air Act EPA ... .. ...... Environmental Protection Agency
CAIR............... Clean Air Interstate Rule EPS "Eamings Per Share .
Catamount ... ....... Catamount Energy Corporation ERIGA .. ... .. ..., Employee Retirement Income Security
CCovvtinn ".... Combined Cycie ‘ Act
Cinergy Receivables . . .. Cinergy Receivables Company, LLC ESP ..o Electric Security Plan
CMP ... ... . ... Central Maine Power Company EWG .. Exempt Wholesale Generator
T o Combustion Turbine FASB ............. Financial Ac;ounting Standards Boardl
Cinergy L Cinergy Corp. FERC ............. Federal Energy Regulatory Commission
Cos ... ________ Carben Dioxide FPP . Fuel and Purchased Power
L Camien Qorsricion and M ey e e
CPCN .....on Certificate of Public Convenience GWh . Gigawatt-hours 7
and Necessity HAP ... .. ... ...... Hazardous Air Pollutant
Crescent .......... .. Crescent JV IGCC ... ........ .. .. Integrated Gasification Combined Cycle
CWIP ... _........ Construction Work-in-Progress IMPA . ............. Indiana Municipat Power Agency
DAQ ... ..l Division of Air Quaiity mC ... .o Investment Tax Credit
B Defined Benefit Pension Plan IURC ............. Indiana Utility Regulatory Commission
DCP Midstream .. .. ... DCP Midstream, LLC (formerly Duke KPSC .............. Kentucky Public Service Commission
Energy Field Services, LLE) Ko Kilovalt
DECE .............. I?&lét.(e Energy Commercial Enterprises, WWH Kilowatt-hour
DEGS .............. Duke Energy Generation Services, Inc. LBOR ... London Interbank Offered Rate
DEL . Duke Energy International, LLC MACT ... ... Maximum achievable control technology
DEIGP......cvveenn. Duke Energy International Geracao Mef o Thousand cubic feet
Paranapenema S.A. Midwest ISO ... ...... Midwest Independent Transmission
DENA ... oooenn . Duke Eneray North America System Qperator, Inc,
DENR . oo Department of Environment and MMBtU ............. Miliion British Thermal Unit
Natural Rescurces Moody's ............ Maoody's Investor Services
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