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Term or Acronym Definition 

MRO ,, , Market Rate Option 

MTBE Methyl tertiary butyl ether 

MW , . , Megawatt 

MWh Megawatt-hour 

NCUC Nort;h Carolina Utilities Commission 

NDTF , , Nuclear Decommissioning Trust Funds 

NEIL Nuclear Electric Insurance Limited 

NMC , . , National Methanol Company 

NO ;̂ Nitrogen oxide 

NPNS , Normal purchase/normal sale 

NRC Nuclear Regulatory Commission 

NSR . , , New Source Review 

OCC , , , Office of the Ohio Consumers' Counsel 

ORS South Carolina Office of Regulatory Staff 

OUCC Indiana Office of Utility Consumer 

Counselor 

Pioneer Transmission,.., Pioneer Transmission, LLC 

PSCSC , Public Service Commission of South 

Carolina 

PUCO . , Public Utilities Commission of Ohio 

PUHCA , Public Utility Holding Company Act of 
1935, as amended 

QSPE , , Qualitying Special Purpose Entity 

Term or Acronym Definition 

REPS Renewable Energy and Energy 
Efficiency Portfolio Standard 

RICO Racketeer Influenced and Corrupt 

Organizations 

RSP Rate Stabilization Plan 

RTO Regional Transmission Organization 

SB 221 Ohio Senate Bill 221 

SCEUC South Carolina Energy Users Committee 

sEnergy sEnergy Insurance Limited 

SEC Securities and Exchange Commission 

SHGP South Houston Green Power, L.P, 

SO2 Sulfur dioxide 

SPE Special Purpose Entity 

Spectra Energy Spectra Energy Corp, 

Spectra Capital Spectra Energy Capital, LLC (formerly 

Duke Capital LLC) 

S&P Standard & Poor's 

Stimulus Bill The American Recovery and 

Reinvestment Act of 2009 

Synfuel Synthetic Fuel 

VDEQ Virginia Depart:ment of Environmental 

Quality 

VIE Variable Interest Entity 

WACC Weighted Average Cost of Capital 

WARN North Carolina Waste Awareness 
Reduction Network 

WVPA Wabash Valley Power Association, Inc, 
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The following sections describe the business and operations of 

each of Duke Energy's reportable business segmente, as well as 

Other. (For more information on the operating outlook of Duke Energy 

and ite reportable segmente, see "Management's Discussion and 

Analysis of Financial Condition and Resulte of Operations, 

Introduction — Executive Overview and Economic Factors for Duke 

Energy's Business", For financial information on Duke Energy's 

reportable business s^mente, see Note 2 to the Consolidated 

Financial Statemente, "Business S^mente.") 

U.S. FRANCHISED ELECTRIC AND GAS 

Service Area and Customers 

U.S, Franchised Electric and Gas generates, transmite, distribu

tes and sells electricity and transporte and sells natural gas. It 

conducts operations primarily through Duke Energy Carolinas, ihe . 

regulated transmission and distribution operations of Duke Energy 

Ohio, Duke Energy Indiana and Duke Energy Kentucky (Duke Eriergy 

Ohio, Duke Energy Indiana and Duke Energy Kentucky collectively 

referred tei as Duke Ener^ Midwest), Ite service area covers about 

50,000 square miles with an estimated population of 11 miliion in 

central and western Nortti Carolina, westem South Carolina, 

southwestern Ohio, central, north central and southem Indiana, and 

northem Kentucky. U.S, Franchised Electric and Gas supplies electric 

sen/ice to approximately 4 million residential, commercial and 

industrial customers over 151,600 miles of distribution lines and a 

20,900 mile transmission system. U.S. Franchised Electric and Gas 

provides domestic regulated transmission and distribution services for 

natural gas to approximately 500,000 customers in southwestem 

Ohio and nort:hem Kentucky via approximately 7,200 miles of gas 

mains (gas distribution lines that serve as a common source of 

supply for more than one service line) and approximately 

6,000 miles of sen/ice lines. Electricity is also sold wholesale to 

incorporated municipalities and to public and private utilities. In 

addition, municipal and cooperative customer who purchased 

port:ions of the power generated by the Catawba Nuclear Station may 

also buy power from & variety of suppliers, including Duke Energy 

Carolinas, through contractual agreemente. For more information on 

the Catawba Nuclear Station joint ownership, see Note 5 to the 

Consolidated Finandal Statemente, "Joint Ownerstiip of Generating 

and Transmission Facilities," 

Duke Energy Ciarolinas' service area has a diversified commerc

ial and industrial presence. Manufacturing continues tei be one of the 

largest contributors to the economy in the regjon. Other sectors such 

as finance, insurance, real estate services, and local govemment also 

constitute key componente of the states' gross domestic product. 

Chemicals, rubber and plastics, textile and motor vehide 

manufacturing industries were among the most significant 

contributors to the Duke Energy Carolinas' industrial sales, 

Duke Energy Ohio's and Duke Energy Kentucky's sen/ice area 

both have a diversified commercial and Industrial presence, Major 

componente of the economy include nranufacturing, real estate and 

rental leasing, wholesale trade, financial and insurance sen/Ices, retail 

ttade, education, healthcare and professional/business sen/ices. 

The primary metals industry, transportation equipment, 

chemicals, and paper and plastics were the most significant contribu

tors to the area's manufacturing output and Duke Energy Ohio's and 

Duke Energy Kentucky's industrial sales revenue for 2009. Food and 

beverage manufacturing, fabricated metals, and electronics also have 

a strong impact on the area's economic grovrth and the region's 

industrial sales. 

Industries of major economic significance in Duke Energy 

Indiana's seivice territory include food products, stone, clay and glass, 

primary metals, and transportation. Ottier significant industries opera

ting in the area include chemicals, fabricated metal, and otiier 

manufacturing. Key sector among general service customers include 

education and retail trade. 

The number of residential and general service customers within 

the U,S. Franchised Electric and Gas' sen/ice territory, as well as sales 

to tiiese customere, is expected to increase over time. However, 

growtii in the near-term is being hampered by the current economic 

condrtions. Industrial sales declined in 2009 when compared to 

2008. While the decline in the sales volumes to industrial customers 

began to stabilize in the second half of 2009, the levei of sales to 

industi'ial customers is expected to remain a smaller, yet sfill signific

ant, pori:ion of U.S. Franchised Electric and Gas sales in tiie 

foreseeable future. 

U.S, Franchised Electric and Gas' coste and revenues are influe

nced by seasonal patiems. Peak sales of electricity occur during the 

summer and winter months, resulting in higher revenue and cash 

flows during those periods. By confi-ast, fewer sales of electricity occur 

during the spring and fail, allowing for scheduled plant maintenance 

during those periods. Peak gas sales occur during the winter months. 
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The fol lowing maps show the U.S. Franchised Electric and Gas' sen/ice territories and operating facilities, 

U.S. Franchised Electric arKi Gas Carolinas Power G e n a ^ l Facilit ies 

SCALE IN MILES 

U.S. Franchised Qectr ic and Gas Midwest Power Generation Regulated Facil i t ies 
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Energy Capacity and Resources 

Electric energy for U.S. Franchised Electric and Gas' customer 

is generated by three nuclear generating stations with a combined 

owned capacity of 5,173 MW {including Duke Energy's approximate 

19% ownership in the Catawba Nuclear Station), fifl:een coal-fired 

stations wltii an overall combined owned capacity of 13,189 MW 

(including Duke Energy's 69% ownership in the East Bend Steam 

Station and 50.05% ownership in Unit 5 of the Gibson Steam 

Station), tiiirty-one hydroelectric stations (including two pumped-

storage facilities) with a combined owned capacity of 3,263 MW, 

fifteen combustion turbine (CT) stations burning natural gas, oil or 

other fuels with an overall combined owned capacity of 5,047 MW 

and one combined cyde (CC) station buming natural gas witii an 

owned capacity of 285 MW, Energy and capacity are also supplied 

ttirough contracte with other generators and purchased on tiie open 

market Factors that could cause U.S. Franchised Electric and Gas to 

purchase power for ite customers include generating plant outages, 

extreme weather conditions, generation reliability during tiie summer, 

growth, and price. U.S. Franchised Electric and Gas has interconnec

tions and arrangemente with ite neighboring utilities to facilitate plan

ning, emergency assistance, sale and purchase of capacity and 

energy, and reliability of power supply, 

U,S. Franchised Electi-ic and Gas' generation portfolio is a 

balanced mix of energy resources having different operating characte

ristics and fuei sources designed to provide energy at the lowest poss

ible cost to meet ite obligation to sen/e native-load customers. All 

options, including owned generation resources and purchased power 

opportunities, are continually evaluated on a real-time basis to select 

and dispatch tiie lowest-cost resources available to meet system load 

requiremente. The vast majority of customer energy needs are met by 

large, low-energy-production-cost nuclear and coal-flred generating 

unite tiiat operate almost continuously (or at baseload levels). In 

2009, approximately 98 .1% ofthe total generated energy came from 

U.S, Franchised Eiectric and Gas' low-cost, efllcient nuclear and coal 

unite (59.6% coal and 38,5% nuclear). The remaining eneigy needs 

were supplied by hydroelectric, CT and CC generation or economic 

purchases from the wholesale market, 

Hydroelecti-ic (both conventional and pumped storage) in the 

Carolinas and gas/oil CT and CC stations in both the Carolinas and 

. Midwest operate primarily during the peak-hour load periods (at 

peaking levels) when customer loads are rapidly changing. CT's and 

CC's produce energy at higher production coste than either nuclear or 

coal, but are less expensive to build and maintain, and can be rapidly 

started or stopped as needed to meet ctianging customer loads: 

Hydroelectric unite produce tow-cost energy, but their opeî ations are 

limited bythe availability of water flow, 

U.S, Franchised Electiic and Gas' major pumped-storage hydroe

lectric faciiities offer the added flexibiiity of using low-cost off-peak 

energy to pump water that will be stored for later generation use 

during times of higher-cost on-peak generation periods. These facilit

ies allow U.S. Franchised Electric and Gas to maximize the value 

spreads between different high- and low-cost generation periods, 

U.S, Franchised Electric and Gas is engaged in planning efforte 

to meet projected load growth in ite sen/ice territories. Long-term 

projections indicate a need for capacity additions, which may include 

new nuclear, Integrated gasification combined cycle (IGCC), coal 

facilities or gas-fired generation unite. Because of the long lead times 

required to develop such assete,U,S, Franchised Electric and Gas is 

taking steps now to ensure those options are available. Significant 

current or potential future capital projects are discussed below. 

South Carolina passed new eners' legslation South Carolina 

Senate Bill 431 (S 431) which became effective May 3, 2007. This 

legislation includes provisions to provide assurance of cost recovery 

related to a utility's incurrence of project development coste associa

ted with nuclear baseload generation, cost recovery assurance for. , 

construction coste associated with nuclear or coal baseload genera

tion, and the ability to recover financing coste for new nuclear 

baseload generation in rates during construction through a rider. The 

Noriih Carolina General Assembly also passed comprehensive energy 

legislation North Carolina Senate Bill 3 (SB 3) In July 2007 that was 

signed into law by the Govemor on August 20, 2007, Like the South 

Carolina legislation, the North Carolina legislation provides cost 

recovery assurance, subject to prudency review, for nuclear project 

development coste as well as baseload generation construction coste. 

A utility may include financing coste related to construction work in 

progress for baseload plante in a rate case. 

William States Lee III Nuclear Station. 

On December 12, 2007, Duke Energy Carolinas.filed an 

application with the Nuclear Regulatory Commission (NRC), which 

has been docketed for review, for a combined Constiuction .and 

Operating License (COL) for two Westinghouse APIOOO (advanced 

passive) reactors for the proposed William States Lee III Nuclear . 

Station at a site in Cherokee County, South Caroiina, Each reactor is 

capable of producing approximately 1,117 MW. Submitting the COL 

application does not commit Duke Energy Carolinas to build nuclear 

unite. The NRC review of the COL application continues and the esti

mated receipt of the COL is in mid 2013, Duke Energy Carolinas filed 

with the U.S, Department of Energy (DOE) for a federal loan 

guarantee, which has the potential to significantly lower financing 

coste associated with the proposed William States Lee III Nuclear 

Station; however, it was not among the four projecte selected by tiie 

DOE for the final phase of due diligence for tiie federal loan guarantee 

prc^ram. The project could be selected in the future if the prc^ram 

funding is expanded or if any of the current finaliste drop out of the 

program, 

Cliffside Unit 6. 

On June 1 , 2006, Duke Energy Carolinas filed an application 

with the NCUC for a Certificate of Public Convenience and Necessity 

(CPCN) to construct two 800 MW state of the art coal generation' 

unite at ite existing Cliffside Steam Station in North Carolina, On 

March 21 , 2007, the NCUC issued an Order allowing Duke Energy 

Carolinas to build one 800 MW unit. On February 20, 2008, Duke ' 

Energy Carolinas entered into an amended and restated engineering, 

procurement, construction and commissioning services ag-eement, 

valued at approximatety $1.3 billion, with an affiliate of The Shaw 

Group, Inc, of which approximately $950. million relates to partici

pation in the construction of Cliflside Unit 6, with the remainder 

related to a flue gas desulfurization system on an existing unit at 
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Cliffside, On February 27, 2009, Duke Energy Caroiinas filed its 
latest updated cost estimate of $1,8 billion (excluding up to 
approximately $0,6 billion of allowance for funds used during 
construction (AFUDC)) for the approved new Cliffside Unit 6. Duke 
Energy Carolinas believes that tbe overall cost of Cliffside Unit 6 will 
be reduced by approximately $125 million in federal advanced clean 
coal tax credite. (instruction of Cliffeide Unit 6 Is undenway and is 
approximately 55% complete as of December 3 1 , 2009. 

Dan River and Buck Combined Cycle Facilities. 

On June 29, 2007, Duke Energy Carolinas tiled with the NCUC 

preliminary CPCN information to construct a 620 MW combined 

cycle natural gas-fired generating facility at ite existing Dan River 

Steam Station, as well as updated preliminary CPCN information to 

construct a 620 MW combined cycle natural gas-fired generating 

facility at ite existing Buck Steam Station. On December 14, 2(X17, 

Duke Energy (^roiinas filed CPCN applications for the two combined 

cyde facilities. The NCUC consolidated ite consideration of the two 

CPCN applications and held an evidentiary hearing on the applica

tions on March 11, 2008, On May 5, 2008, Duke Energy Caroiinas 

entered into an engineering, construction and commissioning sen/ices 

agreement for the Buck combined cycle project, valued at 

approximately $275 million, with Shaw Nort:h Caroiina, Inc, On 

November 5, 2008, Duke Energy Carolinas notified the NCUC that 

since the issuance of the CPCN Order, recent economic factors have 

caused increased uncertainty with regard to forecasted load and near-

term capital expenditures, resulting in a modification ofthe 

construction schedule. On September 1, 2009, DuKe Energy 

Carolinas tiled with the NCUC further information clarifying the 

constmction schedule for the two projecte. Under the revised 

schedule, the Buck Project is expected to begin operation in 

combined cycle mode by the end of 2011, butwithouta 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 Fii^t 

Amended and Restated engineering, construction and commissioning 

services agreement with Shaw Nort:h Carolina, Inc, for $322 million 

which refiecte the revised schedule. Based on the most updated cost 

estimates, total coste (including AFUDC) for the Buck and Dan River 

projecte are approximately S660 miliion and $710 million, 

respectively, 

On October 15, 2008, the Division of Air Quality (DAQ) issued 

a flnal air constmction permit authorizing construction of the Buck 

combined cycle natural gas-flred generating unite, and on August 24, 

2009, the DAQ issued a final air permit authorizing consti-uction of 

tiie Dan River combined cycle natural gas-fired generation unite, 

Edwardsport IGCC. 

On September 7, 2006, Duke Energy Indiana and Southern 

Indiana Gas and Electric Company d/b/a Vectren Energy Deliver/ of 

Indiana (Vectren) tiled a joint petition with tiie IURC seeking a CPCN 

for tiie construction of a 630 MW IGCC power plant at Duke Energy 

Indiana'sEdwardsport: Generating Station in Knox County, Indiana, 

The facility was initially estimated to cost approximately $2 billion 

(including approximately $120 miiiion of AFUDC). In August 2007, 

Vectren formally withdrew ite part:icipation in the IGCC plant and a 

hearing was conducted on the CPCN petition based on Duke Ener^ 

Indiana owning 100% of tiie project On November 20, 2007, the 

IURC issued an order granting Duke Energy Indiana a CPCN forthe 

proposed IGCC Project, approved the cost estimate of $1,985 billion 

and approved the timely recovery of costs related to the project, On 

January 25, 2008, Duke Energy Indiana received the final air permit 

from the Indiana Department of Environmental Management. 

On May 1, 2008, Duke Energy Indiana filed ite first semi

annual IGCC Rider and ongoing review proceeding with the IURC as 

required under the CPCN Order issued by the IURC, In ite filing, Duke 

Energy Indiana requested approval ofa new cost estimate for the 

IGCC Project of $2.35 billion (including approximately $125 million 

of AFUDC) and for approval of plans to study carbon capture as requ

ired by the lURC's CPCN Order, On Januar/ 7, 2009, the IURC 

approved Duke Energy Indiana's request, including the new cost 

estimate of $2.35 billion, and cost recovery associated with a study 

on carbon capture, Duke Energy Indiana was required to file ite plans 

for studying carbon storage related to the project witiiln 60 days of . 

the order. On November 3, 2003 and May 1, 2009, Duke Energy 

Indiana filed ite second and third semi-annual IGCC riders, 

respectively, both of whicti were approved by the IURC in full. 

On November 24, 2009, Duke Energy Indiana filed a petition 

for ite fourth semi-annual IGCC rider and ongoing review proceeding 

with the IURC. Duke Energy has experienced design modifications 

and scope growth above what was anticipated from the preliminary 

engineering design, adding capital coste to the IGCC project. Duke 

Energy Indiana forecasted that the additional capital cost items would 

use the remaining contingency and escalation amounte in the current 

$2,35 billion cost estimate and add approximately $150 million, or 

about 6,4% to the total IGGC Project cost estimate, exduding the 

impact associated with the need to add more contingency, Duke 

Energ/ Indiana did not request approval of an increased cost estimate 

in thefourt:h semi-annual update proceeding; rather, Duke Energy 

Indiana requested the IURC to establish a subdocket proceeding in 

which Duke Eneigy will present additional evidence regarding an 

updated estimated cost for the IGCC project and In which a more 

comprehensive review of the IGCC project could occur. On 

January 27, 2010, the IURC approved Duke Energy Indiana's 

request for a subdocket proceeding regarding tiie cost estimate issues 

and accepted procedural schedules for the fourth semi-annual update 

proceeding and the subdocket proceeding. The evidentiary hearing for 

the fourtih semi-annual update proceeding is scheduled for April 6, 

2010. In the cost estimate subdocket proceeding, Duke Energ/ 

Indiana will be filing a new cost estimate for the IGCC project on 

April 7, 2010, with ite case-in-chief testimony, and a hearing is 

scheduled to begin Au^st 10, 2010. Duke Energy Indiana contin

ues to work with ite vendors to update and refine the forecasted 

increased cost to complete the Edwardspori: IGCC project, and 

currently anticipates that the total cost increase it submits In the cost 

estimate subdocket proceeding will be significantly higher than the 

$150 million previously identlfled. 

Duke Energy Indiana filed a petition with the IURC requesting 

approval of ite plans for studying carbon storage, sequestration and/or 

enhanced oil recovery for the carbon dioxide (CO )̂ from the 
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Edwardsport IGCC facility on March 6, 2009. On July 7, 2009, 

Duke Energy Indiana filed ite case-in-chief testimony requesting 

approval for cost recovety of a $121 million site assessment and 

characterization plan for COj sequestration options induding deep 

saline sequestration, depleted oil and gas sequestration and enhan

ced oil recovery for tiie CO2 from the Edwardsport IGCC facility. The 

Indiana Oflice of Utility Consumer Counselor (OUCC) filed testimony 

support:ive of the continuing study of carbon storage, but 

recommended that Duke Ener^ Indiana break ite plan into phases, 

recommending approval of only approximately $33 million In expen

ditijres at this time and deferral of expenditures rather than cost 

recovery through a tracking mechanism as proposed by Duke Energy 

Indiana. Intervenor CAC recommended against approval of the 

carbon storage plan stating customers should not be required to pay 

for research and development coste. Duke Energy Indiana's rebutial 

testimony was filed October 30, 2009, wherein it amended ite 

request to seek deferral of approximatdy $42 million to cover the 

carbon storage site assessment and characterization activities 

scheduled to occur through approximately the end of 2010, with 

further required study expenditures subject to future IURC 

proceedings, An evidentiary hearing was held on November 9, 2009, 

and an order is expected in the first half of 2010, 

Under the Edwardsport IGCC CPCN order and statutory 

provisions, Duke Energy Indiana is entitled to recover the coste 

reasonably incurred in reliance on the CPCN Order. In December 

2008, Duke Energy Indiana entered Into a $200 million engineering, 

procurement and construction management agreement with Bechtel 

Power Corporation, Construction of Edwardsport: is undenway and is 

approximately 50% complete asof December 3 1 , 2009, 

See Note 4 to the Consolidated Financial Statemente, 

"Regulatoty Matters," for further discussion on the above in-process 

or potential construction projecte. 

Fuel Supply 

U.S. Franchised Electric and Gas relies principally on coal and nuclear fuel for ite generation of electric energy. The following table liste U,S. 

Franchised Electric and Gas' sources of power and fuel coste for the three years ended December 31 , 2009, 

Coalfai 

Nuciear̂ w 
Oil and gas*"̂ ' 

All ^eis (cost-based on weighted average)'̂ '*' 
Hydroelectric*" 

Generation by Source 
(Percent) 

2009 

59.6 
38.5 
0.4 

98.5 
1.5 

2008 

65.9 
32,1 
0,7 

99,7 
0,3 

2007 

66,5 
31.2 

1.1 

98,8 
1,2 

Cost of Delivered Fuel p 
Kilowatt-hour Generated 

2009 2008 

2.88 
0.48 
7.71 

1.96 

2,59 
0,44 

13.47 

1.97 

erNet 
(Cents) 

2007 

2,20 
0,38 
9.32 

1.71 

100.0 100,0 100.0 

(a) Statistics lelated to coal generation and all fuels reflect U ,S, Franchised ElectTic and Gas' 69% owriership interest in the East Bentl Steam Stalion and 50,05% cwnership interest in Unit 
5 of the Gibson Steam Station, 

(b) Statistics related to nuclear generafion and ail fuels reflect U,S. Franchised Electnc and Gas' 12.5% interest in liie Catawba Nuclear Station through September 30, 2008 and an 
approximate 19% ownership interest in the Calawtja Nuclear Station from October 1, 2008 and thereafter, 

(c) Cost statistics Includearnountsfor light-off fuel at U.S, Franchised Eiectric and Gas'coal-fired stations, 
(dl Generating figures are net of output required to replenish pumped storage facilities during off-peal< periods. 

Coal. 

U,S. Franchised Electric and Gas meets ite coal demand in 

the Caroiinas and Midwest through a portfolio of purchase 

supply contracts and spot agreements. Large amounts of coal are 

purchased under supply contracts with mining operators who 

mine both underground and at the surface. U,S. Franchised 

Electric and Gas uses spot-market purchases to meet coai 

requirements not met by supply contracts. Expiration dates for its 

supply contracts, which have various pnce adjustment provisions 

and market re-openers, range from 2010 to 2014. U.S. 

Franchised Electric and Gas expecte to renew these contracts or 

enter into similar contracte with other suppliers for the quantities 

and quality of coal required as existing contracte expire, though 

prices will fluctuate over time as coal markete change. The coal 

purchased for the Carolinas is primarily produced from mines in 

eastern Kentucky, West Virginia and southwestern Virginia, The 

coal purchased for the regulated Midwest entities is primarily 

produced in Indiana, Illinois, and Kentucky. U.S, Franchised • 

Electric and Gas has an adequate supply of coal under contract 

to fuel its projected 2010 operations and a significant portion of 

supply to fuei its projected 2011 operations. 

The current average sulfur content of coal purchased by 

U.S, Franchised Electric and Gas for the Carolinas is approximately. 

1%; however, as Carolinas coal plante continue to bring on scnjbbers 

over the next several years, the sulfur content of coal purchased could 

increase as higher sulfur coal options are considered, The cun'ent 

average sulfur content of coal purchased by U.S. Franchised Electnc , 

and Gas for the Midwest is approximately 2%, Coupled with the use 

of available sulfur dioxide (SOj) emission allowances on tiie open . 

market, this satisfies the current emission limitations for SO2 for 

existing facilities in the Carolinas and Midwest. 

Gas. 

U.S, Franchised Eiectric and Gas is responsible for the purchase 

and the subsequent deliver/ of natural gas to native load customers 

in ite Ohio and Kentucky sen/ice territories. U,S. Franchised Electric 

and Gas' natural gas procurement strategy is to buy firm natural gas "• 

supplies (natural gas intended to be available at all times) and firm 
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interstate pipeline transportation capacity during the winter season 

(November through IVlarch) and during the non-heating season 

(April through October) through a combination of firm supply and 

transportation capacity along with spot supply and interruptible 

transportation capacity. This strategy allows U.S, Franchised Electric 

and Gas to assure reliable natural gas supply for ite high priority (non-

curiailable) firm customers during peak winter conditions and 

provides U.S, Franchised Electric and Gas the flexibility to reduce ite 

contract commitmente if firm customers choose alternate gas 

suppliers under U.S. Franchised Electric and Gas' customer choice/ 

gas transportation programs. In 2009, firm supply purchase commit

ment agreemente provided approximately 99% ofthe natural gas 

supply, with the remaining gas purchased on the spot market. These 

firni supply agreemente feature two levels of gas supply, specifically 

(1) base load, which is a continuous supply to meet normal demand 

requiremente, and (2) swing load, which Is gas available on a daily 

basis to accommodate changes in demand due primarily to changing 

weattier conditions. 

U,S. Franchised Electric and Gas also owns two underground 

caverns with a total storage capacity of approximately 16 million 

gallons of liquid propane. In addition, U,S. Franchised Electric and Gas 

has access to 5.5 million gallons of liquid propane storage and product 

loan throu^ a commercial services agreement wlfri a third party. This 

liquid propane is used in the three propane/air peak shaving plante 

located in Ohio and Kentucky, Propane/air peak shaving plante 

vaporize the propane and mix with natural gas to supplement the 

natural gas supply during peak demand periods and emergencies. 

U.S. Franchised Electric and Gas manages natural gas procure

ment-price voiatility mitigation programs tor Duke Energy Ohio and 

Duke Energy Kentucky. These programs pre-arrange between 

10-25% of total winter heating season gas requiremente for Duke 

Energy Ohio, between 10-35% of total winter heating season gas 

requiremente for Duke Energy Kentucky and between 10-50% of 

total summer season gas requiremente for both Duke Energy Ohio 

and Duke Energy Kentucky for up to three years in advance of the 

delivery month. Duke Energy Ohio and Duke Energy Kentucky use 

primarily fixed-price fonward contracte and contracte with a ceiling 

and floor on the price, Asof DecemberSl, 2009, Duke Energy Ohio 

and Duke Energy Kentucky, combined, had locked in pricing for 

approximately 22% of their winter 2009/2010 system load 

requiremente. 

U.S. Franchised Electric and Gas is also responsible for the 

purchase and the subsequent delivery of natural gas to the gas 

turbine generators to sen/e native electric load customer in the Duke 

Enei^ Carolinas, Duke Energy indiana and Duke Energy Kentucky 

service territories. The natural gas procurement strategy is to contract 

with one or several suppliers who buy spot market natural gas 

supplies along with firm or interruptible interstate pipeline transporta

tion capacity for deliveries to the site. This strategy allows for 

competitive pricing, flexibility of delivery, and reliable natural gas 

supplies to each of the natural gas plante. Many of the natural gas 

plante can be sen/ed by several supply zones and multiple pipelines, 

DukeEnergy Indiana hedgesa percentageof ite winter and 

summer expected native gas burn from Indiana gas turbine unite 

using financial swaps tied to the New York Mercantile Exchange 

(NVMEX)-Henry Hub natural gas futures. 

Nuclear. 

The industrial processes for producing nuclear generating fuel 

generally involve the mining and milling of uranium ore to produce 

uranium concentrates, the services to convert uranium concentrates 

to uranium hexafluoride, the sen/ices to enrich the uranium hexafluo

ride, and the sen/ices to fabricate the enriched uranium hexafluoride 

into usable fuei assemblies, 

Duke Energy Carolinas has contracted for uranium materials 

and services to fuel the Oconee, McGuire and Catawba Nuclear 

Stations in the Carolinas. Uranium concentrates, conversion services 

and enrichment services are primarily met through a diversified 

portfolio of long-term supply contracte. The contracte are diversified 

by supplier, country of origin and pricing, Duke Energy Carolinas 

staggers Ite contracting so that ite portfolio of long-term contracte 

covers the majority of ite fuel requiremente at Oconee, McGuire and 

Catawba in the near-term and decreasing portions of ite fuel require

mente over time thereafter. Due to the technical complexities of 

changing suppliers of fuel fabrication services, Duke Energy Carolinas 

generally sources these services to a single domestic supplier on a 

plant-by-plant basis using multi-year contracte. 

Duke Energy Carolinas has entered into fuel contracte that, 

based on its current need projections, cover 100% of the uranium 

concentrates, conversion services, and enrichment sen/ices require

mente ofthe Oconee, McGuire and Catawba Nuclear Stations 

through at least 2011 and cover fabrication sen/ices requiremente for 

these plante through at least 2018. For subsequent years, a portion 

of the fuel requlremente at Oconee, McGuire and Catawba are 

covered by long-term contracte. For future requiremente not already 

covered under long-term contracte, Duke Energy Carolinas believes It 

will be able to renew contracte as they expire, or enter into similar 

contractual arrangemente with other suppliers of nuclear fuel 

materials and services. Near-term requiremente not met by long-term 

supply contracte have been and are expected to be fulfilled with 

uranium spot market purchases. 

Energy Efficiency. 

Several factors have led to increased focus on energy efficiency, 

including environmental constrainte, increasing coste of generating 

plans and legislative mandates regarding building codes and 

appliance efficiencies. As a result of these factors, Duke Energy has 

developed various programs designed to promote ttie efficient use of 

electricity by ite customers. These programs, collectively called 

save-a-watt, have been filed with various state commissions over the 

past several years. 

Save-a-watt was approved by the PUCO on December 17, 

2008, in conjunction with the ESP, and Duke Energy Ohio began 

offering programs and billing a rate rider effective January 1, 2009, 

Save-a-watt is approved to continue through DecemberSl, 2011, 

On February 26, 2009, the NC(JC approved Duke Energy 

Carolinas' energy efficiency programs and authorized Duke Energy 

Carolinas to implement ite rate rider pending approval of a final 

compensation mechanism by the NCUC. Duke Energy CDarolinas 

began offering energy conservation programs to North Carolina retail 

customers and billing a conservation-program only rider on June 1, 

2009. In October 2009, Ouke Energy Carolinas also began offering 
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demand response programs in North Carolina. On December 14, 

2009, the NCUC approved the save-a-watt compensation model 

and, effective January 1, 2010, Duke Energy Caroiinas began billing 

a rate rider reflecting both consen/ation and demand response 

programs. The save-a-watt programs and compensation approach in 

Nortfi Carolina are approved through December 31 , 2013. 

Duke Energy Carolinas began offering demand response and 

consen/ation programs to South Carolina retail customers.effective 

June 1, 2009. On January 20, 2010, the PSCSC approved a 

save-a-watt rider for Duke Energy Carolinas' energy efficiency 

programs. Duke Energy Carolinas began billing this rider to retail 

customers Febmary 1, 2010. The save-a-watt programs and 

compensation approach in South Carolina are approved through 

DecemberSl, 2013. 

In October 2007, Duke Energy Indiana filed ite petition with the 

IURC requesting approval of save-a-watt, Duke Energy Indiana 

reached a settlement with all intervenors except one, the CAC, and 

filed the settlement agreement with the IURC. An evidentiary hearing 

with the IURC was held on February 27, 2009 and March 2, 2009. 

On February 10, 2010, the IURC approved the request. 

The KPSC approved Duke Energy Kentucky's current energy 

efficiency programs in 2009. The KPSC is reviewing Duke Energy 

Kentucky's proposed adjustment for 2010 and a decision is expected 

by May 2010. On December 1, 2008, Duke Energy Kentucky fited an 

application for the save-a-watt compensation model. On January 27, 

2010, Duke Energy Kentucky withdrew the application to implement 

save-a-watt and plans to file a revised portfolio in the future. 

Smat^rid and Distributed Renewable Generation 

Demonstration Project 

Duke Energy Indiana filed a petition in May 2008, and 

case-in-chief testimony in September 2008, supporting ite request to 

build an intelligent distribution grid in Indiana. The proposal 

requested approval of distribution formula rates or, in the alternative, 

a SmartGrid Rider to recover the return on and of the capital coste of 

the build-out and the recoveiy of incremental operating and, 

maintenance expenses and lost revenues. The petition also included 

a pilot program for the installation of small solar photovoltaic and 

wind generation on customer sites, for approximately $10 million 

over a three-year period, Duke Ener^ Indiana filed supplemental 

testimony in January 2009 to reflect the impacte of new favorable tax 

treatment on the cost/benefit analysis for SmartGrid. After various 

filings by interveners, on June 4, 2009, Duke Energy Indiana filed 

with the IURC a settlement agreement with the OUCC, the CAC, 

Nucor Corporation, and the Duke Energy Indiana Industrial Group 

which provided for a foil deployment of Duke Energy Indiana's 

SmartGrid initiative at a slower pace, induding cost recoveiy through 

a tracking mechanism. The settlement also included increased 

reporting and monitoring requiremente, approval of Duke Energy 

Indiana's renewable distributed generation pilot and the creafion of a 

collaborative design to initiate several time differentiated pricing filote, 

an electric vehicle pilot and a home area network pilot, Addifionally, 

the settlement agreement provided for tracker recovery of the coste 

associated with the SmartGrid initiafive, subject to cost recovery caps 

and a termination date for the tracker. The tracker would also include 

a reducfion in coste associated with the adoption of a new deprecia

tion study. An evidenfiary hearing was held on June 29, 2009. On 

November 4, 2009, the IURC issued an order that rejected the 

settlement agreement as incomplete and not in the public interest. 

The IURC cited a lack of defined benefite of the programs end 

encouraged the parties to continue the collaborative process oufiined. 

in the settlement or to consider smaller scale pilote or phased-in 

opfions. The IURC required the parties to present a procedural 

schedule within 10 days to address tiie underlying relief requested in 

the cause, and to supplement the record to address issues regarding 

the American Recovery and Reinvestment Act (the Stimulus Bill) 

funding recenfiy awarded by the DOE. Duke Energy Indiana te 

considering ite next steps, including a review of the implications of 

this Order on the Sfimulus Bill SmartGrid Investment Grant award 

from the DOE, A technical conference was held at the IURC on 

December 1, 2(X)9, wherein a procedural schedule was established 

for the lURC's continuing review of Duke Energy Indiana's smart grid 

proposal. Duke Energy is currenfiy scheduled to file supplemental 

testimony in support of a revised SmartGrid proposal by April 1, 

2010, with an evidentiary hearing scheduled for May 5, 2010, 

. Duke Energy Ohio received approval to recover expenditures 

incurred to deploy the SmartGrid infrastructure in December 2008 in 

conjunction with file approval of Duke Energy Ohio's ESP filing. On 

June, 30, 2009, Duke Energy Ohio filed an application to establish 

rates for return of ite SmartGrid net coste incurred for gas and electric 

distribution sen/ice through the end of 2008. Duke Energy Ohio 

proposed ite gas SmartGrid rider as part of ite most recent gas distri

bufion rate case. A Stipulafion and Recommendation was entered 

into by Duke Energy Ohio, Staff' of the PUCO, Kroger Company, and 

Ohio Partners for Affordable Energy, which provides for a revenue 

increase of approximately $4.2 million under the electric rider and 

$590,000 under the natural gas rider. Approval ofthe Stipulation 

and Recommendafion is expected in fiie first quarter 2010. 

Duke Energy Business Sen/ices, on behalf of Duke Energ/ 

Indiana and Duke Energy Ohio, was awarded a $200 miliion 

SmartGrid investment grant from the DOE in October 2009. Duke 

Energy is currently evaluating the terms and conditions of the grant in 

conjunction with regulator/ activities described above that are 

ongoing in Indiana and Ohio. 

See Note 4 to the Consolidated Financial Statemente, 

"Regulatory Mati:ers," for additional information. 

Renewable Ener^. 

Climate change concerns, as well as the oil price volatility, have 

sparked rising government suppori: In driving increasing renewable 

energy legislation at both the federal and state level. For example, as 

discussed further below, the North Carolina legislation (SB 3) passed 

in 2007 esteiblished a renewable energ/ and energy effldency 

porti'olio standard (REPS) for electric utilities, and in 2008, the state 

of Ohio also passed legislation that included renewable energy and 

advanced energy targete. Duke Energy Carolinas, Duke Energy Ohio 

and Duke Energy Indiana have issued Request for Proposals (RFP) 

seeking bids for power generated from renewable energy sources, 

including sun, wind, water, organic matter and other sources. 
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With the passage of Senate Bill 221 (SB 221) in Ohio in 2008, 

Duke Energy Ohio is required to securB renewable energy and include 

an increasing percentage of renewables as part of its resource portfo

lio. The compliance percentages are based on a three-year historical 

average of ite standard service offer load. The requirements are 

0.25% of the baseline load from non-solar and 0.004% from solar 

beginning in 2009, increasing to 12.5% non-solar and 0.5% solar 

by 2024. Of these percentages, at least 50% of each resource type 

must come from resources located within tf̂ e state of Ohio, To 

address this legislation, Duke Energy Ohio initiated several acquisition 

activities including comprehensive renewable RFPs in June 2008. 

Duke Energy Ohio evaluated the bids and selected botii solar and 

non-solar bids to begin negotiations aimed toward final contract 

executions. Inifial objectives were focused on meeting the specific 

near-term 2009, 2010 and 2011 requiremente, Duke Energy Ohio 

is aiso working with regulators to seek clarifications on pointe of the 

SB 221 renewable guidelines. Effective December 10, 2009, the 

PUCO adopted a set of reporting standards known as "Green Rules" 

which will regulate energy efficiency, altemative energy generation 

requiremente and emission reporting for activities mandated by 

SB 221. Duke Energy Ohio will continue ite renewable efforts with 

bidders, suppliers and the community in Ohio to meet the increasing 

renewable obligati'ons. 

With the passage of SB 3 in North Carolina in 2007, Duke 

Energy Carolinas was required to include an increasing percentage of 

renewables as part of ite generation portfolio, SB 3 requires solar 

compliance at 0.02% of retail sales begnning in 2010 and 3% of 

total portfolio to comply with solar, swine and poultry requiremente 

beginning 2012. Total North Carolina renewable energy resource 

compliance increases to 12,5% by 2021. SB 3 granted the NCUC 

authority to approve an energy efliciency rate riderto compensate 

utilifies for new energy efficiency programs tiiat they implement, as 

well as a REPS rider to recover incremental coste incurred to comply 

with the renewable portfolio standard. To address this legslafion, 

Duke Energy Carolinas initiated a comprehensive renewable RFP in 

April 2007 to address the 2010 through 2014 renewable portfolio 

standards requiremente. As a result ofthe 2007 renewable energy 

RFP, Duke Energy Carolinas has e>scuted a contract with a solar 

bidder and several landfill gas contracte which will be added to the 

hydro facilifies portfolio to meet futijre compliance requlremente, 

Duke Energy Carolinas is working with regulators to seek clarifications 

on pointe of fiie SB 3 renewable guidelines. Duke Energ/ (irolinas 

will continue to meet ite growing renewable efforte witii bidders, 

suppliers and the community in the Carolinas to meet the increasing 

renewable obligations. 

Inventory 

Generation of electricity is capital-intensive, U,S, Franchised 

Eiectric and Gas must maintain an adequate stock of fuel, materials 

and supplies In order to ensure continuous operation of generafing 

facilities and reliable delivery to customers, Asof DecemberSl, 

2009, the inventory balance for U,S. Franchised Electric and Gas 

was,approximately $1,278 million. See Note 1 to the Consolidated 

Financial Statemente, "Summary of Significant Accounfing Policies," 

for additional information. 

Nuclear Insurance and Decommissioning 

Duke Energy Carolinas owns and operates the McGuire and 

Oconee Nuclear Stations and operates and has a partial ownership 

interest in the Catawba Nuclear Station. The McGuire and the 

Catawba Nuclear Stations each have fiwo nuclear reactors and tiie 

Oconee Nuclear Station has three. Nuclear insurance includes: 

liability coverage; property, decontamination and premature decom

missioning coverage-, and business interruption and/or extra 

expense coverage: The other joint owners of fiie Catawba Nuclear 

Station reimburse Duke Energy Carolinas for certain expenses 

associated with nuclear insurance premiums. The Price-Anderson Act 

requires Duke- Energy to provide for public liability claims resulting 

from nuclear incldente to the maximum total financial protection 

liability, which .was approximately.$12,5 billion and increased to 

approximately $12.6 billion effective January 1, 2010. See Note 16 

to the Consolidated Financial Statemente, "Commitmente and 

Contingencies — Nuclear Insurance," for more information. 

In 2005, the NCUC and PSCSC approved a $48 million annual 

amount for contribufions and expense levels for decommissioning. In 

each of the years ended December 3 1 , 2009, 2008 and 2007, 

Duke Ener^ Carolinas expensed approximately $48 million and 

contributed cash of approximately $48 million to the Nuclear 

Decommissioning Trust Funds (NDTF) for decommissioning coste. 

The entire amount of these confi"ibufions were to the funds reserved 

for contaminated coste as contributions to the funds reserved for 

non-contaminated coste have been disconfinued since the current 

estimates indicate existing funds to be sufficient to cover projected 

futijre coste. The balance offiie external NDTF was approximately 

$1,765 million as of DecemberSl, 2009 and $1,436 million as of 

DecemberSl, 2008. 

As the NCUC and the PSCSC require that Duke Energy 

Carolinas update ite cost estimate for decommissioning ite nuclear 

plante every five years, new site-specific nuclear decommissioning 

cost studies were completed in January 2009 that showed total 

estimated nuclear decommissioning coste, including the cost to deco

mmission plant componente not subject to radioactive contamination, 

of approximately $3 billion in 2008 dollars. This estimate includes 

Duke Energy Carolinas' 19.25% ownership interest in the Catawba 

Nuclear Station. The other joint owners of the Catawba Nuclear 

Station are responsible for decommissioning coste related to their 

ownership intereste in the station. Both the NCUC and the PSCSC 

have allowed Duke Energy Carolinas to recover estimated 

decommissioning coste through retail rates over the expected 

remaining sen/ice periods of Duke Energ/ Carolinas' nuclear stafions, 

Duke Energy Carolinas believes that the decommissioning coste being 

recovered through rates, when coupled with the exisfing fund balance 

and expected fund earnings, will be sufficient to provide for the cost 

of future decommissioning. 

Duke Energy Carolinas filed these site-specific nuciear 

decommissioning cost studies with the NCUC and the PSCSC in April 

2009. In addition to the decommissioning cost studies, a new 

funding study was completed and indicates the current annual 

funding requirement of approximately $48 million is sufficient to 

cover the estimated decon-im ission ing coste. Duke Energy Carolinas 

received an order from the NCUC on ite rate case filing on 
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December 7, 2009, and from the PSCSC on Duke Energy Carolinas' 

rate case on January 27, 2010, Both the NCUC and the PSCSC 

approved tiie existing $48 million annual funding level for nuclear 

decommissioning coste. See Note 7 to the Consolidated Financial 

Statemente, "Asset Retirement Obligations," for more informafion. 

After used tuel is remcwed from a nuclear reactor, it is cooled in 

a spent-fuel pool at the nuclear stafion. Under provisions of the . 

Nuclear Waste Policy Act of 1982, Duke Energy Carolinas contracted 

with the DOE for fiie disposal of used nuclear fuel. The DOE failed to 

begin accepting used nuclearfuel on January 31,1998, the date 

specified by the Nuclear Waste Policy Act and in Duke Energ/'s 

contract wifii the DOE. Duke Energy Carolinas will confinue to safely 

manage ite used nuclear fuel until the DOE accepts it. In 1998, Duke 

Energ/ Carolinas filed a claim with the U.S. (Courtof Federal Claims 

against the DOE related to the DOE's failure to accept commercial 

used nuclear ftjel by the required date. Damages claimed in the law

suit were based upon Duke Energy Carolinas' coste incurred as a 

result of the DOE's partial material breach of ite contact, including 

the cost of securing additional used fuel storage capacity. On 

March 5, 2007, Duke Energy Carolinas and the U.S, Department of 

Jusfice reached a setiJement resolving Duke Ener®' Carolinas' used 

nuclear fijel litigation against the DOE. The agreement provided for an 

inifial payment to Duke Energy Carolinas for certain storage coste • 

incurred through July 3 1 , 2005, with additional amounte reimbursed 

annually for futijre storage coste. 

solufion, further state tort reform or structured settlement ti'ansactions 

could also change the estimated liability. Given the uncertainties 

associated with projecting matters into the futore and numerous other 

factors outeide Duke Energy's control, management believes it is 

reasonably possible that Duke Energy Carolinas may incur asbestos 

liabiiities in excess of ite recorded resen/es, 

Duke Energy Indiana and Duke Energy Ohio have "also been 

named as defendante or co-defendante In lawsuite related to asbestos 

at their electi'ic generating stations. The impact on Duke Energy's 

consolidated resulte of operation's, cash flows, or financial position of 

fiiese cases to date has not been material. Based on estimates under 

varying assumpfions, concerning uncertainties, such as, among 

others: (i) the number of contractors potentially exposed to asbestos 

during construction or maintenance of Duke Energy Indiana and 

Duke Energy Ohio generating plante; (li) the possible incidence of 

various illnesses among exposed workers and (ill) the potential sefl:le-

ment coste without federal or other legislation that addresses asbestos 

tort acfions, Duke Energy estimates that the range of reasonably 

possible exposure in existing and future suite over the foreseeable 

future Is not material. This estimated range of exposure may change 

as additional sett:lemente occur and claims are made and more case 

law is established. 

See Note 16 to the Consol idated Financial Statemente, 

"Commitmente and Confingencies-Litigafion-Asbestos Related Injuries 

and Damages Claims," for more information. 

Asbestos Related Injuries and Damages Claims Competition 

Duke Energy has experienced numerous claims for indemnifica

tion and medical reimbursemente relafing to damages for bodily 

Injuries alleged to have arisen from the exposure to or use of asbestos 

in connection with construction and maintenance activities 

conducted by Duke Energy Carolinas on ite electric generation plante 

priorto 1985. 

Duke Energ/ has third-party insurance to cover certain ICGses 

related to Duke Energy Carolinas' asbestos-related injuries and dama

ges above an aggregate self insured retention of $476 million. 

Reserves recorded on Duke Energy's Consolidated Balance Sheete are 

based upon the minimum amount in Duke Energy's best estimate of 

the range of loss for curent and future asbestos claims throu^ 

2027. Management believes that it is possible there will be additional 

claims filed against Duke Energy Carolinas after 2027. In light of the 

uncertainties inherent in a longer-term forecast, management does 

not believe they can reasonably estimate the indemnity and medical 

coste that might be incurred after 2027 related to such potential 

claims. Asbestos-related loss estimates incorporate anticipated 

inflation, if applicable, and are recorded on an undiscounted basis. 

These resen/es are based upon current estimates and are subject to 

greater uncertainty as the projection period lengfiiens. 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 management's estimated liability, as could any 

substanfial adverse or favorable verdict at trial. A federal legislative 

U.S, Franchised Electric and Gas competes in some areas with 

government-owned power systems, municipally owned electric 

systems, rural electric cooperatives and other private utilities. By , 

statute, the NCUC and the PSCSC assign sen/ice areas outeide 

municipalities in Horth Carolina and South Carolina, respectively, to. 

regulated electric utilities and njral electi'ic cooperatives. Substantially 

all of the territory comprising Duke Energy (irolinas' seivice area has 

been assigned in this manner. In unassigned areas, Duke Energy -

Carolinas' business remains subject to competition. A decision of the 

North Carolina Supreme Court limite, in some instances, the right of 

North Carolina municipalities to sen/e customers outeide their corpor

ate limite. In South Carolina, competition continues between 

municipalities and other electric suppliers outeide the municipalities' 

corporate limite, subject to the regulation ofthe PSCSC. In Kentucky, 

the right of municipalities to senve customers outeide corporate limite 

is subject to court approval. In Ohio, certified suppliers may after retail 

electric generation service to residential, commerciai and industrial 

customers. In Indiana, the state is divided into certified electric service 

areas for municipal utilities, rural cooperatives and investor owned 

utilities. There are limited circumstances where the certified electric 

service areas can be modified, with approval ofthe IURC. U.S, 

Franchised Electric and Gas also competes with other utilities and 

marketers in the wholesale electric business. In addition, U.S. 

Franchised Electric and Gas confinues to compete with natural gas 

providers. 
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Regulation 

State 

The NCUC, the PSCSC, the PUCO, the IURC and the KPSC 

(collectively, the State Utility Commissions) approve rates for retail 

electric sen/ice within their respective states. In addition, the PUCO 

and the KPSC approve rates for retail gas distribution sen/ice within 

their respective states. The FERC approves U.S. Franchised Electric 

and Gas' cost-based rates for electric sales to certain wholesale 

customers. The State Ufility Commissions, except for the PUCO, also 

have authority over the construction and operation of U.S. Franchised 

Electric and Gas' generating facilifies, CPCN's issued by fiie State ^ 

Utility Commissions, as applicable, authorize U.S. Franchised Electric 

and Gas to construct and operate ite electric facilities, and to sell 

electricity to retail and wholesale customers. Prior approval from the 

relevant State Utility Commission is required for Duke Energy's 

regulated operating companies to issue securities, 

Duke Energy Carolinas 2009 North Carolina Rati Case. 

On June 2, 2009, Duke Energy Carolinas filed an Application 

for Adjustment of Rates and Charges Applicable to Electric Ser̂ 'ice in 

North Carolina to increase ite base rates. The Application was based 

upon a historical test year consisting of ttie 12 months ended 

December 3 1 , 2008, On October 20, 2009, Duke Energy Carolinas 

entered Into a settlement agreement with the North Carolina Public 

Staff". Two organizations representing industrial customers joined the 

settlement on October 21 , 2009. The terms of the agreement include 

a base rate increase of $315 million (or approximately 8%) phased 

in primarily over a fiwo-year period beginning January 1, 2010, In 

order to mitigate the impact of the increase on customers, tiie agree

ment provides fbr (i) a one-year delay in the collection of financing 

coste related to tiie Cliffside modemizafion project until January 1, 

2011; and (ii) the accelerated return of certain regulatory liabilities to 

customers which lowered the total impact to customer bills to an 

increaseof approximately 7% in tiie near-term. The proposed 

settlement includes a 10.7% return on equity and a capita! stiucture 

of 52,5% equity and 47.5% long-term debt. Additionally, Duke 

Energy Carolinas agreed not to file another rate case before 2011 

witii any changes to rates taking efl'ect no sooner than 2012. The 

NCUC approved the setilement agreement in full by order dated 

Decemtier 7, 2009, The new rates were effective and implemented 

on January 1,2010. 

Duke Energy Carolinas 2009 South Carolina Rate Case. 

On July 27, 2009, Duke Energy Carolinas filed ite Applicafion 

for Authority to Increase and Adjust Rates and Charges for an 

increase in rates and charges in South Carolina. On September 25, 

2009, Duke Energy Carolinas filed a supplemental request seeking 

PSCSC approval of a charge to customer bills to pay for Duke Energy 

Carolinas' new energy efficiency efforte, Parties tothe proceeding 

include the South Caroiina Office of Regulatoty Staff (ORS), the South 

Carolina Energy Users Committee (SCEUC), and the South Carolina 

Green Party. Duke Energy Carolinas, ORS, and SCEUC filed a 

settlement ag'eement on November 24, 2009, recommending, (i) a 

$74 million increase in base rates, (11) an allowed retom on equity of 

1 1 % with rates set at a return on equity of 10.7% and capital struc

ture of 53% equity, and (ill) various riders, including one tiiat 

provides for the return of DSM charges previously collected from 

customers over three years rather tiian five years, and another that 

provides for a storm reserve provision allowing Duke Energy Carolinas 

to collect $5 miliion annually (up to a maximum funding level of 

$50 million accumulating in reserves) to be used against large storm 

coste in any particular period. On January 20, 2010, the PSCSC " 

approved the settiement agreement In full, including the cost recovery 

mechanism for the energy efficiency effort. The new. rates were 

effective Febnjary 1, 2010, 

Duke Energy Ohio Electric Rate Filings. 

New legislation (SB 221) passed in April 2008 and signed by 

the Governor of Ohio on May 1, 2008 codified tiie PUCO's authority 

to approve an electi'ic utility's stendard generation service ofler 

through an ESP, which allows for pricing stnjctures similar to those 

under the historic RSP. Electric utilifies are required to file an ESP and 

may also file an application for a Market Rate Option (MRO) at the 

same time. The MRO is a price determined through a competitive 

bidding process. On July 3 1 , 2008, Duke Energy Ohio filed an ESP 

to be effective Januaty 1,2009. On December 17, 2008, the PUCO 

issued Ite finding and order adopfing a modified Sfipulation witii 

respect to Duke Energy Ohio's ESPfiling. The PUCO agreed to Duke 

Energy Ohio's request for a net increase in base generation revenues, 

before impacte of customer switching, of $36 million, $74 million 

and $98 million in 2009, 2010 and 2011, respectively, including 

the termination ofthe residential and non-residential Regulatory 

Transifion Charge, the recovery of expenditures incurred to deploy the 

SmartGrid Infrastructure and the implementation of save-a-wati:. See 

"Commercial Power" section below for additional information related 

to the ESP, 

For more information on rate matters, see Note 4 to the 

Consolidated Financial Statemente, "R^uiatory Matters— U.S. 

Franchised Electric and Gas," 

Federal 

R^ulations of FERC and the State Utility Commissions govern 

access to regulated electric and gas customer and other data by 

non-regulated entities, and sen/ices provided between regulated and 

non-regulated energy affiliates. These regulations afiect the activities 

of non-regulated affiliates with U .S, Franchised Electric and Qas. 

The Energy Policy Act of 2005 was signed into law in August 

2005. The legislation directe specified agencies to conduct a sigiifi-

cant number of studies on various aspecte of the ener^ industry and 

to implement other provisions through rule makings. Among the key 

provisions, the Energy Policy Act of 2005 repealed the Public Ufility 

Holding Company Act (PUHCA) of 1935, directed FERC to establish 

a self-regulafing electric reliability organization governed by an 

independent board with FERC ov^ersight, extended the Price Anderson 

Act for 20 years (unfil 2025), provided loan guarantees, standby 

support and production tax credite for new nuclear reactors, gave 

FERC enhanced merger approval authority, provided FERC new 
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backstop authority for the siting of certain electric transmission 

projecte, streamlined the processes for approval and permifl:ing of 

interstate pipelines, and reformed hydropower relicensing. In 2005 

and 2006, FERC initiated several rule makings as directed by tfie 

Energy Policy Act of 2005. These rulemakings have now tieen 

completed, subject to certain appeals and further proceeding. Duke 

Energy does not believe that these rulemakings or the appeals will 

have a material adverse efl'ect on ite consolidated resulte of 

operations, cashfiov/sorfinancial position. 

The Energy Policy Act of 1992 and subsequent rulemakings 

and evente inifiated tiie opening of wholesale energy markete to 

competition. Open access transmission for wholesale transmission 

prcwides energy suppliers and load serving entities, including U.S. 

Franchised Electric and Gas and wholesale customers located in the 

U.S. Franchised Electric and Gas service area, with opportunities to 

purchase, sell and deliver capacity and energy at market-based 

prices, which can lower overall coste to retail customers, 

Duke Energy Ohio, Duke Enei^ Kentucky and Duke Energy 

Indiana are transmission owners in a regonal transmission organiza-

fion operated bythe Midwest Independent Transmission System 

Operator, Inc. (Midwest ISO), a non-profit organization which 

maintains functional control ewer the combined tansmission systems 

of its members. In 2005, the Midwest ISO began administering an 

energy market within ite footprint and in January 2009 it began 

administering an ancillary services market. Additionally, in April 

2009, the Midwest ISO began administering a voluntary capacity 

auction, and in June 2009, institoted a tariff based capacity 

requirement. 

On December 17, 2001, the IURC approved tiie transfer of 

functional control ofthe operation ofthe Duke Energy Indiana 

transmission system to the Midwest ISO, a Regional Transmission 

Organization (RTO) established in 1998. On June 1, 2005, the 

IURC authorized Duke Energy Indiana to transfer control area opera

tions tasks and responsibilities and transfer dispatch and Day 2 

energy markete tasks and responsibilities to the Midwest ISO. On 

August 13, 2008, the IURC authorized Duke Energy Indiana to 

transfer additional balancing authority functions to the Midwest ISO to 

permit Duke Energy Indiana to participate in the Midwest ISO's 

ancillary sen/ices market. 

The Midwest ISO is the provider of transmission service 

requested on the ti'ansmission facilities under ite tariff. It is responsi

ble for the reliable operation of those transmission facilities and the 

regional planning of new transmission facilities. The Midwest ISO 

administers energy mari<ete utilizing Locational Marginal Pricing (i.e., 

the energy price for the next MW may vary throughout the Midwest • 

ISO market based on transmission congestion and energy losses) as 

the methodolog/ for relieving congestion on tiie ti'ansmission facilities 

under ite functional control. 

On December 19, 2CX}5, the FERC apprcwed a plan filed by 

Duke Energy Carolinas to establish an "Independent Entity" (IE) to 

serve as a coordinator of certain transmission functions and an 

"Independent Monitor" (IM) to monitor the transparency and fairness 

of the operation of Duke Energy Carolinas' transmission system. Duke 

Energy Carolinas remains the owner and operator of the transmission 

system, with r^ponsibility for the provision of transmission sewice 

under Duke Energy Carolinas' Open Access Transmission Tarifi". Duke 

Energy Carolinas retained the Midwest ISO to act as the IE and 

Potomac Economics, Ltd, to act as tiie IM. The IE and IM began 

operafions on November 1, 2006. Duke Energy Carolinas is not 

currently seeking adjustmente to its transmission rates to reflect the 

incremental cost ofthe proposal, which is not projected to have a 

material adverse efl'ect on Duke Energy's future consolidated resulte of 

operations, cash flews or financial position. 

See "Other Issues" section of Management's Discussion and 

Analysis of Financial Condition and Resulte of Operations for a 

discussion about potential Global Climate Change legislation and the 

potential impacte such legisiation could have on Duke Energ/'s 

operations. 

Other 

U.S. Franchised Electric and Gas is subject to the jurisdiction of 

the NRC for the design, construction and operation of ite nuclear 

generating fadliti'es. In 2000, fiie NRC renewed tiie operafing license 

for Duke Energy Carolinas' tiiree Oconee nuclear unite through 2033 

for Unite 1 and 2 and through 2034 for Unit 3. In 2003, tiie NRC 

renewed the operating licenses for all unite at Duke Energy Clarolinas' 

McGuire and (^tawba stations. The two McGuire unite are licensed 

through 2041 and 2043, respectively, while the two Catawba units 

are licensed through 2043. All but one of U.S. Franchised Electric 

and Gas' hydroelectric generating facilities are licensed by the FERC 

under Part I of the Federal Power Act, with license terms expiring 

from 2005 to 2036. The FERC has autiiority to Issue new hydroelec

tric generating licenses. Hydroelectric facilities whose licenses expired 

in 2005 through 2009 are operating under annual extensions ofthe 

current license until FERC Issues a new license. Other hydroelectric 

facilities whose licenses expire between 2010 and 2016 are In 

various stages of relicensing. Duke Energy expecte to receive new 

licenses for ali applicable hydroelectric facilities with the exception of 

tiie Dillsboro Project, for which Duke Energy requested and the FERC 

approved license surrender. Duke Energy Carolinas has removed tiie 

Dillsboro Project dam and powertiouse as part of multi-project and 

multi-stakeholder agreemente and Duke Energy Carolinas is 

continuing with sfi'eam restoration and post-removal monitoring as 

requested by FERC's license surrender order. 

U.S. Franchised Electric and Gas is subject to the jurisdiction of 

the U.S. Environmental Protection Agency (EPA) and state and local 

environmental agencies. (Fora discussion of environmental regula

tion, see "Environmental Matters" tn this section.) 

COMMERCIAL POWER 

Commercial Power owns, operates and manages power plante 

and engages in the wholesale marketing and procurement of electric 

power, fuel and emission allowances related to these plante as well 

as other contractual positions. Commercial Power's generation asset 

fleet consiste of Duke Energy Ohio's non-regulated generation in Ohio, 

acquired from Cinerg/ in April 2(X)5, which are dedicated under the 

ESP, and the five Midwestern gas-fired non-regulated generafion 

assete that were a pori:lon of former DENA. which are dispatched into 

wholesale markete. Commercial Power's assets, excluding wind 

energy generation assete, are comprised of approximately 7,550 net 
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M W of power generafion primarily located in the Midwestern United 
States, The asset portfolio has a diversified fuel mix with baseload 
and mid-merit coal-fired unite as well as combined cycle and peaking 
natural gas-fired unite. Effecfive January 1 , 2 0 0 9 , approximately half 
of Commercial Power's Ohio-based generation assete began operating 
under an ESP, which expires on D e c e m b e r S l , 2 0 1 1 , and is descri
bed below. Prior to Januaty 1 , 2 0 0 9 , these generation assete were 
contracted through the RSP, which expired on December 3 1 , 2 0 0 8 , 

Commercial Power also has a retail sales subsidiary, DERS, • 
which is certified by the PUCO as a CRES provider in Ohio. DERS 
serves retail electric customers in Southwest, West Central and 
Northern Ohio wi th generation and other energy sen/ices at competi
tive rates. During 2 0 0 9 , due to Increased levels of customer 
switohing as a result of tiie competitive markete in Ohio, which is 
discussed further below, DERS has focused on acquiring customers 
that had previously been sen/ed by Duke Energy Ohio under the ESP, 
as well as those previously sen/ed by other Ohio fl-anchised utilities. 

The fol lowing map shows tiie Commercial Power service territory and generation facilities. 
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Through DEGS, Commercial Power is an on-site energy 
solutions and utility sen/ices provider. Primarily througii joint ventu
res, DEGS engages in utility systems construction, operation and 
maintenance of utility facilities, as well as cogeneration. Cogeneratlon 
is file simultaneous producti'on of two or more forms of usable energy 

from a single source. DEGS currently has approximately 7 3 5 net M W 
of wind energy in operation and over 5 , 000 M W of wind energy 
projecte in the development pipeline. DEGS also is developing 
transmission, solar and biomass projecte. 
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The following map shows the location of DEGS generation assete, 

Duke Energy Generation Services — North America 
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Rates and Regulation 

Effective Januaiy 1, 2009, approximately half of Commercial 

Power's generation assete operate under an ESP, which expires on 

DecemberSl, 2011. Prior to the ESP, tiiese generation assete had 

been contracted tiirough the RSP, which expired on December 3 1 , 

2008, The ESP conslste of the following discrete charges: 

• Annually Adjusted Compnent (AAC) Rider — This rider is 

intended to provide cost recovery primariiy for certain environ

mental compliance expenditures. This component is avoidable 

(or by-passable) by all customers that switch to an alternative 

electi'ic sen/ice provider. 

• Fuei and Purchased Power (FPP) Rider — This rider is 

intended to provide cost recovery for fuel, purchased power 

and emission allowance expenses (including carbon or energy 

taxes) incurred to generate or procure electricity for retail 

ratepayers that are provided sen/ice by Duke Energy Ohio. 

This component is avoidable (or by-passable) by all customers 

that switch to an alternative electric service provider, 

• Capacity Dedication Rider — This rider is intended to provide 

cost recovery for maintaining the generation fleet to sen/e the 

retail rate payers. This component is not avoidable (or 

non-by-passable) by customers thatswitch to an alternative 

electric sen/ice provider. 

• System Reliability Tracker — This tracker is intended to 

provide actual cost recovery for capacity purchases made to 

maintain adequate resen/e margin. Thte component is not 

avoidable (or non-by-passable) by all customers that switch to 

an alternative electric sen/ice provider, ,. 

• Base Generation Charge — This component reflecte a market 

price for retail generation service and is not a cost-based rate^ 

Thte component is avoidable (or by-passable) by all customers 

that switch to an altemative electric sen/ice provider. 

• Transmission Cost Recovery Rider — The generation portion 

of this rider is designed to permit Duke Energy Ohio to recover 

certain Midwest ISO charges and all FERC approved transmis

sion coste allocable to retail ratepayers that are provided 

, sen/ice by Duke Energy Ohio. This component is avoidable (or 

by-passable) by all customers that switch to an altemative 

electric sen/ice provider. 

Commercial Power's generation operations in the Midwest 

include generation assete located in Ohio that are dedicated to sen/e 

Ohio native load customers. These assete, as excess capacity allows, 

also generate revenues through sales outeide the native load custo

mer base, and such revenue is termed non-native, 

Priorto December 17, 2008, Commercial Power did not apply 

regulatory accounting treatment to any of ite operations due to the 
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comprehensive eiectric deregulation legislation passed by the state of 

Ohio in 1999. In April 2008, new legislation (SB 221) was passed 

in Ohio and signed by the Govemor of Ohio on May 1, 2008. The 

new law codified the PUCO's authority to approve an electric utility's 

standard service offer either through an ESP or a MRO, which is a 

price detemiined through a competitive bidding process. On July 3 1 , 

2008, Duke Energ/ Ohio filed an ESP and, with certain amend

mente, the ESP was approved by the PtJCO on December 17, 2008, 

The approval of the ESP on December 17, 2008 resulted in the 

reapplication of regulatory accounting treatment to certain portions of 

Commercial Power's operati'ons as of that date. The ESP became 

effective on January 1, 2009, 

Under the ESP, Commercial Pcwer bills for ite native load 

generation via numerous riders. SB 221 and the ESP resulted in the 

approval of an enhanced recovery mechanism for certain of these 

riders, which includes, but is not limited to, a price-to-compare fuel 

and purchased power rider and certain portions of a prlce-to-compare 

cost of environmental compliance rider. Accordingly, C:ommercial 

Power began applying regulatory accounting treatment to ttie corresp

onding RSP riders that enhanced the recovery mechanism for 

recovery under the ESP on December 17, 2008. The remaining 

portions of Commercial Power's Ohio native 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 non-native customers, 

including Commercial Power's Midwest gas-fired generation assete, 

continue to not apply regulatory accounting as tiiose operations do 

not meet the necessary accounting criteria. Moreover, generation 

remains a competitive market In Ohio and native load customers 

continue to have the ability to switch to altemative suppliers for their 

electric generation sen/ice. As customers switch, there is a risk that 

some or all of the regulatory assete will not be recovered through the 

established riders. In assessing tiie probability of recovery of ite 

r^ulator/ assete established for ite native load generation operations, 

Duke Energy continues to monitor the amount of native load 

customers that have switehed to alternative suppliers. At December 

3 1 , 2009, management has concluded that the established 

regulatory assete are still probable of recovery even though there have 

been increased levels of customer switching. 

Despite certain portions of tiie Ohio native load operations not 

meeting the critena for applying regulatory accounting ti'eatment, all 

of Commercial Power's Ohio native load operations' rates are subject 

to approval by the PUCO, and thus these operations are referred to 

here-in as Commercial Power's regulated operations. 

Commercial Power is subject to regulation at the state level, 

pnmarily from PUCO and at the federal level, primarily from FERC. 

The PUCO approves prices for all retail electric generation sales by 

Duke Energy Ohio for ite native retail service territory. See 

"Regulation" section within U,S. Franchised Electric and Gas for 

additional information regarding deregulation In Ohio. 

Regulations of FERC and tiie PUCO govern access to regulated 

electnc customer and other data by non-regulated entities, and 

services provided between regulated and non-regulated energy 

affiliates. These regulations affect the activities of Commercial Power. 

Other ongoing regulatory initiatives at both state and federal 

levels addressing market design, such as the development of capacity 

markete and real-time electricity markete, impact financial resulte 

from Commerciai Power's marketing and generation activities. 

&)mmercial Power is subject to the jurisdiction of the EPA and 

state and local environmental agencies. (For a discussion of environ

mental regulation, see "Environmental Matters" in this section.) 

See "Other Issues" section of Managements Discussion and 

Analysis of Rnancial Condition and Resulte of Operations for a discu

ssion about potential Global Climate Change legislation and the 

potential impacte such legislation could have on Duke Energy's 

operations. 

Market Environment and Competition 

Similar tD U,S. Franchised Electric and Gas' operations, the 

overall economic conditions have negatively impacted Commercial 

Power's retail volumes for all customer classes. Commercial Power 

competes tor wholesale contracte for the purchase and sale of 

electi'icity, coal, natural gas and emission allowances, The market 

price of commodities and sen/ices, along with the quality and 

reliability of services provided, drive competition in the energy 

marketing business. Commercial Power's main competitors include 

other non-regulated generators in the Midwestern U.S. wholesale 

power, coa! and natural gas marketers, renewable energy companies 

and financial institutions and hedge funds engaged in energy 

commodity marketing and trading. 

Low commodity prices in 2009 have put downward pressure 

on power prices. The available capacity and lower prices have 

provided opportunities for customers In Ohio to switeh generation 

suppliers. Competitive power suppliers have b^un supplying power 

to current Commercial Power customers in Ohio and Commercial 

Power experienced an increase in customer switohing beginning in 

the second quarter of 2009 and accelerating in the later part of the 

year. As of December 31 , 2009, customer switching levels approxi

mated 40% of Commercial Power's Ohio native load. However, 

through DERS, Commercial Power was able to acquire approximately 

60% of the switched load by offering customers a discount to the 

ESP price. Additionally, DERS has been able to acquire new 

customers previously sen/ed by other Ohio franchised utilities. 

Fuel Supply 

Commercial Power relies on coal and natural gas for ite 

generation of electric energy. 

Coal. 

Commercial Power meete ite coal demand through a portfolio of 

purchase supply contracte and spot agreemente. Large amounte of 

coal are purchased under supply contracte with mining operators 

who mine both underground and at the surface. Commercial Power 

uses spot-market purchases to meet coal requiremente not met by 

supply contracte. Expiration dates for ite supply contracte, which have 

various price adjustment provisions and martlet re-<ipeners, range 
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from 2010 to 2012. Commercial Power expecte to renew these 

contracte or enter into similar conti-acte with other suppliers for the 

quantities and quality of coal required as existing conti'acte expire, 

though prices will fluctuate over time as coal markete change. The 

coal purchased is primarily produced in Illinois, Ohio and eastem 

Kentucky. Commercial Power has an adequate supply of coal to fuel 

ite projected 2010 operations and a significant portion of supply to 

fiJel ite projected 2011 operations. The majority of Commercial 

Power's coal-fired generation is equipped with flue gas desulfurization 

equipment. As a result, Commerciai Power is able to satisty the 

cunent emission limitations for SO2 tor existing facilities, 

Gas. 

Commercial Power is responsible for the purchase and ttie 

subsequent delivery of natural gas to ite gas turbine generators. The 

majority of Commercial Power's natural gas requiremente are 

purchased in the spot market on an as-needed basis. 

INTERNATIONAL ENERGY 

International Energy principally operates and manages power 

generation facilities and engages in sales and marketing of electric 

power and natural gas outeide the U.S. It conducte operations 

primarily through DEI and ite affiliates and ite activities target power 

generation in Latin America. Additionally, Intemational Ener^ has 

equity metiiod investmente in NMC, located in Saudi Arabia, which 

is a regonal producer of MTBE and Ati:iki, located in Athens, Greece, 

which is a natural gas distributor and was acquired in connection 

with the Cinergy merger. In December 2(X)9, International Energy 

decided to abandon Ite investment in Ati:iki, See Note 12 to the 

Consolidated Financial Statemente, "Investmente in Unconsolidated 

Affiliates and Related Party Transactions," for additional information, 

Intemational Energy's customers include retail disti"ibutors, 

electi'ic utilities, independent power producers, marketers and 

industi-ial/commercial companies. International Energy's current 

sti-ategy is focused on optimizing the vaiue of ite current Latin 

American portfolio and expanding the portfolio through investment in 

generation opportunities in Latin America. 

International Energy owns, operates or has substantial intereste 

in approximately 4,000 net MW of generation facilities. 

The following map shows tiie locations of Intemational Energy's facilities, including ite intereste in non-electric generation facilities in Saudi 

Arabia and Greece. 
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Competition and R^;ulation 

International Energy's sales and mart<eting of electric power and 

natural gas competes directly with other generatiDrs and marketers 

sen/ing ite market areas. Competitors are country and region-specific 

but include government-owned electric generating companies, local 

distribution companies with self-generation capability and otiier 

privately-owned electric generating and marketing companies. The 

principal elements of competition are price and availability, temis of 

service, flexibility and reliability of service. 

A high percentage of International Energy's portfolio consiste of 

base load hydroelectric generation facilities which compete with other 

forms of electric generation available to International Energy's custo

mers and end-users, including natural gas and fuel oils. Economic 

activity, consen/ation, legislation, governmental regulations, weather, 

additional generation capacities and other factors affect the supply and 

demand for electricity in tiie regions served by International Energ/. 

International Energy's operations are subject to troth country-

specific and international laws and regulations, (See "Environmental 

Matters" in this section.) 

OTHER 

The remainder of Duke Energy's operations is presented as 

Otiien While it is not considered a business s^ment. Other primarily 

includes certain unallocated corporate coste, Bison, Duke Energy's 

wholly-owned, captive insurance subsidiaiy, Duke Energ/'s effective 

50% interest in Crescent and DukeNet and related telecom busines

ses. Additionally, Other includes the remaining portion of Duke 

Energy's business formerly known as DENA that was not exited or 

transferred to Commercial Power, primarily DETM, which is 60% 

owned by Duke Energy and 40% owned by Exxon Mobil Corporation 

and management is currently in the process of winding down. See 

Note 2 to the Consolidated Financial Statemente, "Business 

Segmente," for more information on Crescent. 

Bison's principal activities as a captive insurance entity include 

the insurance and reinsurance of various business risks and losses, 

such as property, business interruption and general liability of subsid

iaries and affiliates of Duke Energy, 

Competition and Regulation 

The entities within Other are subject to the jurisdiction of tiie 

EPA and state and local environmental agencies. (For a discussion of 

environmental regulation, see "Environmental Mati:ers" In this 

section.) 

ENVIRONMENTAL MATTERS 

Duke Energy is subject to international, federal, state and local 

laws and regulations with regard toair and water quality, hazardous 

and solid waste disposal and other environmental matters. 

Environmental laws and regulations affecting Duke Energy include, 

but are not limited to: 

• The Clean Air Act (CAA), as well as state Iav/s and regulations 

impacting air emissions, including State Implementation Plans 

related to existing and new national ambient air quality 

standards for ozone and particulate matter. Owners and/or 

operators of air emission sources are responsible for obtaining 

permite and for annual compliance and reporting. 

• The Clean Water Act which requires permite for facilities that 

discharge wastewaters into the environment. 

• The Comprehensive Environmental Response, Compensation 

and Liability Act, which can require any individual or entity 

that currentiy owns or in the past may have owned or 

operated a disposal site, as well as transpori:ers or generators 

of hazardous substances sent to a disposal site, to share in 

remediation coste. 

• The Solid Waste Disposal Act, as amended by the Resource 

Conservation and Recovery Act, which requires certain solid 

wastes, including hazardous wastes, to be managed pursuant 

to a comprehensive regulatory regime. 

•The National Environmental Policy Act, which requires federal 

agencies to consider potential environmental impacte in their 

decisions, including siting approvals. 

• The North Carolina clean air legislation that froze electric utility 

rates from June 20, 2002 to DecemberSl, 2007 (rate freeze 

period), subject to certain conditions, in order for North 

Carolina electric utilities, including Duke Energy, to significan

tly reduce emissions of SO2 and nitrogen oxide (NOJ from 

coal-fired power plante in tiie state. The legislation allows 

electric utilities, including Duke Energy, to accelerate the 

recovery of compliance coste by amortizing them over seven 

years (2003-2009), However, Duke Energy Carolinas ended 

ite amortization in 2007 as part of ite rate case seti:lement with 

the NCUC. 

See "Other Issues" section of Management's Discussion and 

Analysis of Financial (l^ndition and Resulte of Operations for a 

discussion about potential Global Climate Change legislation and the 

potential impacte such legislation could have on Duke Energy's 

operations. Additionally, other potential future environmental laws 

and regulations could have a significant impact on Duke Energy's 

resulte of operations, cash flows or financial position. However, if 

such laws are enacted, Duke Energy would seek appropriate 

regulatory recovery of coste to comply within ite regulated operations. 

For more information on environmental matters involving Duke 

Energy, including possible liability and capital coste, see Notes 4 and 

16 to the Consolidated Financial Statemente, "Regulatory Mati:ers," 

and "Commitmente and Contingencies — Environmental," 

respectively. 

Except to the extent discussed in Note 4 to the Consolidated 

Rnancial Statemente, "Regulatory l\/lati:ers," and Note 16 to the 

Consolidated Rnancial Statemente, "Commitmente and 

Contingencies," compliance witii current international, federal, state 

and local provisions regulating the discharge of materials into the 

environment, or otiienvise protecting the environment, is incorporated 
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into the routine cost structure of our various business segmente and Is Risk — Foreign Currency Risk," and Notes 2 and 8 to the 

not expected to have a material adverse'effect on the competitive Consolidated Rnancial Statemente, "Business Segmente" and "Risk 

position, consolidated resulte of operations, cash flows orfinancial' Management, Derivative Instrumente and Hedging Activities," 

position of Duke Energy, respectively. 

GEOGRAPHIC REGIONS EMPLOYEES 

For a discussion of Duke Energy's foreign operati'ons and certain On DecemberSl, 2009, Duke Ener^' had approximately 

of the risks associated with them, see "Risk Factors," "Management's 18,680 employees. A total of approximately 4,620 operating and 

Discussion and Analysis of Resuite of Operations and Financial maintenance employees were represented by unions. 

Condition, Quantitative and Qualitative Disclosures About Market 
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EXECUTIVE OFFICERS OF DUKE ENERGY 

Stephen G. De May 47 Senior Vice President, Investor Relations and Treasurer. Mr, De May assumed the role of Treasurer in November 
2007 and in October 2009 Mr, De May assumed additional responsibility for investor relations. Prior to tiiat, he 
served as Assistant Treasurer since April 2006, upon the merger of Duke Energy and Cinergy. Until the merger of 
Duke Energy and Cinergy, Mr. De May served as Vice President, Energy and Environmental Policy of Duke Energy 
since February 2004. . 

Lynn J. Good 50 Group Executive and Chief Financial Officer. Ms. Good assumed her current position in July 2009, In November 
2007, Ms, Good began serving as President, Commercial Businesses, Prior to that, she sen/ed as Senior Vice 
President and Treasurer since December 2006; prior to that she sen/ed as Treasurer and Vice President, Financial 
Planning since October 2006; and prior to that she sen/ed as Vice President and Treasurer since April 2006, upon 
the merger of Duke Energy and Cinergy, Until the merger of Duke Energy and Cinergy, Ms, Good sen/ed as Executive 
Vice President and Chief Financial Officer of Cinergy from August 2005 and Vice President, Finance and Controller of 
Cinergy from November 2003 to August 2005, 

Dhiaa M. Jamil 53 Group Executive, Chief Generation Officer and Chief Nuclear Officer. Mr. Jamil assumed his position as Chief 
Generation Officer in July 2009 and his pcsition as Cliief Nuciear Officer in Februaiy 2008. Prior to that he seived 
as Senior Vice President. Nuclear Support:, Duke Energy Carolinas, LLC since March 2007. 

Marc E. Manly 57 Group Executive, Chief Legal Officer and Corporate Secretary. Mr. Manly assumed the role of Corporate Secretary 
in December 2008 and assumed position of Chief Legal Officer in April 2006, upon frie merger of Duke Energy and 
Cinergy, Until the merger of Duke Energy and Cinergy, Mr. Manly served as Executive Vice President and Chief Legal 
Officer of Cinergy since November 2002. 

James E. Rogers 52 Chairman, President and Chief Executive Officer. Mr, Rogers assumed the role of Chief Executive Officer and 
President in April 2006, upon the merger of Duke Energy and Cinergy and assumed the role of Chairman on 
January 2, 2007. Until the merger of Duke Energy and Cinergy, Mr, Rogers sen/ed as Chairman ofthe Board of 
Cinergy since 2000 and as Chief Executive Officer of Cinergy since 1995, 

B. Keitti Trent 50 Group Executive, President, Commercial Businesses. Mr. Trent assumed his current position in July 2009. Prior to 
that tie served as Group Executive and Chief Strategy, Policy and Regulatory Officer since May 2007. Prior to that he 
served as Group Executive and Chief Strat^y and Policy Officer since October 2006 and prior to that he sen/ed as 
Group Executive and Chief Development Officer since April 2006, upon the merger of Duke Energy and Cinergy, 
Until the merger of Duke Energy and Cinergy, Mr, Trent served as Executive Vice President, General Counsel and 
Secretary of Duke Energy since March 2005, Prior to that he served as General Counsel. Litigation of Duke Energy 
from May 2002 to March 2005, 

James L.Turner 50 Group Executive; President and Chief Operating Officer, U.S. Franchised Electric and Gas. Mr. Tumer assumed 

his current position in May 2007, Prior to that he sen/ed as Group Executive and President, U.S. Franchised Electric 
and Gas since October 2006, and prior to that he served as Group Executive and Chief Commercial Officer, U,S. 
Franchised Electric and Gas since April 2006, upon the merger of Duke Energy and Cinergy, Until the merger of 
Duke Energy and Cinergy, Wlr. Tumer served as President of Cinergy since 2005, Executive Vice President and Chief 
Financial Officer of Cinergy from 2004 to 2005. 

Stevwi K. Young 51 Senior Vice President and Controller. Mr, Young assumed his current position in December 2006, Prior to that he 
- setved as Vice President and Controller since April 2006, upon the merger of Duke Energ/ and Cinergy, Until the 

merger of Duke Energy and Cinergy, Mr. Young served as Vice President and Controller of Duke Energy since June 
2005, Prior to that Mr, Young sen/ed as Senior Vice President and Chief Financial Officer of Duke Energy Carolinas 
from March 2003 to June 2005, 

Executive officers serve until tiieir successors are duly elected. 

There are no family relationships between any of the executive officers, nor any arrangement or understanding between any executive 
officer and any other person involved in officer selection. 
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ITEM IA. RISK FACTORS. 

Duke Energy's franchised electric revenues, earnings and results 

are dependent on state legislation and regulation that affect 

electric generation, transmission, distribution and related activities, 

which may limit Duke Energy's ability to recover costs. 

Duke Energ/s franchised electric businesses are regulated on a 

cost-of-sen/ice/rate-of-return basis subject to tiie statutes and regulat

ory commission rules and procedures of North Carolina, South 

Carolina, Ohio, Indiana and Kentucky. If Duke Energy's franchised 

electric eamings exceed the retums established by the state r^ulatory 

commissions, Duke Energy's retail electiic rates may be subject to 

review and possible reduction by the commissions, which may 

decrease Duke Energy's future earnings. Additionalty, if r^ulatory 

bodies do not allow recovery of costs incurred in providing sen/ice on 

a timely basis, Duke Energy's future earnings could be negatively 

impacted. 

Duke Energy may incur substantial costs and liabilities due to 

Duke Energy's ownership and operation of nuclear generating 

facilities. 

Duke Energy's ownership Interest in and operation of three 

nuclear stations subject Duke Energy to various risks including, 

among other things; the potential harmful effects on the environment 

and human health resulting from the operation of nuclear facilities 

and the storage, handling and disposal of radioactive materials; 

limitations on the amounts and types of insurance commercially 

available to cover losses that might arise in connection with nuclear 

operations; and uncertainties with respect to the technological and 

financial aspects of decommissioning nuciear plants at the end of 

their licensed lives. 

Duke Energy's ownership and operation of nuclear generation 

facilities requires Duke Energy to meet licensing and safety-related 

requirements imposed by the NRC. in the event of non-compliance, 

tiie NRC may increase regulatory oversight, impose fines, and/or shut 

down a unit, depending upon its assessment of the severi^ of the 

situation. Revised security and safety requirements promulgated by 

tiie NRC, which could be prompted by, among other things, events 

within or outside of Duke Energy's control, such as a serious nuclear 

incident at a facility owned by a third-party, could necessitate substa

ntial capital and other expenditures at Duke Energy's nuclear plants, 

as well as assessments against Duke Energy to cover tiiird-party 

losses. In addition. If a serious nuclear incident were to occur, it could 

have a material adverse effect on puke Energy's results of operations 

and financial condition. 

Duke Energ/'s ownership and operation of nuclear generation 

facilities also requires Duke Energy to maintain funded trusts that are 

intended to pay for the decommissioning costs of Duke Energy's 

nuclear power plants. Poor investment performance of tiiese 

decommissioning trusts' holdings and otiier factors impacting 

decommissioning costs could unfavorably impact Duke Energy's 

liquidity and results of operations as Duke Energy could be required 

to significantiy increase its cash contributions to the decommissioning 

trusts. 

Duke Energy's plans for future expansion and modemization of its 

generation fleet subject it to risk of failure to adequately execute 

and manage its significant construction plans, as well as the risk of 

recovering all such costs or of recovering costs in an untimely 

manner, which could materially impact Duke Energy's results of 

operatk)ns, cash flows or financial position. 

During tiie three year period from 2010 to 2012, DukeEnergy 

anticipates cumulative capitai expenditures of approximately 

$14 billion to $15 billion of which approximately $11 billion relates 

to its regulated U.S. Franchised Electric and Gas businesses. The 

completion of Duke Energy's anticipated capital investinent projects 

in existing and new generation facilities is subject to many 

construction and development risks, including, but not limited to, 

risks related to financing, obtaining and complying with terms of 

permits, meeting constmction budgets and schedules, and satisfying 

operating and environmental perfomiance standards. Moreover, Duke 

Energy's ability to recover all these costs and recovering costs in a 

timely manner could materially impact Duke Energy's consolidated 

financial position, results of operations or cash flows. 

Duke Energy's sales may decrease if Duke Energy is unable to gain 

adequate, reliable and affordable access to transmission assets. 

Duke Energy depends on ti'ansmission and distribution facilities 

owned and operated by utilities and otiier energy companies to 

deliver the electricity Duke Energy sells to the wholesale market, 

FERC's power transmission regulations, as well as those of Duke 

Energy's international markets, require wholesale electric transmission 

services to be offered on an open-access, non-discriminatory basis, if 

ti'ansmission is disnjpted, or if transmission capacity is inadequate, 

Duke Energy's ability to sell and deliver producte may be hindered. 

The different regional power markets have changing regulatory 

structures, which couid affect Duke Energy's growth and perfonnance 

in tiiese regions, in addition, tiie independent system operators who 

oversee the transmission systems in r^ional power markets have im

posed in the past, and may impose in the future, price limitations 

and other mechanisms to address volatilliy in the power markets. 

These types of price limitations and other mechanisms may adversely 

impact the profitability of Duke Energy's wholesale power marketing 

business. 

Duke Energy may be unable to secure long-term power sales 

agreements or transmission agreements, which could expose Duke 

Energy's sales to increased volatiiity. 

In the future, Duke Energy may not be able to secure long-term 

power sales agreemente to customers for Duke Energy's unregulated 

power generation facilities. If Duke Energy is unable to secure tiiese 

types of agreemente, Duke Energy's sales volumes would be exposed 

to increased volatility. Without tiie benefit of long-term customer pow

er purchase agreemente, Duke Energy cannot assure that it will be 

able to sell the power generated by Duke Energy's facilities or that 

Ouke Energy's facilities will be able to operate profitably. The inability 
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to secure these agreements could materially adversely affect Duke 

Energy's financial and operational results. 

Competition in the unregulated markets in which Duke Energy 

operates may adversely affect the growth and proTrtability of Duke 

Energy's business. 

Duke Energy may not be able to respond in a timely or effective 

manner to the many changes designed to increase competition in the 

electricity industry. To the extent competitive pressures increase, the 

economics of.Duke Energy's business may come under long-term 

pressure. 

In addition, regulatory changes have been proposed to Increase 

access to electricity transmission grids by utility and non-utility purch

asers and sellers of electricity. These changes could continue the 

disa^regation of many vertically-Integrated utilities into separate 

generation, transmission, distribution and retail businesses. As a 

result, a significant number of additional competitors could become 

active in the wholesale power generation segment of Duke Energy's 

industry. 

Duke Energy may also face competition from new competitors 

that have greater financial resources than Duke Energy does, seeking 

atijactive opportunities to acquire or develop energy assete or energy 

trading operations both in the United States and abroad. These new 

competitors may include sophisticated financial institutions, some of 

which are already entering the energy trading and marketing sector, 

and international energy players, which may enter regulated or 

unregulated energy businesses. This competition may adversely affect 

Duke Energy's ability to make investimente or acquisitions. 

Customers of Duke Energy Ohio have recently begun to select 

alternative electric generation service providers, as allowed by 

Ohio legislation. 

Under current Ohio legislation, electric generation is sold in a 

competitive mart<et in Ohio, and Duke Energy's native load customers 

in Ohio have the ability to switch to alternative suppliers for tiieir 

electric generation sen/ice. Competitive power suppliers have annou

nced intentions of supplying pcwer to Duke Energy's current 

customers in Ohio, and Duke Energy has experienced an increase In 

customer switching In tiie second half of 2009, These evolving 

market conditions may continue to impact Duke Energ/'s results of 

operations, and aiso may impact Duke Energy's ability to continue to 

apply r^ulatory accounting treatment to certain portions of Ite 

Commercial Power business segment. 

Duke E n e ^ must meet credit quality standards and there is no 

assurance that rt and its rated subsidiaries will maintain 

investment grade credit ratings. If Duke Energy or its rated 

subsidiaries are unable to maintain an investment grade credit 

rating, Duke Energy would be required under credit agreements to 

provide collateral in the forni of letters of credit or cash, which 

may materially adversely affect Duke Energy's liquidity. 

Each of Duke Energy's and ite rated subsidiaries senior 

unsecured long-term debt Is currentiy rated investment grade by 

various rating agencies, Duke Energy cannot be sure that the senior 

unsecured long-term debt of Duke Energy or ite rated subsidiaries will 

be rated investiment grade in the future. 

If the rating agencies were to rate Duke Energy or ite rated 

subsidiaries below investinent grade, the entity's borrowing coste 

would increase, perhaps significantly. In addition, Duke Energy or ite 

rated subsidiaries would likely be required to pay a higher interest rate 

in future financings, and ite potential pooi of investors and funding 

sources would likely decrease. Further, if its short-term debt rating 

were to fall, the entity's access to the commercial paper mari<et could 

be significantiy limited, Any downgrade or other event negatively 

affecting the credit ratings of Duke Energy's subsidiaries could make 

tiieir coste of borrowing higher or access to funding sources more 

limited, which in turn could increase Duke Energy's need to provide 

liquidity in the form of capital contributions or loans to such 

subsidiaries, thus reducing the liquidity and borrowing availability of 

tiie consolidated group. 

A downgrade below investment grade could also require Duke 

Energy to post additional collateral in the form of letters of credit or 

cash under various credit agreemente and trigger termination clauses 

in some interest rate derivative agreemente, which would require 

cash paymente. All ofthese events would likely reduce Duke Energy's 

liquidity and profitability and could have a material adverse effect on 

Duke Energy's financial position, resulte of operations or cash flows. 

Duke Energy relies on access to short-term money markets and 

longer-term capital mari<ets to finance Duke Energy's capital 

lequirements and support Duke Energy's liquidity needs, and 

Duke Energy's access to those markets can be adversely affected 

by a number of conditions, many of which are beyond Duke 

Energy's control. 

Duke Energy's business is financed to a large degree through 

debt and the maturity and repayment profile of debt used to finance 

investmente often does not correlate to cash flows from Duke 

Energy's assete. Accordingly, Duke Energy relies on access to both 

shori:-term money markete and longer-term capital markete as a 

source of liquidity for capital requiremente not satisfled by the cash 

flovy from DuKe Energy's operations and to fund investmente 

originally financed tiirough debt instrumente with disparate 

maturities. If Duke Energy is not able to access capital at competitive 

rates or at all, Duke Energy's ability to flnance ite operations and 

Implement ite strategy and business plan as scheduled could be 

adversely affected. An inability to access capital may limit Duke 

Energy's ability to pursue improvemente or acquisitions that Duke 

Energ/ may othenwise rely on for future growth, 

Market disruptions may increase Duke Energy's cost of borrow

ing or adversely affect Duke Energy's ability to access one or more 

financial markete. Such disruptions could include: economic 

downturns; the bankruptcy of an unrelated energy company; capita) 

market conditions generally; mart<et prices for electricity and gas; 

terrorist attacks or threatened aflacks on Duke Energy's facilities or 

unrelated energy companies; orthe overall health of the energy , 

industry. 

Duke Energ/ maintains revolving credit facilities to provide 

back-up for commercial paper programs and/or letters of credit at , 
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various entities. These facilities typically include financiai covenante 

which limit the amount of debt that can be outetanding as a percent

age of the total capitel for the specific entity. Failure to maintain these 

covenante at a particular entity could preclude Duke Energy from 

issuing commercial paper or Duke Energy and ite aflliiates from 

issuing letters of credit or borrowing under the revolving credit facility. 

Additionally, failure to comply with these financial covenants could 

result in Duke Energy being required to immediately pay down any 

outetanding amounte under other revolving credit agreemente, 

Duke Energy's investments and projects located outside of the 

United States expose Duke Energy to risks related to laws of other 

countries, taxes, economic conditions, political conditions and 

policies of foreign governments. These risks may delay or reduce 

Duke Energy's realization of value from Duke Enei^'s 

international projects. 

Duke Energy currently owns and may acquire and/or dispose of 

materialenergy-related investments and projecte outeide the United 

Stetes, The economic, regulatory, market and political conditions in 

some of the countries where Duke Energy has interests or in which 

Duke Energy may explore development, acquisition or investment 

opportuniti'es could present risks related to, among others, Duke 

Energy's ability to obtain financing on suitable terms, Duke Energy's 

custoniers' abillty'to honor their obligations with respect to projecte 

and investimente, delays in consti'uctlon, limitations on Duke Eneigy's 

ability to enforce legal righte, and intermption of business, as well as 

risks of war, expropriation, nationalization, renegotiation, trade 

sanctions or nullification of existing contracte and changes in law, 

regulations, market mles or tex policy, 

Duke Energy's investments and projects located outside of the 

United States expose Duke Energy to risks related to fluctuations 

in currency rates. These risks, and Duke Energy's activities to 

mitigate such risks, may adversely affect Duke Energy's cash flows 

and results of operations. 

Duke Energy's operations and investmente outeide the United 

Stetes expose Duke Energy to risks related to fluctuations in currency 

rates. As each Ixal currency's vajue changes relative to the U,S. 

dollar — Duke Energy's principal reporting currency — the value in 

U.S, dollar of Ouke Energy's assete and liabilities in such locality and 

the cash flows generated in such locality, expressed in U,S. dollars, 

also change. Duke Energ/'s primaty foreign currency rate exposure is 

tothe Brazilian Real, 

Duke Energy selectively mitigates some risks associated with 

foreign currency fluctuations by, among otiier things, indexing contr

acte to the U,S. dollar and/or local inflation rates, hedgng through 

debt denominated or Issued in tiie foreign currency and hedging 

through foreign currency derivatives. These efforts, however, may not 

be effective and, in some cases, may expose Duke Energy to otiier 

risks that could negatively affect Duke Energ/s cash flows and resulte 

of operations. 

Duke Energy is exposed to credit risk of tiie customers and 

counterparties with whom Duke Energy does business. 

Adverse economic conditi'ons affecting, or financial difliculties of, 

customers and counterparties with whom Duke Energy does business 

could impair the ability of these customers and counterparties to pay 

for Duke Energy's sen/ices or fulfil I their contractual obligations, inclu

ding loss recovery paymente under insurance contracte, or cause 

tiiem to delay such payments or obligations, Duke Energy depends 

on these customers and counterparties to remit paymente-on a timely 

basis. Any delay or default in payment could adversely affect Duke • 

Energy's cash flows, financial position or resulte of operations. 

Poor investment performance of pension plan holdinp and olher 

factors impacting pensk>n plan costs could unfavorably impact 

Duke Energy's liquidity and results of operations. 

Duke Energy's coste of providing non-contributory defined 

benefit pension plans are dependent upon a number of factors, such 

as the rates of retum on plan assete, discount rates, the levei of 

interest rates used to measure the required minimum funding levels 

ofthe plans, future government regulation and Duke Energy's requi

red or voluntary contributions made to the plans. While Duke Energy 

complied with the minimum funding requirements as of 

December 31 , 2009, Duke Energy has certain qualified U,S, pension 

plans witii obligations which exceeded the value of plan assete by 

approximately $471 million. Without susteined growth in the 

pension investmente over time to increase the value of Duke Ener^'s 

plan assete and depending upon tiie other factors impacting Duke 

Ener^'s l:oste as listed above, Duke Energy could be required to fund 

ite plans witii significant amounte of cash. Such cash funding 

obligations could iiave a material impact on Duke Energy's financial 

position, resulte of operations or cash fiows. 

Duke Energy is subject to numerous environmental laws and 

regutations that require significant capital expenditures, can 

increase Duke Energy's cost of operations, and which may impact 

or limit Duke Energy's business plans, or expose Duke Energy to 

environmental liatnlities. 

Duke Energy is subject to numerous environmente! laws and 

regulations affecting many aspecte of Duke Energy's present and 

future operati'ons, including air erriissions (such as reducing NO,, SOj 

and mercury emissions in the U.S., or potential future control of 

greenhouse-^s emissions), water quality, wastewater discharges, 

solid waste and hazardous waste. These laws and regulations can 

result in increased capitel, operating, and otiier coste. These laws and 

regulations generally require Duke Energy to obtein and comply with 

a wide variety of environmental licenses, permits, inspections and 

other approvals. Compliance with environmentel laws and regulations 

can require significant expenditures, including expenditures for 
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cleanup coste and damages arising out of conteminated properties, 

and failure to comply with environmental regulations may result in 

the imposition of fines, penalties and injunctive measures affecting 

operating assete. The steps Duke Energy could be required to teke to 

ensure that ite facilities are in compliance could be prohibitively 

expensive. As a result, Duke Energy may be required to shut down or 

alter tiie operation of ite facilities, which may cause Duke Energy to 

incur losses. Further, Duke Energy's regulatory rate structure and 

Duke Energy's contracte with customers may not necessarily allow 

Duke Energy to recover capitel coste Duke Energy incurs to comply 

with new environmentel regulations. Also, Duke Energy may not be 

able to obtein or maintain from time to time all required environmen

tal regulatory approvals for Duke Energy's operating assete or 

development projecte. If there is a delay in obtaining any required 

environmental regulatory approvals, if Duke Energy falls to obtein and 

comply witii them or if environmentel laws or regulations change and 

become more stringent, then the operation of Duke Energ/s facilities 

or the development of new facilities could be prevented, delayed or 

become subject to additional coste. Although it is not expected that 

the costs of complying with current environmental regulations will 

have a material adverse efl̂ ect on Duke Energy's financial position, 

resulte of operations or cash flows, no assurance can be made that 

the coste of complying with environmentel r^ulatlons In the fu^re 

will not have such an effect. 

There is growing consensus that some form of regulation will be 

forthcoming at the federal level with respect to greenhouse gas 

emissions (including COj) and such regulation could result in the 

creation of substential additi'onal costs in the form of taxes or 

emission allowances. 

The EPA also has plans to propose new federal regulations 

governing the management of coal combustion by-producte, 

including fly ash. These regulations may require Duke Energy to 

make additional capitel expenditiJres and increase Duke Energy's 

operating and maintenance coste. 

Additionally, potential other new environmental regulations, 

including the use of coal from mountein removal and water 

discharge, could require Duke Energy to make additional capitel 

expenditures and increase coste of fuel. 

In addition, Duke Energy is generally responsible for on-site 

liabilities, and in some cases ofi'-site liabilities, associated with the 

environmental condition of Duke Energy's power generation fadliti'es 

and natjral gas assete which Duke Energy has acquired or develo

ped, regardless of when tfie iiabiiities arose and whether tiiey are 

known or unknown. In connection with some acquisitions and sales 

of assete, Duke Energy may obtain, or be required to provide, 

indemnification against some environmentel liabilities. If Duke Energy 

incurs a material liability, or the other party to a transaction falls to 

meet ite indemnification obligations to Duke Energy, Duke Energy 

could suffer material losses. 

Deregulation or restructuring in the electric industry may result in 

increased competition and unrecovered costs tiiat could adversely 

affect Duke Energy's financial position, results <rf operations or 

cash flows and Duke Energy's utilities' businesses. 

Increased competition resulting from deregulation or 

resti'ucturing efforte, including from the Ener^ Policy Act of 2005, 

could have a significant adverse financial impact on Duke Energy and 

Duke Energy's utility subsidiaries and consequentiy on Ouke Energy's 

resulte of operations, financial position, or cash flows. Increased 

competition could also result in increased pressure to lower coste, 

including the cost of electricity. Retail competition and the unbund

ling of regulated ener^ and gas sen/ice could have a significant 

adverse financial impact on Duke Energy and Duke Energ/s 

subsidiaries due to an impairment of assete, a loss of retell 

customers, lower profit margins or Increased coste of capital. Duke 

Energy cannot predict the extent and timing of entry by addifional 

competitors into the electric markete. Duke Energy cannot predict 

when Duke Energy will be subject to changes in legislation or 

r^ulation, nor can Duke Energy predict the impact of these changes 

on ite financial position, resulte of operations or cash flows. 

Duke Energy is involved in numerous legal proceedings, the 

outcome of which are uncertain, and resolution adverse to Duke 

Enetgy could negatively affect Duke Eneigy's financial position, 

results of operations or cash flows. 

Duke Energy is subject to numerous legal proceedings, 

including claims for damages for bodily injuries alleged to have arisen 

prior to 1985 from the exposure to or use of asbestos at electric 

generation plante of Duke Energy Carolinas, Litigation is subject to 

many unceri:ainties and Duke Energy cannot predict the outcome of 

individual matters with assurance, it is reasonably possible that the 

final resolution of some of the matters in whicli Duke Energy is invol

ved could require Duke Energy to make additional expenditures, in 

excess of esteblished resen/es, over an extended period of time and in 

a range of amounte that could have a material effect on Duke 

Energy's cash fiows and resulte of operations, Similariy, It is 

reasonably possible that the terms of resolution could require Duke 

Energy to change Duke Energy's business practices and procedures, 

which could also have a materiai.effect on Duke Energy's cash fiows, 

financial posifion or results of operations, 

Duke Energy's results of operations may be negatively affected by 

overall maritet, economic and other conditions that are beyond 

Duke Energy's control. 

Susteined downtums or slu^'shness in the economy generally 

affect the markete in which Duke Energy operates and negatively 
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infiuence Duke Energy's energy operations. Declines in demand for 

energy as a result of economic downtums in Duke Energy's 

franchised electric seivice territories will reduce overall sales and 

lessen Duke Eners '̂s cash tiows, especially as Duke Energy's 

industrial customers reduce production and, tiierefore, consumption 

of electricity and gas. Although Duke Eneigy's franchised electric and 

gas business is subject to regulated allowable rates of retum and 

recovety of certain coste, such as fuel under periodic adjustment 

clauses, overall declines In electricity sold as a result of economic 

downturn or recession could reduce revenues and cash fiows, thus 

diminishing resulte of operations. Additionally, prolonged economic 

downtums that negatively impact Duke Energy's results of operations 

and cash fiows could result in future material impairment charges 

being recorded to write-down the carrying value of certain assete, 

including goodwill, to their respective teir values. . 

Duke Energy also sells electi'icity into tiie spot market or other 

competitive power markete on a contractual basis. With respect to 

sucti transactions, Duke Energy is not guaranteed any rate of return 

• on Duke Energy's capital investmente through mandated rates, and 

Duke Energy's revenues and resulte ofOperations are likely to 

depend, in large part, upon prevailing martlet prices in Duke Energy's 

regional markete and other competi'tive markets. These market prices 

may fiuctuate substantially over relatively short periods of time and 

could reduce Duke Energy's revenues and margins and tiiereby 

diminish Duke Energ/'s resulte of operations. 

Factors that could impact sales volumes, generafion of electricity 

and market prices at which Duke Energy is able to sell electricity are 

as follows: 

• weather conditions, including abnormally mild winter or 

summer weatiier that cause lower energy usage for heating or 

cooling purposes, respectively, and periods of low rainfall that 

decrease Duke Energy's ability to operate ite facilities In an 

economical manner; 

• supply of and demand for energy commodities; 

•illiquid markete including reductions in trading volumes which 

result in lower revenues and earnings; 

• transmission or transportati'on constrainte or Inefficiencies 

which impact Duke Energy's non-regulated energy operations; 

• availability of competitively priced alternative energy sources, 

which are preferred by some customers over electricity 

produced from coal, nuclear or gas plante, and of energy-

efficient equipment which reduces energy demand; 

• natural gas, crude oil and refined producte production levels 

and prices; 

• ability to procure satisfactory levels of inventory, such as coal 
and uranium; 

• electric generation capacity surpluses which cause Duke 

Energy's non-regulated energy plante to generate and sell less 

electi'icity at lower prices and may cause some plante to 

become non-economical to operate; and 

• capacity and transmission service into, or out of, Duke 

Energy's markete, •• . 

These factors have led to industry-wide downturns that have 

resulted In the slowing down or stopping of constmction of new 

power plante and announcements by Duke Energy and other energy 

suppliers and gas pipeline companies of plans to sell non-strategic 

assete, subject to regulatory constrainte, in order to boost liquidity or 

strengthen balance sheete. Proposed sales by other energy suppliers 

could increase the supply of tiie types of assete tiiat Duke Energy Is 

attempting to sell. In addition, recent FERC actions addressing power 

market concerns could negatively impact the marketebility of Duke 

Energy's eiectric generation assets, 

Duke Energy's operating results may fluctuate on a seasonal and 

quarteriy basis. 

Electi-ic power generation is generally a seasonal business. In 

most parts of tiie United Stetes and other markete in which Duke 

Energy operates, demand for power peaks during the warmer sum

mer months, with market prices typically peaking at that time. In 

other areas, demand for power peaks during the winter. Furtiier, 

extreme weather conditions such as heat waves or winter storms 

could cause these seasonal fluctuations to be more pronounced. As a 

result, in the future, the overall operafing resulte of Duke Energy's 

businesses may fluctuate substantially on a seasonal and quarteriy 

basis and thus make period comparison less relevant, 

Duke Energy's business is subject to extensive federal regulation 

that will affect Duke Energy's operations and costs. 

Duke Energ/ is subject to regulation by FERC, the NRC and 

various otiier federal agencies, Regjiation affecte almost every aspect 

of Duke Energy's businesses, including, among otiier things, Duke 

Energy's ability to: take fundamentel business management actions; 

determine the terms and rates of Duke Energy's transmission and 

distribution businesses' sen/ices; make acquisitions; issue equity or 

debt securities; engage in transactions between Duke Energy's utilities 

and other subsidiaries and affiliates; and tiie ability ofthe operating 

subsidiaries to pay dividends to Duke Energy, Changes to these 

regulations are ongoing, and Duke Energy cannot predict the future 

course of changes in tills regulatory environment or the ultimate effect 

that this changing regulatory environment will have on Duke Energy's 

business, However, changes in regulation (including re-regulating 

previously deregulated markete) can cause delays in or affect bua-

ness planning and transactions and can substantially increase Duke 

Energy's costs. 

New laws or r^;ulatH}ns could have a negative impact on Duke 

Energy's financial position, cash flows or results of operations. 

Changes in laws and regulations affecting Duke Energy, includ

ing new accounting standards could change the way Duke Energy is 

required to record revenues, expenses, assete and liabilities. These 

types of regulations could have a negative impact on Duke Ener^'s 

financial position, cash flows or results of operafions or access to 

capitel. 
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Potential terrorist activities or military OT other actions could 

adversely affect Duke Energy's business. 

The continued threat of terrorism and the impact of retaliatory 

military and other action by the United States and ite allies may lead 

to increased political, economic and financial market instebility and 

volatility in prices for natural gas and oi! which may materially adver

sely affect Duke Energy in ways Duke Energy cannot predict at this, 

time. In addition, foture acte of terrorism and any possible reprisals as 

a consequence of action by the United Stetes and ite allies could be 

directed against companies operating in the United States or tiieir 

international affiliates. Infrastructure and generation facilities such as 

Duke Energy's nuclear plante could be potential tergete of terrorist 

activities. The potential for terrorism has subjected Duke Energy's 

operations to increased risks and could have a material advert effect 

on Duke Energy's business. In particular, Duke Eneigy may 

experience increased capital and operating coste to implement 

increased security for ite plante, including Ite nuclear power plante 

under the NRC's design basis threat requiremente, such as additional 

physical plant security, additional security personnel or additional 

capability following a terrorist incident. 

The insurance industry has also been disrupted by these 

potential events. As a result, the availability of insurance covering 

risks Duke Energy and Duke Energy's competitors typically insure 

against may decrease. In addition, the insurance Duke Energy is able 

to obtein may have higher deductibles, higher premiums, lower 

coverage limite and more restrictive policy terms. 

Additional risks and uncertainties not currently known to Duke 

Energy or that Duke Energy currently deems to be immaterial also 

may materially adversely affect Duke Energy's financial cond'ition, 

resulte of operations or cash flows. 

ITEM IB. UNRESOLVED STAFF COMMENTS. 

None. 
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ITEM 2. PROPERTIES. 

U.S. FRANCHISED ELECTRIC AND GAS 

As of December 3 1 , 2009 , U.S, Franchised Electi'ic and Gas operated three nuclear generating stations with a combined owned capacity 

of 5,173 M W (including an approximate 19% ownership In the Catewba NuclearStation), fifl:een coal-fired stetlons witii an overall combined 

owned capacity of 13,189 MW, (including a 6 9 % ownership in the East Bend Steam Station and an approximate 5 0 % ownership in Unit 5 of 

the Gibson Steam Station), thirty-one hydroelectric stations {including two pumped-storage facilities) with a combined owned capacity of 

3 ,263 MW, fiflBen CT stations with an overall combined owned capacity of 5,047 MW and one CC station with an owned capacity of 

285 MW, The stations are located in North Carolina, South Carolina, Indiana, Ohio and Kentucky, The MW displayed in the table below are 

based on summer capacity. 

Name 

Total MW 
Capacity 

Owned MW 
Capacity Fuel Location 

Ownership 
Interest 

(percentage) 

Carolinas: 
Oconee 
Catawba'^' 
Belev/s Creek 
McGuire 
Marshall 
Bad Creek 
Lincoln CT 
Allen 
Rockingham CT 
Cliffside 
Jocassee 
Mill Creek CT 
Riverbend 
Lee 
Buck 
Cowans Ford 
Dan River 
Buzzard Roost CT 
Keowee 
LeeCT 
Riverbend CT 
Buck CT 
Dan River CT 
Other small hydro (26 plante) 

Midwest: 
Gibson*' 
Cayuga<« 
East Bendwi 
Madison CT 
Gallagher 
Woodsdale CT 
Wheatiand CT 
Wabash River̂ ^̂  
Noblesville CC 
Miami Fort (Unit 5) 
Edwardsport 
Heniy Coun^ CT 
Cayuga CT 
Miami Wabash CT 
Connersville ĈT 
Markland 

Totel 

2,538 
2,258 
2,220 
2,200 
2,078 
1,360 
1,267 
1,127 

825 
760 
730 
595 
454 
370 
369 
325 
276 
196 
152 
82 
64 
52 
48 

651 

3,132 
1,005 

600 
576 
560 
462 
460 
411 
285 
163 
160 
129 
99 
96 
86 
45 

2,538 
435 

2,220 
2,200 
2,078 
1,360 
1,257 
1,127 

825 
760 
730 
595 
454 
370 
369 
325 
276 
195 
152 
82 
64 
62 
48 

551 

2,822 
1,005 

414 
576 
560 
462 
460 
411 
285 
163 
160 
129 
99 
96 
86 
45 

Nuclear 
Nuclear 

Coal 
Nuclear 

Coal 
Hydro 

Natural gas/Fuel oil 
Coal 

Natural gas'Fuel oil 
Coal 

Hydro 
Natural gas/Fuel oil 

Coal 
Coal 
Coal 
Hydro 
Coal 

Natural gas/Fuel oil 
Hydro 

Natural gas'Fuel oil 
Natural gas/Fuel oil 
Natural gas/Fuel oil 
Natural gas'Fuel oil 

Hydro 

Coal 
Coal/Fuel oil 

Coal 
Natural gas 

Coal 
Natural gav'Propane 

Natural gas 
Coal/Fuel oil 
Natural gas 

Coal 
Coat/Fuel oil 
Natural gas 

Natural gas'Fuel oil 
Fuel oil 
Fuel oil 
Hydro 

SC • 
SC 
NC 
NC 
NC 
SC 
NC 
NC 
NC 
NC 
SC 
SC 
NC 
SC 
NC 
NC 
NC 
SC 
SC 
SC 
NC 
NC 
NC 

NOSC 

IN 
IN 
KY 
OH 
IN 
OH 
IN 
IN 
IN 
OH 
IN 
IN 
IN 
IN 
IN 
IN 

100% 
19,25 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

• 100 
100 
100 

• 90 
100 
69 

100 
100 
100 
100 
100 
100 
100 
100 

• 100 
. 100 

100 
100 
100 

29,276 26,957 

(a) This generation facility is jointly owned by Duke Energy Carolinas, along with Nortii Carolina Munidpal Power Agency Number 1, North Carolina Electric IWembersliip Corporation and 
PiedmcMiflVluniclpal Pciwer Agency, 

ft) Duke Energy Indiana owns and operates Gibson Station Units 1-4 and owns 50,05% ot Un'it 5, but isltie operator. Unit 5 is jointly owned by Duke Eneigy Indiana, Wabash Valley 
Power Association, Inc, and Indiana lyiunicipal Power Agency, 

te) Includes Cayuga Internal Comtiustion (IC), 
(d) This generation facility is jointly owned by Duke Energy Kentucky and a subsidiary of Dayton Power and Ughit, inc. 
(e) Includes Wabash River IC. 

DUKE ENERGY CORPORATION / 2009 FORM 10-K 31 



PART 

In addition, as of December 3 1 , 2009, U.S, Franchised Electric 

and Ga5 owned approximately 20,900 conductor miles of electric 

transmission lines, including 600 miles of 525 kilovolts (KV), 

1,800 miles of 345 KV, 3,300 miles of 230 KV, 8,800 miles of 

100 to 161 KV, and 6,400miles of 13 to 69 KV. U.S. Franchised 

Electric and Gas also owned approximately 151,600 conductor miles 

of electric distribution lines, including 103,200 miles of overhead 

lines and 48,400 miles of underground lines, asof December 3 1 , 

2009 and approximately 7,200 miles of gas mains and 

approximately 6,000 miles of service lines. As of December 31 , 

2009, the electric transmission and distribution systems had 

approximately 2,300 substations. U.S. Franchised Electric and Gas 

also owns two underground caverns with a total storage capacity of 

approximately 16 million gallons of liquid propane. In addition, U,S. 

Franchised Electric and Gas has access to 5,5 million gallons of 

liquid propane storage and product loan through a commercial 

sen/ices agreement with a third party. This liquid propane is used in 

the three propane/air peak shaving plants located in Ohio and 

Kentucky. Propane'sir peak shaving plants vaporize the propane and 

mix with natural gas to supplement the natural gas supply during 

peak demand periods and emergencies. 

Substantially all of U.S, Franchised Electric and Gas' electric 

plant in sen/ice is mor^aged under the indenture relating to Duke 

Energy Carolinas', Duke Energy Ohio's and Duke Energy Indiana's 

various series of First Mortgage Bonds. 

For a map showing U.S. Franchised Electric and Gas' proper

ties, see "Business — U.S. Franchised Electric and Gas" earlier in 

this section. 

COMMERCIAL POWER 

The following table provides information about Commercial Power's generation portfolio as of December 3 1 , 2009. The MW displayed in 
the table below are based on summer capacity. 

Name 

Hang'ng Rock 
Lee 
Vermillion^ 
Fayette 
Washington 
Dick's Creek 

Beckjord CT 
Miami Fort CT 
Miami Fort (Units 7 and 8)*i 
W.C. Beckjord^ 
W.M, Zimmer*^ 
J,M. Stuart<«w 
Killen^Kc) 

Conesviile'W^ î 

Total Fossil & CT 
Happy Jack 

Ocotillo 
Notrees 
North Allegheny 

Campbell Hill 
Silver Sage 

Total Renewable Energy 

Total 

Total MW 
Capacity 

1,240 
640 
640 
620 
620 
152 
212 
60 

1,000 
1,124 
1,300 
2,340 

600 
780 

11,328 
29 
59 

. 153 
70 
99 
42 

452 

11,780 

Ovyned MW 
Capacity 

1,240 

640 
480 
620 
620 
152 
212 
60 

640 
862 
605 
912 
198 
312 

7,553 
29 
59 

153 
70 
99 
42 

452 

8,005 

Plant Type 

Combined Cycle 
Simple Cycle 
Simple Cycle 

Combined Cycle 
Combined Cycle 

Simple Cycle 

Simple Cycle 
Simple Cyde 

Steam 
Steam 
Steam 
Steam 
Steam 
Steam 

Primary Fuel 

Natural gas 

Natural gas 
Natural gas 
Natural gas 
Natural gas 
Natural gas 

Fuel oil 
Fuel oil 

Coal 
Coal 
Coal 
Coal 
Coal 
Coal 

Wind 
Wind 
Wind 
Wind 
Wind 
Wind 

Location 

OH 
IL 
IN 
PA 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 

WY 
TX 
IX 
PA 
WY 
WY 

Approximate 
Ownership 

Interest 
(percentage) 

100% 
100 
75 

100 
100 
100 
100 
100 
64 

76,7 
46,5 

39 
33 
40 

. 100 
100 
100 
100 
100 
100 

(a) This generation racility is jointly owned Cy Duke Ener^ Otiio and Watjash Valley Power Association, Inc. 
(b) Tiiese generation facilities are jointly owned by Duke Energy Ohio and subsidiaries ot American Eleclric Power, Inc. and/or Dayton Power and Light, Inc, 
(c) station is not operated by Duke Energy Otiio, 

In addition to the above facilities. Commercial Power owns an 

equity interest in the 585 MW capacity Sweetwater wind projects 

located in Texas. Ctommercial Power's share in these projects is 

283 MW, 

For a map showing Commercial Power's properties, see 

"Business — Commercial Power" earlier in this section. 
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INTERNATIONAL ENERGY 

The following table provides information about Intemational Energy's generation portfolio in continuingoperations as of DecemberSl, 

2009. 

Name 
Total MW 

Capacity 
Owned MW 

Capacity Fuel Location 

Approximate 
Owners tiip 

Interest 
(percentage) 

Paranapanemâ *̂ 
Cerros Colorados 
Egenor 
DEI Guatemala 
DEI El Salvador 
Electroquil 
Aguaytia 

Total 

2,307 
576 
501 
283 
328 
192 
177 

2,114 

523 
501 
283 
295 
159 
177 

Hydro 
Hydro/Natural Gas 

Hydrcv'Diesel 

Fuel Oil/Diesel 
Fuel Oil/Diesel 

Diesel 
Natural Gas 

Brazil 

Argentina 
Peru 

Guatemala 

El Salvador 
Ecuador 

Peru 

95% 
91 

100 
100 
90 
83 

100 

4,364 4,053 

(a) Includes Canoas I and il, vAiich ia jointly owierf by Duke Enetgy and Ccvopanhia Biasileira de Wuminlo. 

International Energy also owns a 25% equity interest in NMC, 

In 2009, NMC produced approximately 1 million metric tons of 

methanol and 1 million metric tons of MTBE. Approximately 40% of 

methanol is normally used in the MTBE production. Additionally, 

International Energy owns a 25% equity interest in Attiki, which is a 

natural gas distributor within tfie geographical area of Athens, Greece, 

In December 2009, International Energy decided to abandon ite 

investment in Attiki. See Note 12 to the Consolidated Financial 

Statements, "Investments in Unconsolidated Affiliates and Related ., 

Party Transactions," for additional information. 

For additional information and a map showing International 

Energy's properties, see "Business — Intemational Energy" earlier in 

this section. 

OTHER 

Duke Energy owns approximately 5,7 million square feet of 

corporate, regional and district office space spread throughout its 

seivice territories in the Carolinas and the Midwest, Additionally, 

DukeEnergy leases approximately 1,5 million square feet of office 

space throughout the Carolinas, Midwest and in Houston, Texas. In 

February 2009, Duke Energy entered into a lease for approximately 

500,000 square feet of office space in Charlotte, North Carolina that 

will become its new corporate headquarters. 

ITEM 3. LEGAL PROCEEDINGS. 

For infonnation regarding legal proceeding, including regulatory 

and environmental matters, see Note 4 to the Consolidated Financial 

Statements, "Regulatory Matters" and Note 15 to the Consolidated 

Financial Statemente, "Commitmente and Contingencies — 

Litigation" and "Commitmente and Contingencies — Environmental," 

Brazilian Regulatory Citations. 

On September 5, 2007, the State Environmental Agency of 

Parana assessed fines against Intemational Energy of approximately 

SlO million for failure to comply with reforestation measures allegedly 

required by state r^ulatlons in Brazil. International Energy believes 

that federal law is controlling and has challenged the assessment. In 

addition. International Energy was assessed a fine by the federal 

environmental agency, IBAMA, in the amount of approximately 

$150 thousand for improper maintenance of existing reforested 

areas. International Energy believes that it has properiy maintained all 

reforested areas and is also contesting this assessment. These 

assessed fines were judged to t>e valid in the administrative court 

between June and September 2009. International Energy has 

challenged these administrative court rulings by filing three judicial 

actions for annulment between July and October 2009, 

ITEM 4 . SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS. 

No matters were submitted to a vote of Duke Energ/'s security holders during ttie fourth quarter of 2009. 
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS 
AND ISSUER PURCHASES OF EQUITY SECURITIES. 

Duke Energy's common stock is listed for trading on the New York Stock Exchange (NYSE) (ticker symbol DUK), As of Febnjary 22, 2 0 1 0 , 

friere were approximately 160,575 common stockholders of record. 

Common Stock Data by Quarter 

2009 2008 

Stock Price 
Rangei^ 

Stock Price 
Range'̂ i 

D[vldends 
Per Share High Low 

Dividends 
Per Share High Low 

First Quarter 
Second Quarter*' 
Third Quarter 
Fourth Quartet̂ w 

$0.23 $15.96 $11.72 
0.47 14.83 13.31 

— 16.02 14,10 
0.24 17.94 15.33 

Ea.22 $20,60 $17.00 
0.45 19.20 17,02 

— 19,10 16.77 
0.23 17.99 13.50 

(a) Stock prices represent the intra-day high and low stock price. 
(b) Dividends paid In September 2009 and December 2009 increased from ' 

from $0,22 per stiare to SO.23 per share. 
1.23 per share to SO.24 per share and dividends paid in September 2008 and December 2008 increased 

Duke Energy expects to continue Its policy of paying regular cash dividends; however, there is no assurance as to the amount of future 

dividends because they depend on future eamings, capital requirements, and financial condition, and are subject to declaration by the Board of 

Directors, 

Duke Energy's operating subsidiaries have certain restrictions on their ability to transfer funds in the form of dividends or loans to Duke 

Energy, See "Liquidity and Capital Resources" within "iVIanagemenfs Discussion and Analysis of Financial Condition and Results of Operations" 

for further information regarding these restrictions and their impacts on Duke Energy's liquidity. 

Issuer Purchases of Equity Securities for Fourth Quarter of 2 0 0 9 

There were no repurchases of equity securities during the fourth quarter of 2009 , 
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Stock Performance Gra[^ 

The performance graph below illustrates a five year comparison of cumulative totai retums based on an initial investment of $100 in Duke 

Energy Corporation common stock, as compared with the Standard & Poor's (S&P) 500 Stock Index and the Philadelphia Utility Index for the 

five-year period 2005 through 2009. 

. This performance chart assumes $100 invested on December 3 1 , 2004 in Duke Energy common stock, in the S&P 500 Stock Index and 

in the Philadelphia Utility Index, and that all dividends are reinvested. 

Comparison of Cumulative Five Year Total Retum 

NYSE CEO Certification 

•̂  DukeEnergy has filed the certification of ite Chief Executive Officer and Chief Rnancial Officer pursuantto Section 302 ofthe Sarbanes-

OxIey Act of 2002 as exhibite to this Annual Report on Form 10-K for the year ended December 3 1 , 2009. In May 2009, Duke Energy's Chief 

Executive Officer, as required by Section 303A.12(a) ofthe NYSE Listed Company Manual, certified to the NYSE that he was not aware of any 

violation by Duke Energy of the NYSE's corporate govemance listing standards. 
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ITEM 6. SELECTED FINANCIAL DATA.«a>(t.) 

(in millions, except per-share amounts) 2009 2008 2007 2006 2005 

Statemerrt of Operations 
Total operating revenues 
Total operating expenses 
Gains on sales of investments in commercial and multi-family real estate 
Gains (losses) on sales of other assets and other, net 

$12,731 
10,518 

— 
36 

$13,207 
10,765 

— 
69 

$12,720 
10,222 

— 
(5) 

$10,607 
9,210 

201 
223 

$ 6,906 
5,586 

191 
(55) 

Operating income 
Total other income and expenses 
Interest expense 

Income from continuing operations before income taxes 

Income tax expense from continuing operations 

Income from continuing operations 
Income (loss) from discontinued operations, net of tax 

Income before cumulative effect of change in accounting principle and extraordinary items 
Oumulative effect of change in accounting principle, net of tax and noncontrolling interest 
Extraordinary items, net of tax 

Net income 
Dividends and premiums on redemption of preferred and preference stock 
Net income (loss) attributable to noncontrolling interests 

Net income attributable to Duke Energy Corporation 

2,249 
333 
751 

1,831 
758 

1,073 
12 

1,085 

1,085 

10 

$ 1,075 

2,511 
121 
741 

1,891 
616 

1,275 
16 

1,291 

67 

1,358 

(4) 

$ 1,362 

2,493 
428 
685 

2,236 
712 

1,524 
(22) 

1,502 

1,502 

2 

$ 1,500 

1,821 
354 
632 

1,543 
450 

1,093 
783 

1,875 

1,876 

13 

$ 1,863 

1,456 
217 
381 

1,292 
375 

917 
935 

1,852 
(4) 

1,848 
12 
24 

$ 1,812 

Ratio of Eamings to Fixed C h a ^ s 
Common Stock Data 

Shares of common stock outstanding''^ 
Year-end 
Weighted average — basic 
Weighted average — diluted 

Income from continuing operations attributable to Duke Enet^ Corporation common 
shareholders 

Basic 
Diluted 

income (loss) from discontinued operations attributable to Duke Energy Corporation 
common shareholders 

Basic 
Diluted 

Eamings per share (before cumulative effect of change in accounting principle and 
extraordinary items) 

Basic 
Diluted • 

Eamings per share (from extraordinary items) 

Basic 
Diluted 

Net income attributable to Duke Energy Corporation common shareholders 

Basic 
Diluted 

Dividends per shared 
Balance Sheet 
Total assets 
Long-term debt induding capital leases, less current maturities 

3.0 3.4 3,7 2.6 2,4 

1,309 
1,293 
1,294 

$ 0.82 
0.82 

$ 0.01 
0.01 

$ 0.83 
0.83 

$ -

$ 0.83 
0.83 
0.94 

$57,040 
316,113 

$ 

$ 

$ 

$ 

$ 

1,272 
1,265 
1,267 

1.01 
1.01 

0.02 
0.01 

1.03 
1.02 

0.05, 
0,05 

1.08 
1.07 
0.90 

$53,077 
$13,250 

$ 

$ 

$ 

$ 

$ 

1,262 
1,260 
1,265 

1.21 
1.20 

(0.02) 
(0.02) 

1.19 
1.18 

— 

1,19 
1,18 
0,86 

$49,686 
$ 9,498 

$ 

$ 

$ 

$ 

$ 

1,257 
1,170 
1,188 

0,92 
0.91 

0,67 
0,66 

1,59 
1,57 

— 

1.59 
1.57 
1.26 

$68,700 
$18,118 

S 

$ 

$ 

$ 

$ 

928 
934 
970 

0.94 
0.92 

1.00 
0.96 

1,94 
1,88 

— 

1,94 
1,83 
1.17 

$54,723 
$14,547 

(a) Significant transactions reflected in the results above include: 2009 impainnent of goodwill and oilier assets (see Note 11 to the Consolidated Financial Statements, "Goodwill and 
Intangible Assets"), 2007 spin-off ofthe natural gas businesses (see Note 1 to the Consolidated Rnancial Statements, "Summaiy of Significant Accounting Policies"), 2006 merger with 
Cinergy, 2006 Crescent joint venture transaction and subsequent deconsolidation effective September 7, 2006, 2005 DENA disposition, 2005 deconsolidation of DCP IVlidstream 
effective July 1, 2005, and 2005 Duke Energy Reld Services, LLC (DEFS) sale of Texas Eastem Products Pipeline Company, LLC [TEPPCO). 
Periods prior to 2009 have been recast to reflect the adoption of the noncontrolling interest presentation provisions of Accounting Standards Codification 810 - Consolidation, v^ich was 
adcpted by Duke Energy effective January 1, 2(X)9, 
2005 increase primarily attributable to issuanceof approximately 313 million shares in connection with Duke Enet^'s merger with Cinergy. 
2007 decrease due to the spin-off of the natural gas businesses to shareholders on January 2, 2007 as dividends subsequent to the spin-off were split proportionately between Duke 
Energy and Spectra Energy such that Uie sum of the dividends of the two stand-alone companies approximated the former total dividend of Duke Energy prbr to the spin-off. 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS. 

INTRODUCTION 

Management's Discussion and Analysis siiould tie read in conju

nction with tiie Consolidated Financial Statements and Notes for the 

years ended December 31 , 2009, 2008 and 2007, 

EXECUTIVE OVERVIEW 

2009 Financial Results. 

Forthe year-ended December 3 1 , 2009, DukeEnergy 

Corporation (Duke Energy) reported net income attributable to Dul̂ e 

Energy of $1,075 million and basic and diluted earnings per share 

(EPS) of $0.83, as compared to net income attributable to Duke 

Energy of $1,362 million and basic and diluted EPS of $1.08 and 

$1.07, respectively, for the year-ended DecemberSl, 2008, Income 

from continuing operations was $1,073 million for 2009 as compa

red to $1,275 million for 2008, Total reportable segment EBIT 

(defined below in "Segment Results" section of Management's 

Discussion and Analysis of Financial Condition and Results of 

Operations) decreased to $2,713 miiiion in 2009 from 

$3,073 million in 2008, . 

See "Results of Operations" beiow for a detailed discussion of 

the consolidated results of operations, as well as a detailed discussion 

of EBIT results for each of Duke Energy's reportable business 

segments, as well as Other. 

2009 Areas of Focus and Accomplishments. 

, In 2009, management was focused on managing through the 

economic recession, investing in modernization ot Duke Energy's 

regulated infrastructure and dealing with increased competition in 

Ohio. 

Managing Through the Economic Recession and Changing 

Competitive Landscapes. 

In U.S. Franchised Electric and Gas, Duke Energy's latgest 

business segment, weather-normalized electric volumes were down 

approximately 4% when compared to 2008. This was driven prima

rily by a decrease in industrial sales volumes, which were down 

approximately 14% compared to 2008, Although industrial sales 

volumes were down year over year, industrial volumes began to show 

signs of stabilization late in 2009, On a weather-normalized basis, 

resldentiai sales volumes were slightly positive, while commercial 

sales volumes were slightly negative. l_ooking forward to 2010, 

management expects the load forecast to be relatively flat compared 

to 2009. 

In 2009, Commercial Power's operations were impacted by the 

competitive markets in Ohio, which were tri^ered by low commodity 

prices that put downward pressure on power prices. The available 

capacity and lower prices provided opportunities for native load 

customers in Ohio to switch generation suppliers. Competitive power 

suppliers l }^an supplying power to current Commercial Power native 

load customers in Ohio and Commercial Power experienced an 

increase in customer switching beginning In the second quarterof 

2009. As ofDecember 3 1 , 2009, customer switching levels 

approximated 40% of Commercial Power's native load. However, 

through Duke Energy Retail Sales (DERS), Commercial Power 

acquired approximately 60% of the switched load by offering 

customers a discount to the Electric Securily Plan (ESP) price. When 

factoring in the DERS activity. Commercial Power experienced net 

customer switching of about 15%, aJthough those native load custo-. 

mors acquired by DERS were at lower margins than customers 

sen/ed under the ESP, Additionally, DERS has been able to acquire 

new customers outside Commercial Power's native load territory. As a 

result of lower forecasted energy prices, Icwer demand lor eiectrici^ 

due to the economy and competitive pressures in Ohio, and other 

valuation factors, a non-cash goodwill impairment charge of approxi

mately $371 million was recorded by Commercial Power in the third 

quarter of 2009, 

In light of the above economic factors that impacted Duke 

Energy's business in 2009, management was focused on offeetting 

those economic pressures by successfully managing costs and 

achieving excellent operational performance. Duke Energy achieved 

significant operations and maintenance cost mitigation goals across 

its business segments and also reduced planned capital expenditures 

by approximately $200 million, which highlights Duke Energy's 

abllit/to take advantage ofthe flexibility within its capital spending 

plan. Additionally, Duke Energy's generation fleet operated at some of 

the highest levels in Duke Energy's history. These combined efforts 

allowed Duke Energy to largely mitigate the negative impact of the 

economy on its results of operations in 2009, 

Key Regulatotv Accomplishments. During 2009, Ouke Energy 

completed the following reguiatory initiatives: 

" Obtained favorable rate case outcomes In North Carolina, 

South Carolina, Ohio and Kentucky which will increase 

revenues by nearly $460 million upon full implementation, 

• Updated/enabled construction work-in-progress (CWIP) 

recovery for Duke Energy Carolinas' Cliffside Unit 5 and the 

Integrated Gasification Combined Cycle (IGCC) plant at Duke 

Energy Indiana's Edwardsport Generating Station. 

• Received approval for cost recovery mechanisms for 

save-a-watt programs in North Carolina, South Carolina and 

Ohio. Approval in Indiana is anticipated in February 2010. 

• Began deployment of SmartGrid in Ohio, along with the 

initiation of a rate rider cost recovetv mechanism, which is 

awaiting approval and a ruling Is expected in the first quarter 

of 2010. Additionally, Duke Energy was awarded a stimulus 

grantforapproximately $200 million to be used for 

reimbursement of costs related to SmartGrid, 
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• Received approvals of wind, solar and other renewable energy 
projects, which will enable Innovative renewable energy 
initiatives and help Duke Energy meet specific renewable 
energy standards over time. 

Overall, the regulatory and legislative accomplishments during 

2009 have positioned Duke Energy well for 2010 and beyond. 

Capital Expenditures and Fleet and Grid Modernization. 

Duke Eners^s strategy for meeting customer demand, while 

building a sustainable business that allows its customei^ and its 

shareholders to prosper in a carbon-constrained environment, inclu

des significant commitments to renewable energy, customer energy 

efficiency, advanced nuclear power, advanced clean-coal and high-

efficiency natural gas electric generating plants, and retirement of 

older less efficient coal-fired power plants. Due to the likelihood of 

upcoming environmental regulations, including carbon legislation, air 

poltutant regulation by the U.S. Environmental Protection Agency 

(EPA) and coal regulation, Duke Energy has been focused on 

modemizing its fleet in preparation for a low carbon future. During 

2009, Duke Energy has continued the construction of Cliffeide Unit 6 

in North Carolina and the Edwardsport IGCC piant in Indiana and 

these constaiction projects are approximately 55% complete and 

50% complete, respectively, at DecemberSl, 2009, Both are 

scheduled to be placed in sen/ice during 2012. Once in sen/ice, 

Duke Energy will begin retiring older, less efficient coal and gas-fired 

units. Additionally, Duke EnergyCarolinas has begun construction on 

a 620 megawatt (MW) combined cycle natural gas-fired generating 

facility at each of its existing Buck and Dan River Steam Stations. 

These facilities are scheduled to be placed in service in 2011 and 

2012, respectively. In conjunction with these and other capital 

projects, management is continuing its focus on reducing regulatory 

lag, which refers to the period of time between making an investment 

and earning a return and recovering that investment. In 2007, the 

Indiana Utility Regulator/ Commission (IURC) approved the timely 

recovery of initial construction cost estimates associated with the 

Edwardsport IGCC plant. The 2009 rate case settlements in 

North Carolina and South Carolina included stipulations allowing for 

the recovery in base rates of financing costs related to Cliffeide Unit 6, 

although the recoveiy is delayed In North Carolina for a one year 

period. 

Duke Energy Carolinas is also continuing to seek ail necessary 

regulatory approvals for the proposed William States Lee III 

Nuclear Station, including the December 2007 filings of a Combined 

Construction and Operating Ucense (COL) application with the 

Nuclear Regulatoiy Commission (NRC) and requests to incur up to 

$230 miliion in development costs through 2009, which were 

approved in 2008, Although these actions are necessary steps as 

management continues to pursue the option of building a new 

nuclear plant, submitting these applications does not commit Duke 

Energ/ Carolinas to build a nuclear unit. 

In 2009, Duke Energy made significant strides In adding to its 

existing renewable energy portfolio. One way Duke Energy is reducing 

its environmental footprint while meefing demand for reliable, clean 

energy is by investing in zero carbon wind power. During 2009, 

Commercial Power, through Duke Energy Generation Services 

(DEGS), brought approximately 364 MW of wind generation online 

through a combinafion of completed construction and acquisition. At 

DecemberSl, 2009, DEGS had approximately 735 MW of wind 

generation in commercial operation. The wind assets in service have 

long-term pcwer purchase agreements to sell the output to an end 

customer, Addifionally, DEGS became an owner in a biomass 

development joint venture and, in eariy 2010, announced it would 

acquire a 16 MW solar development project in San Antonio, Texas, 

Management Is also making progress on increasing the role 

energy efficiency will have in meeting customers' growing energy 

needs. Energy efficiency is considered a "fifth fuel" in the portfolio 

available to meet customers' growing needs for electricity, aiong wifii 

coai, nuclear, natural gas and renewable energy, Duhng 2009, Duke 

Energy's save-a-watt models were approved in Nortii Carolina, 

South Carolina and Ohio and Duke Energy is awaifing a decision on 

the proposed save-a-watt model in Indiana, which is expected in the 

first quarter of 2010, The save-a-watt proposal in Kentucky was 

withdrawn and will be addressed in Duke Energy Kentucky's next 

general rate case, 

Duke Energy Objectives — 2010 and beyond. 

Duke Energy will confinue to focus on operational excellence, 

shaping federal and state legislative and regulatory policy, confinued 

modernization of infrastructure and investing In renewable energy, 

including energy efficiency. The majority of future earnings are antici

pated to be contributed from U.S, Franchised Electric and Gas, which 

consists of Duke Energy's regulated businesses that currently own a 

capacity of approximately 27,000 MW of generation. The regulated 

generation portfolio consists of a mix of coal, nuclear, natural gas and 

hydroelectric generafion, with the substanfial majority of all offiie 

sales of electricity coming from coal and nuclear generation facilifies. 

The favorable rate case outcomes reached in the various jurisdicfions 

in 2009, as discussed above, will increase U.S, Franchised Electric 

and Gas' revenues by approximately $460 million upon full 

implementation. 

As a result of the downturn in the economy, Duke Energy 

experienced reductions in sales volumes in 2009, most notably 

within the industrial customer class. Management anticipates that 

recessionary pressures will confinue in 2010, resulfing in essentially 

fiat kilowatt-hour sales in both the Carolinas and the Midwest service 

territories. In order to address these pressures, management is 

focused on containing costs in 2010 and currently expects 

non-recoverable (i.e., not directly recovered via a rider or other 

mechanism) operafions and maintenance expense to be flat 

compared to 2009, due largely to sustainable reductions achieved 

during 2009, as well as certain 2010 inifiatives such as a voluntary 

severance program and office consolidafion. In addition, manage

ment will continue efforts to achieve constructive regulatory outeomes 

to reduce regulatOfy lag, induding continually reviewing the need for 

general rate case filings in certain jurisdictions in 2010 and beyond. 

Additionally, due to the competitive markets in Ohio, customer 

switching will confinue to impact the results of the Commercial 

Power business, as management currently esfimates that an Incre

mental 5% of current customer load will switch to alternative 

suppliers in 2010. Management is focused on mitigating lost volume 
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and margin erosion in 2010 through DERS efforts to acquire native 

load customers, as well as acquiring customers outside of 

Commercial Power's Ohio native load territory tiiat are currentiy 

supplied by other electi'ic generators. 

During the three-year period from 2010 through 2012, Duke 

Energy anticipates total capital expenditures of approximately 

S14 billion to $15 billion. Of this amount, approximately $5.7 billion 

is expected to \x spent on committed projects, including base load 

power plants to meet long-term growth in customer demand and to 

modemize the generation fleet, ongoing environmenlal projects, and 

nuclear fuel. Approximately $6,8 billion of capital expenditures are 

expected to be used primarily for overall system maintenance, 

customer connections, and corporate expenditures. Altiiough these 

expenditures are ultimately necessary to ensure overall system 

maintenance and reliability, ttie fiming of the expenditures may be 

influenced by broad economic conditions and customer grow/th. The 

remaining esfimated capital expenditures of approximately 

$1,2 billion to $2,7 billion are ofa discrefionary nature and relate to 

growth opportunities in which Duke Energy may invest, provided 

tiiere are opporinnlties to meet refiurn expectations along with 

assurance of constructive regulatory treatment in the regulated 

businesses, Discretionary capital primarily includes Commercial • 

Power renewable and transmission projects, projects at International 

Energy and renewable projects at U.S. Franchised Electric and Gas. 

Capitai expenditures are currently estimated to be approximately 

$5,2 billion in 2010. These expenditures are principally related to 

expansion plans, maintenance costs, environmental spending related 

to Clean Air Act (CAA) requirements and nuclearfuel, Duke Energy is 

commltisd to adding base load capacity at a reasonable price while 

modemizing the current generation facilifies by replacing older, tess 

efllcient plants with cleaner, more efficient plants, Significant expan

sion projects include the Edwardsport iGCC plant, an 825 MW coal 

unit at Duke Energy Carolinas' existing Cliffeide facility and new • 

gas-fired generafion units at Duke Energy Carolinas' existing Dan 

River and Buck Steam Stations, as well as other additions due to 

system growth. Additionally, Duke Energy is evaluafing the potential 

construction of the William States Lee III nuclear power plant in 

Cherokee County, South Carolina. 

Duke Energy anticipates capitai expenditures at Commercial 

Pcwer will primarily relate to growth opportunlfies, such as renewable 

energy generation projects and environmental control equipment, as 

well as maintenance on existing plante. Capita! expenditures at 

International Energy, which will be funded with cash held or raised 

by Intemational Energy, will primarily be for strat^ic growth 

opportunities, as well as maintenance on exisfing plants. 

With tiie exception of equity issuances to fund the dividend 

reinvestment plan and other internal plans, Duke Energy does not 

currentiy anticipate the issuance of any other common equity in the 

foreseeable future, Duke Energ/ expects to have access to liquidity in 

tiie capital markets at reasonable rates and terms in 2010. 

Additionally, Duke Energy has access to unsecured revolving credit 

faciiities, which are not restricted upon general market conditions, 

with a^regatebankcommitmentsof approximately $3.14 billion. At 

December 3 1 , 2009, Duke Energ/ has available borrowing capacity 

of approximately $1.9 billion under this facility. For further 

information related to management's assessment of liquidity and 

capital resources, Including known trends and uncertainties, see 

"Liquidity and Capital Resources" below. 

As file majorit/ of Duke Energy's anticipated future capital 

expenditures are related to its regulated operations, a risk to Duke 

Energy is the ability to recover costs related to such expansion in a 

timely manner. Energy legislation passed in Nori:h Carolina and 

South Carolina In 2007 provides, among other things, mechanisms 

for Duke Energy to recover financing costs for new nuclear or coal 

t^se load generation during the construction phase. In Indiana, Duke 

Energy has received approval to recover ite development coste for tiie 

new IGCC plant at the Edwardsport Generating Station. Duke Energy 

has received approval for nearly $260 million of future federal tax 

credits related to coste to be incurred for the modernization of Cliffeide 

Unit 6, as well as the IGCC plant in Indiana, In addition, Duke 

Energy has received general assurances from the Nori:h Carolina 

Ufilifies Commission (NCUC) that the North Carolina allocable portion 

ofdevelopmentcostsassociated with file William States Lee III 

nuclear station will be recoverable through a future rate case 

proceeding as long as the coste are deemed prudent and reasonable. 

Duke Energy does not anficipate beginning construction of the 

proposed nuciear power plant without adequate assurance of cost 

recovery from the state legislators or regulators. 

In summary, Duke Energy is coordlnafing ite futore capital 

expenditure requiremente with regulatory inifiatives in order to ensure 

adequate and timely cost recovery while continuing to provide low 

cost energy to its customers. 

Economic Factors for Duke Energy's Business. 

Duke Energy's business model provides diversification between 

stable regulated businesses like U,S. Franchised Electric and Gas and 

certain portions of Commercial Power's operations, and the tradifion-

ally higher-growth businesses like the unregulated portion of 

Commercisi Power's operations and International Energy. As was the 

case throughout much of 2009, all of Duke Energy's businesses can 

be negatively affected by sustained downtums or sluggishness in the 

economy, including low market prices of commodities, all of which 

are beyond Duke Energy's control, and couid impair Duke Energy's 

ability to meet its goals for 2010 and beyond. 

As Duke Energy experienced in 2009, declines in demand for 

electricity as a result of economic downtiJtns reduce overall electricity 

sales and have the potential to lessen Duke Energ/s cash flov\^, 

especially as industi'ial customers reduce production and, fiius, con

sumpfion of electricity, A weakening economy could also impact 

Duke Energy's customer's ability to pay, causing increased 

delinquencies, slowing collections and lead to higher than normal 

levels of accounts receivables, bad debte and financing requiremente. 

A portion of U,S. Franchised Eiectric and Gas' business risk is 

mitigated by Ite regulated allowable rates of return and recovery of fuel 

coste under fuel adjustment clauses. The ESP in Ohio also helps 

mitigate a portion ofthe nsk associated witii certain portions of 

Commercial Power's generation operafions by providing mechanisms 

for recoveiy of certain coste associated with, among other things, fuel 

and purchased power for nafive-load customers. 
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If negative mari<et conditions should persist over time and 

estimated cash fiov/s over tiie lives of Duke Energy's individual 

assete, including goodwill, do not exceed the carrying value of those 

individual assete, asset impairments may occur in the future under 

existing accounting rules and diminish resulte of operations. A change 

in management's intent about the use of individual assete (held for 

use versus held for sale) could also result in impairmente or losses, 

Duke Energy's 2010 goals can also be substantially at risk due 

to the regulafion of ite businesses. Duke Energy's businesses in the 

United States (U.S.) are subject to regulation on the federal and state 

level. Regulations, applicable to tiie electi'ic power industiy, have a 

significant impact on the nature of the businesses and the manner in 

which they operate. New legislafion and changes to regulafions are 

ongoing, including anficipated carbon legislation, and Duke Energ/ 

cannot predict the future course of changes ih the regulatory or 

political environment or the ulfimate efl'ect that any such future 

changes will have on ite business, 

Duke Energy's earnings are impacted by fluctoations in 

commodity prices. Exposure to commodity prices generates higher 

earnings volatility In the unregulated businesses as there are timing 

differences as to when such coste are recovered In rates. To mitigate 

these risks, Duke Energy enters into derivative instrumente to 

effectively hedge some, but not all, known exposures. 

Addifionally, Duke Energy's investmente and projecte located 

outeide of the United States expose Duke Energy to risks related to 

laws of other countries, taxes, economic conditions, fluctuations in 

currency rates, polifical conditions and policies of foreign govern

mente. Changes in these factors are diflicult to predict and may 

impact Duke Energy's future resulte. . . 

Duke Energy also relies on access to both short-term money 

markets and longer-term capital markete as a source of liquidity for 

capital requirements not met by cash fiow from operations. An 

inabili^ to access capital at competi'five rates or at all could adversely 

affect Duke Energy's ability to implement ite strat^y. Market disrup

tions or a downgrade of Duke Energy's credit rating may increase ite 

cost of borrowing or adversely affect ite ability to access one or more 

sources of liquidity. Additionally, there are no assurances that 

commitinente made by lenders under Duke Energy's credit facilities 

will be available if needed as a source of funding due to ongoing 

unceri:ainties in the financial sen/ices industry. 

For further information related to management's assessment of 

Duke Energy's risk factors, see Item IA. "Risk Factors." 

RESULTS OF OPERATIONS 

Consolidated Operating Revenues 

Year Ended Decemtier 31, 2009 as Compared to 

DecemberSl, 2008. Consolidated operafing revenues for 2009 

decreased approximately $476 million compared to 2008, This 

change was primarily driven by the following: 

•An approximate $725 miiiion decrease at U.S, Franchised 

Electric and Gas, See Operafing Revenue discussion within 

"Segnent Resulte" for U.S, Franchised Electric and Gas below 

for further information; and 

• An approximate $27 million decrease at Intemafional Energy., 

See Operating Revenue discussion within "Segment Resulte" 

for International Energy below for furt;her informafion. 

Partially offeetting these decreases was: 

• An approximate $288 million increase at Commercial Power. 

See Operafing Revenue discussion within "Segment Resulte" 

for Commercial Power below for further informafion. 

Year Ended Decemtier 31, 2008 as Compared to 

December 31 , 2007. Consolidated operafing revenues for 2008 

increased approximately $487 million compared to 2007. This 

change was primarily driven by the following: 

• An approximate $419 million increase at U.S. Franchised 

Electiic and Gas, See Operating Revenue discussion within 

"Segment Resulte" for U,3. Franchised Electric and Gas beiow 

for further information; and 

• An approximate $125 million increase at Intemafional Energy. 

See Operating Revenue discussion within "Segment Resulte" 

for International Energy below for further information. 

Partially offsetting these increases was: 

• An approximate $55 million decrease at Commercial Power, 

See Operating Revenue discussion within "Segment Resulte" 

for Commercial Power below for furtiier information. 

Consolidated Operating Expenses 

Year Ended December 31 , 2009 as Compared to 

Decemtier 31, 2008. Consolidated operating expenses for 2009 

decreased approximately $247 million compared to 2008. This 

change was driven primarily by the following: 

• An approximate $626 million decrease at U.S. Franchised 

Electric and Gas. See Operating Expense discussion within 

"Segment Resulte" for U.S. Franchised Electric and Gas below 

for furttier infomiation; 

• An approximate 365 million decrease at Intemational Energy, 

See Operafing Expense discussion within "Segment Resuite" 

for Intemafional Energy below for forther informafion; and 

• An approximate $40 million decrease at Other, See Operating 

Expense discussion within "S^ment Resulte" for Other below 

for further information. 

Partially offsetting these decreases was: 

• An approximate $489 million increase at Commercial Power, 

which includes approximately $413 million of impairment 

charges in 2009 primarily related to a goodwill impairment 

charge associated with fiie non-regulated generafion 

operati'ons in tiie Midwest, See Operating Expense discussion 

within "Segment Results" for Commercial Power below for 

further information. 
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Year Ended December 31, 2008 as Compared to 

December 31, 2007. Consolidated operating expenses for 200S 

increased approximately $543 million compared to 2007. Thfe 

change was driven primarily by the following: 

• An approximate $401 million increase at U.S. Franchised 

Electric and Gas, See Operating Expense discussion witiiln 

''Segment Resulte" for U,S, Franchised Electric and Gas t̂ elow 

for further information; 

'An approximate $123 million increase at International Energy, 

See Operafing Expense discussion within "Segment Resuite" 

for Intemafional Energy below for further informafion; and 

•An approximate $27 million increase at Commercial Power. 

See Operafing Expense discussion wltiiin "S^ment Resulte" 

for Commercial Power below for further information. 

Consolidated Gains (Losses) on Sales of Otiier Assets and 

Other, net 

Consolidated gains (losses) on sales of other assete and other, 

net was a gain of approximately $36 million and $69 million in 

2009 and 2008, respectively, and a loss of approximately $5 million 

for 2007, The gains and losses for all years relate primarily to sales of 

emission allowances by U,S. Franchised Electric and Gas and 

Commercial Power, 

Consolidated Operating Income 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. For 2009, consolidated operafing income 

decreased approximately $262 million compared to 2008. Drivers to 

operating income are discussed above, 

. Year Ended December 31, 2008 as Compared to 

December 31, 2007. For 2008, consolidated operafing income 

increased approximately $18 million compared to 2007, Drivers to 

operating income are discussed above. 

Other drivers to operating income are discussed above. For more 

detailed discussions, see the segment discussions tiiat follow. 

Consolidated Other Income and Expenses 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. For 2009, consolidated other income and 

expenses increased approximately $212 million compared to 2008. 

This increase was primarily driven by an increase In equit/ eamings 

of approximately $172 million due mostiy to impairment charges 

recorded by Crescent JV (Crescent) in 2008, of which Duke Energy's 

proportionate share was approximately $238 million, partially offset 

by decreased equit/ earnings from International Energy of approxi

mately $55 million primarily related to lower contributions from ite 

investiment in Nafional Metiianol Company (NMC) and losses from 

ite investment in Attiki Gas Supply S.A. (Attiki), Also, the 

mark-to-market and investment income on investmente that support 

benefit obligations and within the capfive Insurance portfolio 

increased approximatety $45 million asa resultof gains in 2009 

compared to losses in 2003, Additionally, foreign exchange impacte, 

primarily related tothe remeasurement of certain U.S. dollar 

denominated cash and debt balances at International Energy, 

resulted in gains in 2009 compared to losses in 2003 due to 

favorable foreign exchange rates, resulting in an increase of 

approximately $43 million in 2009 compared to 2008. Partially 

offsetting these increases was decreased interest income of 

approximately $53 million due primarily to lower average cash and 

short-term investment balances, an approximate $26 million charge 

in 2009 related to certain performance guarantees Duke Eneigy had 

issued on behalf of Crescent and an approximate $18 million 

Impairment charge in 2009 to write down the carrying value of 

International Energy's investinent in Attiki to ite fair value. 

Year Ended December 31, 2(J08 as Compared to 

DecemberSl. 2007. For 2008, consolidated other income and 

expenses decreased approximately $307 million compared to 2007, 

This decrease was primarily driven by a decrease in equity eamings 

of approximately $259 million due primarily to impairment charges 

recorded by Crescent, of which Duke Energy's proportionate share 

was approximately $238 million, partially ofî set by increased equity 

earnings from Intemational Energy of approximately $25 million 

primariiy related to ite investment in NMC primarily as a result of 

higher margins, an approximate $62 million decrease in interest 

income primariiy due to favorable income tax settlemente in 2007 

and lower eamings on invested cash and short-term investinent 

balances during 2008 as compared to 2007, an approximate 

$54 miliion decrease due to unfavorable investment returns and an 

approximate $34 million decrease associated witii foreign currency 

losses due primarily to losses in 2008 associated with the 

remeasurement of certain U,S: dollar denominated cash and debt 

balances at International Energy, partially offeet by an approximate 

$80 million increase in the equity component of allowance for funds 

used during construction (AFUDC) as a result of increased capitol 

spending and the absence of convertible debt charges of approxi

mately $21 million recognized in 2007 related to the spin-ofi' of 

Spectra Energy Corp. (Spectra Energy). 

Consolidated Interest Expense 

Year Ended December 31. 2009 as Compared to 

December 31, 2008. Consolidated interest expense increased 

approximately $10 million in 2009 as compared to 2008. This 

increase is primarily attributable to hi^er debt balances, partially 

offset by lower average interest rates on floating rate debt and 

commercial paper balances. 

Year Ended December 31, 2008 as Compared to 

December 31, 2007. Consolidated interest expense increased 

approximately $56 miiiion In 2008 as compared to 2007. This 

increase fe primarily attributable to higher debt balances, pari:ially 

offeet by a higher debt component of AFUDC and capitalized interest 

due to increased capital spending. 
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Consolidated Income Tax Expense from Continuing Operations 

Year Ended December 31, 2009 as Compared to 

DecemberSl. 2008. For 2009, consolidated income tax expense 

from continuing operations increased approximately $142 miliion 

compared to 2008, Altiiough pre-tax income was lower in 2009 

compared to 2008, the etfective tax rate for the year ended 

December 31 , 2009 was approximately 4 1 % compared to 33% for 

the year ended DecemberSl, 2008 due primarily to an approximate 

$371 miliion non-deductible goodwill impairment charge in 2009. 

Year Ended December 31, 2008 as Compared to 

December 31, 2007. For 2008, consolidated income tax expense 

from confinuing operations decreased approximately $96 million 

compared to 2007. This decrease primarily resulted from lower 

pre-tax income in 2008 cx)mpared to 2007, The efl̂ ective tax rate for 

the year ended December 31 , 2008 increased to approximately 33% 

compared to 32% for the year ended DecemberSl, 2007, The 

increase in the effective tax rate during 2008 is primarily attributeble 

to adjustmente related to prior year tax returns, an increase in foreign 

taxes, a decrease in the manufacturing deduction and a deferred state 

tex benefit recorded in 2007 partially of l^t by higher AFUDC equity 

and a tax benefit recorded for certain foreign restructurings. 

Consolidated Income (Loss) from Discontinued Operations, 

net of tax 

Consolidated income (loss) from disconfinued operations was 

incomeof approximately $12 million and $15 million for 2009 and 

2008, respectively, and a loss of $22 million for 2007. The 2008 

amount fe primarily comprised of Commercial Power's sale of ite 

480 MW natural gas-fired peaking generating station located near 

Brownsville, Tennessee tc? Tennessee Valley Authority, which resulted 

in anapproximate $15 million after-tax gain. 

The 2007 amount is primariiy comprised of an after-tax loss of 

approximately $18 million associated with former Duke Energy Nori:h 

America (DENA) contract settlemente, an after-tax loss of approxima

tely $8 million related to Cinergy Corp, (Cinergy) commercial 

markefing and trading operations and after-tax eamings of 

approximately $23 million related to Commercial Power's synfoel 

operations. 

Extraordinaiy Item, net of tax 

The reapplication of regulatory accounfing treatinent to certain of 

Ojmmercial Power's operations on December 17, 2008 resulted in 

an approximate $67 million after-tax (approximately $103 million 

pre-tax) extraordinary gain related to total mark-to-market losses 

previously recorded in earnings associated with open forward native 

load economic hedge contracte for fuel, purchased power and 

emission allowances, which the ESP allows to be recovered through 

a foel and purchased power rider. 

S^iment Results 

Management evaluates segment performance based on 

earnings before interest and taxes from continuing operations (exclu

ding certain allocated corporate govemance coste), after deducting 

amounte attributable to nonconti-olllng intereste related to those profite 

(EBIT). On a'segment basis, EBIT excludes discontinued operations, 

represente all profite from confinuing operations (both operating and 

non-operating) before deducting interest and taxes, and is net of the 

amounte attributable to noncontrolling intereste related to those 

profite. Cash, cash equivalente and short-term Investmente are 

managed centrally by Duke Energy, so interest and dividend income 

on those balances, as well as gains and losses on remeasurement of 

foreign currency denominated balances, are excluded from the 

segmente' EBIT. Management considers segment EBIT to be a good 

indicator of each segment's operafing performance from ite confinuing 

operations, as It represente the resulte of Duke Energy's ownership 

interest in operations without regard to financing methods or capital 

structures. 

See Note 2 to tiie Consolidated Financial Statemente, "Business 

Segmente," for a discussion of Duke Energy's segment sttuctore. 
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Duke Energy's segment EBIT may not be comparable to a similariy tified measure of another company because ofiier entities may not 

calculate EBIT In the same manner. Segment EBIT is summarized In the following table, and detailed discussions follow. . 

EBIT by Business S^iment 

Years Ended Decemt)er31, 

(in millions) 2009 

Variance 
2009 vs. 

2008 2008 

. Variance 
2008 vs. 

2007 . 2007 

U.S. Franchised Electric and Gas 
Commercial Power 
International Energy 

Total reportable segment EBIT 
aher 

Total reportable segment EBIT and other 
Interest expense 
Interest Income and ofiier^ '̂ 
Add back of noncontrolling interest component of reportable segment and Other EBIT 

Consolidated earnings from continuing operations before income taxes 

$2,321 
27 

365 

2,713 
(251) 

2,462 
(751) 
102 

18 

$1,831 

$2,398 
264 
411 

3,073 
(568) 

2,505 
(741) 
117 
10 

$1,891 

$ (77) 
(237) 

(46) 

(360) 
317 

(43) 
10 

(15) 
8 

$ (60) 

$2,305 
278. 
388 

2,971 
(260) 

2,711 
(685) 
201 

9 

$2,235 

$ 93 
(14) 
23 

102 
(303) 

(206) 
56 
(84) 

1 

$(345) 

(a) Other within Interest income anci other includes foreign curreicy transaction gains and losses and addrtional noncontrolling interest amounts not allocated to reportable segment and 
Other EBIT. 

Nonconti'olling interest amounte presented below includes only expenses and benefite related to EBIT of Duke Energy's joint ventures. It 

does not include the nonconti'olling interest component related to interest and taxes of \he \d\nt ventures. 

Segment EBIT, as discussed below, includes intercompany revenues and expenses that are eliminated in the Consolidated Financial 

Statemente, 

U.S. Franchised Electric and Gas 

. U.S. Franchised Electiic and Gas includes fiie regulated operafions of Duke Energy Carolinas, LLC (Duke Energy Carolinas), Duke Energy 

Indiana, Inc. (Duke Energy Indiana), and Duke Energy Kentucl^, Inc, (Duke Energy Kentucky) and certain regulated operations of Duke Energy 

Ohio, Inc. (Duke Energy Ohio). 

Years Ended DecemberSl, 

(in millions, except where noted) 2009 2008 

Variance 
2009 vs. 

2008 2007 

Variance 
2008 vs. 

2007 

Operating revenues 
Operating expenses 
Gains (losses) on sales of other assets and other, net 

Operating income 
Other income and expenses, net 

EBIT 

Duke Energy Carolinas' GWh salesf '̂ 
Duke Energy Midwest GWh sales'^'*" 
Net proportional MW capacity in operation'^' 

$ 9,433 
7,263 

20 

2,190 
131 

$ 2,321 

79,830 
56,753 
26,957 

$10,159 
7,889 

6 

2,276 
122 

$ 2,398 

85.476 
62,523 
27,438 

$ (726) 
(626) 

14 

(86) 
9 

$ (77) 

(5,646) 
(5,770) 

(481) 

$ 9,740 
7,488 

2,252 
53 

$ 2,305 

86,504 
64,570 
27,586 

$ 419 
401 

6 

24 
69 

$ 93 

(1,128) 
(2,047) 

(148} 

la) Gigawatt-hours (GWh), 
ib) Duke Energy Ohio (Ohio transmission and distribution only), Duke Energy Inciiana and Duke Energy Kentucky collectively referred to as Duke Energy tvlidwest within this U,S, Franchised 

Eiectric and Gas segment discussion, 
(c) Megawati (IvlW), 
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The following table shows the percent changes in GWh sales 

and average number of customers for Duke Energy Carolinas, 

Increase (decrease) over prior year 

Residential sales'^' 
General service sales^ '̂ 
industrial sales"' 
Wholesale sales 
Total Dul<e Energy Carolinas' sales'w 
Average number of customers 

2009 

(0.2)% 
(1.1)% 

(15.2)% 
(31.6)% 
(6.6)% 
0.5% 

2008 

(0,5)% 
(0.5)% 
(5.5)% 
11,9% 
(1.3)% 
1.5% 

2007 

6,5% 
5,4% 

(2,3)% 
40.9% 

4,8% 
2,0% 

(a) • Major componente oT Duke Energy Carolinas' retail sales, 
lb) Consiste of all components of Duke Energy Carblinas' sales, induding retail sales, and 

wholesale"sales to incorporated municipalities and to public and private utilities and 
power marketers. 

The following table shows the percent changes in GWh sales and 

average number of customers for Duke Energy Midwest. 

Increase (decrease) over prior year 

Residential salesf** 
General service sales'^' 
Industrial sales'^' 

Wholesale sales 
Total Duke Energy Midwest's sales'^' 
Average number of customers 

2009 

(4;3)% 
(3.5)% 

(15.0)% 
(20.8)% 

(9.2)% 
(0.3)% 

2008 

(3,0)% 
(1,2)% 
(5.5)% 
1,5% 

(3,2)% 
0,3% 

2007 

6.7% 
6.3% 

(0,4)% 
7,7% 
4,5% 
0,8% 

{al Major componente of Duke Energy Midwest's retail sales. 
(b) Consisteofallcomponentsof DukeEnergy Midwest's sales, including retail sales, and 

wholesale sales to Incorporated municipalities and to public and private ufilities and 
power marketers. 

Year Ended Decemtier 3 1 , 2009 as Compared to December 3 1 , 

2008 

Operating Revenues. 

The decrease was driven primarily by: 

• A $535 million decrease in fuel revenues (including emission 

allowances) driven primarily by decreased demand from retail 

and near-term wholesale customers and lower natural gas fuel 

rates primarily in Ohio and Kentucky, pari:ially offset by higher 

fuel rates for electi'ic retail customers. Fuel revenues represent 

sales to both retail and wholesale customers; 

•A $117 million decrease due to lower weather normalized 

sales volumes to retail customers largely reflecting the overall 

declining economic conditions in 2009, which primarily 

impacted the industriai sector; 

• A $63 million decrease in GWh and thousand cubic feet (Mcf) 

sales to retail customers due to overall milder weather 

conditions in 2009 compared to 2008. Weather statistics for 

heating d^ree days in 2009 were unfavorable in the Midwest 

but favorable in the Carolinas compared to 2008. Weather 

statistics for cooling degree days in 2009 were unfavorable in 

both the Midwest and Carolinas compared to 200S; and 

• A $30 million net decrease in wholesale power revenues, net 

of sharing, primarily due to decreased sales volumes and 

lower prices on near-term sales as a result of weak market 

conditions, partially offset by higher prices and increased sales 

volumes to customers served under certain long-term 

contracts. 

Partially offsetting these decreases was; 

• A $31 million net increase in retail rates and rate riders 

primarily due to increases in recoveries of Duke Energy 

Indiana's environmental compliance costs and the IGCC rider, 

partially offset by the expiration of the one-time increment rider 

related to merger savings that was included in Nortih Carolina 

retail rates in 2008. 

Operating Expenses. 

The decrease was driven primarily by: 

• A $541 million decrease in fuel expense (including purchased 

power and natural gas purchases for resale) primarily due to a 

lower volume of coal used in eiectric generation, lower prices 

• and volumes for natural gas purchased for resale and used in 

electric generation and reduced purchased power, partially 

offset by higher coal prices; 

• A $71 million decrease in operating and maintenance expen

ses primarily due to lower scheduled outage and maintenance 

costs at nuclear and fossil generating starions, lower power 

and gas delivery maintenance and decreased capacity coste 

due to the expiration of certain drought mitigation conti-acts in 

2008, partially offset by higher benefits costs; and 

• A $35 million decrease in depreciation and amortization due 

primarily to lower depreciation rates in the Carolinas, pari:ially 

offset by increases in depreciation due primarily to additional 

capital spending. 

Partially offsetting these decreases was: 

• A $22 million increase in property and other taxes due 

primarily to normal increases. 

Gains (Losses) on Sales of Other Assets and Other, net 

The Increase is primarily due to gains on. tine sale of nitrogen 

oxide (NO;,) emission allowances in 2009. 

Other Income and Expenses, net. 

The increase is due primarily to a higher equity component of 

AFUDC eamed from additional capital spending for ongojng construc

tion projects, partially offset by a fovorable 2008 IURC ruling. 

EBFT. 

The decrease resulted primarily from lower weather adjusted 

sales volumes, milder weather, lower wholesale power revenues, 

higher benefits costs and higher property and other taxes. These 

negarive impacts were partially offeet by decreased operation and 

maintenance costs as a result of lower outage and maintenance 

coste, lower depreciation rates in the Carolinas and overall net higher 

rates and rate riders. 
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Matters Impacting Future U.S. Franchised Electric and Gas 

Results 

U.S. Franchised Electric and Gas continues to increase the 

overall number of retail customers sen/ed, maintain low coste and 

deliver high-quality customer sen/ice in the Carolinas and Midwest; 

however, sales to all retail customer classes were negatively impacted 

by the economic downturn in 2009, particularly sales to the indus

trial sector. These trends are expected to continue for some period 

into 2010, and perhaps beyond, until the economy b^ins to recover. 

The general decline in the textile industry in the Carolinas, 

exacerbated by the stru^ing economy. Is also expected to continue 

in 2010, fueled by the expiration ot certain import limitations related 

to foreign textile producte. 

U.S. Franchised Electric and Gas evaluates tiie carrying amount 

of ite recorded goodwill for impairment on an annual basis as of 

August 31 and performs interim impairment assessmente if a trigge

ring event occurs that indicates it is more likely tiian not that the fair 

value of a reporting unit is less tiian ite carrying value. For further 

information on key assumptions that impact U,S. Franchised Electric 

and Gas' goodwill impairment assessmente, see Critical Accounting 

Policy for Goodwill Impainnent Assessmente. As of the date of the 

2009 annual impairment analysis, the fair value of U.S, Franchised 

Electric and Gas' reporting unite exceeded their respective carrying 

value, thus no goodwill impairment charges were recorded. However, 

the fair value of the Ohio Transmission'and Distribution reporting unit 

(Ohio T&D), which had a goodwill balance of approximately 

$700 million as of DecemberSl, 2009, exceeded the carrying value 

of equity by less than 15%. Management is continuing to monitor 

the impact of recent market and economic events to determine if it is 

more likely than not that the carrying value of the Ohio T&D reporting 

unit has been impaired. Should any such triggering evente or 

circumstances occur in 2010 that would more likely tiian not reduce 

the fair value of the Ohio T&D reporting unit below ite carrying value, 

management would perform an interim impairment assessment of 

tiie Ohio T&D goodwill and It is possible that a goodwill impairment 

charge could be recorded as a result of this assessment. Potential 

circumstances that could have a negative effect on the fair value of 

the Ohio T&D reporting unit include additional declines in load 

volume forecaste, changes in the weighted average cost of capital 

(WACC), changes in the timing and/or recovery of and on 

investmente in SmartGrid technology, and the success of future rate 

case filings. 

Year Ended December 3 1 , 2008 as Compared to December 3 1 , 

2007 

Operating Revenues. 

The increase was driven primarily by: 

• A $474 million increase in fuel revenues (including emission 

allowances) driven primarily by higher fuel rates in all regions 

and legislative changes that allow Duke Energy Carolinas to 

collect additional purchased power and environmental 

compliance coste from retail customers. Fuel revenues 

represent sales to both retail and wholesale customers; and 

• A $92 million increase related to substantial completion in 

2007 of the sharing of anticipated merger savings through rate 

decrement riders with regulated customers. 

Partially ofisetting these increases were: 

• A $73 million decrease in weather adjusted sales volumes to 

retail customers reflecting the overall declining economic 

conditions, which are primarily impacting the industrial sector; 

• A $53 million decrease in retail rates and rate riders primarily 

related to the new retail base rates implemented in 

North Carolina in the first quarter of 2008, net of increases in 

recoveries of Duke Energy Indiana's environmental 

compliance coste from retail customers and higher gas base 

rates implemented in the second quarter of 2008 for Duke 

Energy Ohio; and 

• A $49 million decrease in GWh and Mcf sales to retail 

customers due to milder weather in 2008 compared to 2007, 

While weather statistics for heating degree days in 2008 were 

favorable compared to 2007, this favorable impact was more 

than offset by the impact of fewer cooling degree days in 

2008 compared to 2007, 

Operating Expenses. 

The increase was driven primarily by: 

' A $441 million increase In fuel expense (including purchased 

power and natural gas purchases for resale) primarily due to 

higher coat and natural gas prices and Increased purchased 

power. This increase also reflecte a $21 million reimburse

ment in first quarter 2007 of previously incurred fuel expenses 

resulting from a settlement between Duke Energy Carolinas 

and IJ.S. Department of Justice (DOJ) resolving Duke Energy 

Carolinas' used nuclearfuel litigation against the Department 

of Energy (DOE), The settiement between the parties was 

finalized on March 5, 2007; 

•A $67 million increase in depreciation due primarily to 

additional capital spending; and 

• A $66 million increase in operating and mairitenance 

expenses primarily due to higher scheduled outage and 

maintenance coste at nuclear and fossil generating plants, 

storm coste primahly in the Midwest related to Hurricane Ike 

in September 2008 net of deferral ofa portion of the Ohio and 

Kentucky storm coste associated with Hurricane ike, increased 

capacity coste due to additional contracts that were entered 

into in iate 2007 lo ensure customer electricity needs were 

met despite ongoing drought conditions and increased power 

delivery maintenance charges to increase system reliability, 

partially offset by lower benefit coste including short-term 

incentives. 

Partially offeefl:ing these Increases was: 

• A $170 million decrease in regulatory amortization expenses, 

including approximately $187 million for tiie amortization of 
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compliance coste related to North Carolina clean air legislation, 

which was completed in 2007. This decrease was partially 

offset by the write-off in 2007 of a portion of the investment in 

the GridSouth Regional Transmission Organization (RTO) 

(approximately $17 million) per a rate order from the NCUC. 

Other Income and Expenses, net. 

The increase Is due pnmarily to the equity component of 

AFUDC due to additional capital spending for ongoing consti'uction 

projects and a favorable $25 million tURC ruling. 

EBIT. 

The increase resulted prii7iarily from decreased regulatory 

amortization, the substantial completion ofthe required rate 

reductions due to the merger with Cinergy and increased AFUDC. 

These increases were partially offset by the impacts ofthe unfavora

ble economy on sales, milder weather, additional depreciati'on as rate 

base increased during 2008, higher operation and maintenance 

costs, overall net lower retail rates and rate riders, and the 2007 DOE 

settlement. 

Commercial Power 

(in millions, except where noted) 

Operating revenues 
Operating expenses 
Gains (losses) on sales of other assets and other, net 

Operating income 
Other income and expenses, net 

EBIT 

Actual plant production, GWh 
Net proportional megawatt capacity in operation 

2009 

$ 2,114 
2,134 

12 

(8) 
35 

$ 27 

26,962 
8,005 

Years Ended December 31, 

2008 

$ 1.826 
1,645 

59 

240 
24 

$ 264 

20,199 
7,641 

Variance 
2009 vs. 

2008 

$ 288 
489 
(47) 

(248) 
11 

$ (237) 

{6.763) 
364 

2007 

$ 1,881 
1,618 

(7) 

256 
22 

$ 278 

23,702 
8.019 

Variance 
2008 vs, 

2007 

$ (55) 
27 
66 

(16) 
2 

$ (14) 

(3,503) 
(378) 

Year Ended December 3 1 , 2009 as compared to DecemberSl, 

2008 

Operating Revenues. 

The increase was primarily driven by: 

• A $98 miliion increase in retail electric revenues resulting from 

higher retail pricing principally related to implementation of the 

ESP in 2009 and the timing of fuel and purchased power 

rider collections In 2008, net of lower sales volumes driven by 

the economy and increased customer switching levels; 

• A $70 million increase in net mark-to-market revenues on 

non-qualifying power and capacity hedge contracte, consisting 

of mark-to-market losses of $2 million in 2009 compared to 

losses of $72 million in 2008; 

• A $68 million increase in revenues due to higher generation 

volumes and increased PJM capacity revenues from the 

Midwest gas-fired assete in 2009 compared to 2008; 

• A $48 million increase in wholesale electric revenues due to 

higher generation volumes and hedge realization in 2009 

compared to 2008 and margin earned from participation in 

wholesale auctions in 2009; and 

• A $25 million Increase in wind generation revenues due to 

commencement of operations of wind facilities in the third 

quarter of 2008 and additional wind generation facilities 

placed in sen/ice in 2(X)9, 

Operating Expenses. 

The increase was primarily driven by: 

•A $413 million impairment charge primarily related to 

goodwill associated with non-regulated generation operations 

in the Midwest; 

• A $55 million increase in fuel expense due to mark-to-market 

losses on non-qualifying fuel hedge contracts, consisting of 

mark-to-market losses of $58 miiiion in 2009 compared to 

losses of $3 million in 2008; 

• A $44 million increase in depreciation and administrative 

expenses associated with wind projecte placed in service in 

the third quarter of 2008 and throughout 2009, as well as the 

continued development ot the renewable business in 2009; 

• A $36 million increase in operating expenses resulting from 

depreciation expense on environmental projecte placed in 

sen/ice in the second half of 2008 and higher plant maintena

nce expenses resulting from increased plant outages in 2009 

compared to 2008; 

• A $29 million increase in retail and wholesale fuel expense 

due to higher purchased power expenses and higher long-term 

contract prices and lower realized gains on fuel hedges in 

2009 compared to 2008; and 
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• A $10 million Increase in fuel and operating expenses-for the 

Midwest gas-fir^ assete primarily due to higher generation 

volumes in 2009 compared to 2008, pajllally offset by bad 

debt resen/es recorded in 2008 associated with the Lehman 

Brother banknjptcy. 

Partially offeetting these increases was: 

• An $82 million impainnent of emission allowances due to the 

invalidation of the Clean Air Interstate Rule (CAIR) in July 

2008. 

Gains (Losses) on Sales of Other Assets and Other, net. 

The decrease in 2Ci09 compared to 2008 is attributable to 

lower gains on sales of emission allowances. 

Other /ncome and Expenses, net. 

The increase in 2009 compared to 2008 is attributable to 

higher equity eamings of unconsolidated affiliates in 2009 primarily 

as a result of a full year of equity eamings from investments held by 

Catamount Energ/ Corporation (Catamount). Catamount, which is a 

leading wind power company, was acquired in September 2008. 

Partially offeetting ttiis increase was a 2009 impairment chargeto the 

carrying value of an equity method investment. 

EBIT. 

The decrease is primariiy attributable to higher impaimient 

charges in 2009 primarily due to a goodwill impairment charge, 

partially offset t ^ a 2008 impairment charge related to emission 

allowance, increased plant maintenance expenses and fewer gains 

on sales of emission allowances. These factors were partially offset by 

higher retail revenue pricing as a result of implementation of the ESP, 

higher mar^ns from the Midwest gas-fired assete due to increased 

generation volumes and PJM capacity revenues. 

Matters Impacting Future Commercial Power Results 

Commercial Power's current strategy is focused on maintaining 

ite competitive positcn in Ohio, maximizing the returns and cash 

flows from ite current portfolio, as well as growing ite non-regulated 

renewable energy portfolio. Resulte for Commercial Power are sensi

tive to changes in power supply, power demand, fuei and power 

prices and weather, as well as dependent upon completion of energy 

asset constmction projecte and tax credits on renewable energy 

production. 

Recently, low commodity prices have put downward pressure 

on power prk;es. The available capacity and lower prices have provi

ded opportunities for customers in Ohio to switch generation 

suppliers. Canpeti'tive power ^ppliers have begun supplying power 

to current Commercial Power customers in Ohio and Commercial 

Power has e)^rienced an increase in customer switching in the 

second half of 2009, Customer switching is anticipated to continue 

in 2010 and could have a significant impact on Commercial Power's 

resulte. Additionally, these evolving market conditions may potentially 

impact Commacial Power's ability to continue to apply regulatory 

accounting treatment to certain portions of ite Commercial Power 

business segment. As of December 3 1 , 2009, Commercial Pcwer 

had regulatory assete of approximately $163 million related to under-

collections under ite ESP and mark-to-maritet losses on certain 

economic hedges. 

As discussed in Note 11 to the Consolidated Rnancial 

Statemente, "Goodwill and Intangible Assete," Commercial Power 

recorded an impairment charge in the tiiird quarter of 2(X)9 of 

approximately $371 million wittiin ite non-regulated generation 

r^xjrting unit to write down the goodwill to te implied fair value. As a 

result of this impairment charge, the canyir^ value d goodwill 

associate with the non-ri^ulated generation repor^ng unit of 

approximately $520 million is equivalent to its implied fair value. 

This impairment charge was based on a number of factors, including 

a decline in load forecast, depressed market power prices, customer 

switching and cartxtn emission legislalicm and/or EPA regulation 

developmente. Should the assumptions used related to these factors 

change in the future as a result of then market conditions, as well as 

any acceleration in the timing of carbon emission l^islation/EPA 

regulation developmente, it is possible that fijrther goodwill impair

ment charges could be reconded. For further information on key 

assumptions that impact Commercial Power's goodwill impainnent 

assessmente, see Critical Accounting Policy for Goodwill Impairment 

Assessmente. 

Year Ended December 3 1 , 2008 as compared to December 3 1 , 

2007 

Operating Revenues. 

The decrease was primarily driven by: 

• A $21 million decrease in wfrolesale electric revenues due to 

lower hedge realization and lower generation volumes 

primarily resulting from increased plant outages in 2008 

compared to 2007; 

• A $20 million decrease in net mark-to-market revenues on 

non-qualifying power and capacity hedge contracts, consisting 

d mari<-to-market losses of $72 million in 2008 compared to 

losses of $52 million in 2007; and 

" A $17 million decrease in revenues due to lower generati'on 

volumes from ttie Midwest gas-fired assete resulting from 

milder weather net of increased PJM capacity revenues in 

2CX)8 compared to 2CX}7, 

Operating Expenses. 

The increase was primarily driven by: 

• An $82 miiiion impainnent of emission altowances due to the 

invalidation ofthe CAIR in July 2008; 

• A $68 million increase in fuel expense due to mart<:-to-market 

kKses on non-qualifying fuel hedge contracte, consisting of 

mark-to-market losses of $3 million in 2008 compared to 

gains of $65 million in 2007; and 

• A $14 million increase in plant maintenance expenses resul

ting from increased plant outages in 2008 compared to 2007. 
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Partially offeeti:ing these increases were: 

• A $63 million decrease in emission aliowance expenses due 

to lower cost basis emission allowances consumed and lower 

overall emission allowance consumption due to installation of 

flue gas desulfurization equipment and lower generation volu

mes due to increased plant outages in 2008 compared to 

2007; 

• A $46 million decrease In net fuel and purchased power 

expense for retail load due to realized gains on fuel hedges 

partially offset by higher purchased power as a result of 

increased plant outages in 2008 compared to 2007; and 

• A $24 million decrease in fuel and operating expenses for the 

Midwest gas-fired assete primarily due to lower generation 

volumes and lower amortization of locked-in hedge losses in 

2008 compared to 2007, net of an approximate $15 million 

bad debt reserve related to the Lehman Bros, bankruptoy and 

higher plant maintenance expenses. 

. Gains fiossesj on Sales of Other Assets and Other, net. 

The Increase in 2008 as compared to 2007 is attributable to 

gains on sales of emission allowances in 2008 compared to losses 

on sales of emission allowances in 2007. Gains in 2008 were a 

result of sales of zero cost basis emission allowances, while losses In 

2007 were as a result of sales of emission allowances acquired in 

connection with Duke Energy's merger with Cinergy in 2006 which 

were writisn up to fair value as part of purchase accounting, 

£6/7". 

The decrease Is primarily attributable to higher mark-to-market 

losses on economic hedges due to decreasing commodity prices, tiie 

impairmentof emission allowances, lower retail and wholesale 

revenues resulting trom lower volumes due to the weakening econ

omy and plant outages. Partially offeetting these decreases were gains 

on sales of zero cost basis emission allowances, lower emission 

allowance expense due to lower cost basis emission allowances 

consumed and lower consumption due to installation of flue gas 

desulfurization equipment and lower purchase accounting expense 

primarily due to the Rate Stabilization Ran (RSP) valuation. 

International Ener^ 

(in millions, except where noted) 2009 

Years Ended D©;ember31, 

Variance 
2009 vs. 

2008 2008 

Variance 
2008 vs, 

2007 2007 

Operating revenues 
Operating expenses 
Gains (losses) on sales cf other assete and other, net 

$ 1,158 $ 1,185 
834 899 

(27) 
(65) 
(1) 

1,060 
776 

$125 
123 

1 

Operating iricome 
Other income and expenses, net 
Expense ati:ributable to noncontrolling interest 

EBIT 

Sales, GWh 
Net proportional megawatt capacity in operation 

324 
63 
22 

$ 365 

19,978 
4,053 

287 
146 
22 

$ 411 

18,066 
4,018 

37 
(83) 

$ (46) 

1,912 
35 

284 
114 

10 

$ 388-

17,127 . 
3,968 

3 
32 
12 

$ 23 

939 
50 

Year Ended December 3 1 , 2009 as Compared to December 3 1 , 

2008 

Operating Revenues. 

The decrease was driven primarily by: 

• A $41 million decrease in Peru due to unfavorable average 

hydrocarbon and spot prices; and 

• A $16 million decrease in Central America due to lower 

average sales prices and lower dispatch in El Salvador, 

partially offset by favorable hydrology in Guatemala as a result 

of drier weather. 

. Partially offeetting these decreases was: 

• A $29 million increase in Ecuador due to higher dispatch as a 

resultof drier weather. 

Operating Expenses. 

The decrease was driven primarily by: 

• An $81 million decrease in Peru due to lower purchased 

power coste, thermal generation and hydrocarbon royalty 

coste; and 

• A $55 million decrease in Ontral America due to lower tijel 

coste. 

Partially offsetting these decreases was: 

• A $31 million increase in Ecuador due to higher fuel 

consumption and the reversal of a bad debt allowance as a 

result of collection of an arbitration award in the prior year; 

• A $24 million increase in Brazil due to transmission cost 

adjustmente, partially offset by favorable exchange rates; and 
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• An $8 million increase in general and administrative expenses 

due to reorganization coste and higher legal coste. 

Other Income and Expenses, net. 

. The decrease was driven primarily by a $41 million decrease in 

equity eamings at NMC as a result of lower pricing for both methanol 

and methyl tertiary butyl ether (MTBE), partially offeet by lower 

butane coste, an approximate $18 million impairment of the invest

ment in Attiki and approximately $14 million of decreased equity 

earnings at Attiki due to lower margins and the absence of prior year 

hedge income due to hedge contract temiinations. 

EBIT. 

The decrease in EBIT was primarily due to lower equity eamings 

at NMC and Attiki, an impairment of the investinent in Attiki and 

unfavorable exchange rates and transmission adjustinente in Brazil, 

partially offset by favorable hydrology in Brazil and Central America 

and lower operating expenses in Peru, 

Matters Impacting Future Intemational Energy Results 

intemational Energy's current strategy is focused on selectively 

growing Its Latin American power generation business while conti

nuing to maximize the returns and cash flow from ite current portfolio. 

EBIT resulte for International Energy are sensitive to changes In 

hydrology, power supply, power demand, transmission and fuel 

constrainte and fuel and commodity prices. Regulatory matters can 

also impact EBIT resulte, as well as impacte from fluctuations in 

exchange rates, most notably the Brazilian Real. 

Certain of Intemational Energy's long-term sales contracte and 

long-tenn debt in Brazil contain inflation adjustinent clauses. While 

this is favorable to revenue in ttie long mn, as International Energy's 

contract prices are adjusted, there is an unfavorable impact on 

interest expense resulting from revaluation of intemational Energy's ' 

outetanding local currency debt. 

As noted above, Intemational Energy is committed to selectively 

growing ite Latin American power generation business while continu

ing to maximize the returns and cash flow from its current portfolio. 

However, International Energy periodically evaluates all of its 

businesses to ensure those businesses continue to align with ite 

overall strategies. As such. International Energy Is in the early stages 

of exploring a possible sale of certain long-lived assets in 

Latin America, The estimated fairvalue for these assete currently 

being evaluated for potential sale is less than carrying value. 

Consistent with generally accepted accounting principles (GAAP), 

write-downs to fair value have not been recorded on these long-lived 

assete as the forecasted undiscounted cash flows for the assets 

exceed the carrying value. In 2010, it is possible tiiat a write-down of 

tiie carrying value of tiiese assete to fair value could occur if a sale at 

an amount below carrying value becomes likely. 

Year Ended December 31 ,2008 as Compared to December 3 1 , 

2007 

Operating Revenues. 

The increase was driven primarily by: 

• A $60 million increase in Brazil due to higher sales prices, 

higher demand and favorable exchange rates; 

• A $49 million increase in Guatemala and El Salvador due to 

favorable sales prices partially offeet by lower dispatch; and 

• A $15 million increase in Argentina due to favorable sales 

prices as a result of higher demand. 

Operating Expenses. 

The increase was driven primarily by: 

• A $70 million increase in Guatemala and El Salvador primarily 

due to higher fijel prices; 

• A $57 million increase in Pem primarily due to higher 

purchased power, fuel coste, and royalty fees due to 

unfavorable hydrology and higher oil reference pricing; and 

•A $15 million increase in Argentina due to higher gas and 

power marketing purchases and increased fuel prices. 

Partially offeetting these increases was; 

• A $24 million decrease in Ecuador due to lower fuel 

consumption and maintenance coste as a result of lower 

thermal, dispatch and the reversal of a bad debt allowance as a 

result of collection of an ari3itration award; and 

• A $5 million deaease in Brazil due to a transmission credit 

adjustment and reversal of a bad debt allowance as a result of 

a customer settlement, partially offset by unfavorable exchange 

rates. 

Otiier Income and Expenses, net. 

The increase was driven primarily by a $16 million increase in 

equity earnings at NMC as a result of higher pricing and volumes for 

both metiianol and MTBE and approximately $9 million of increased 

equity eamings at Attiki due to a hedge termination. ' 

EBFT. 

The increase in EBIT was primarily due to higher average prices, 

increased demand, and favorable exchange rates in Brazil, higher 

MTBE and methanol margins and sales volumes at NMC; partially 

oflset by unfavorable hydrology, higher royalty fees and the lack of tiie 

2007 transmission congestion in Peru, and unfavorable resulte in 

Guatemala, primarily due to higher fuel prices and maintenance 

coste. 
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Other 

Years Ended December 31, 

Variance 
2009 vs. 

Variance 
2008 vs. 

(in millions) 

Operating revenues 
Operating expenses 
Gains (losses) on sales of other assets and other, net 

Operating income 
Other income and expenses, net 
Benefit attributable to noncontrolling interest 

EBIT 

2009 

$128 
389 

4 

(257) 
2 

(4) 

$(251) 

2008 

$ 134 
429 

3 

(292) 
(288} 
(12) 

$(568) 

2008 

$ (6) 
(40) 

1 

35 
290 

(8) 

$317 

2007 

$ 167 
467 

2 

(298) 
37 
(1) 

$(260) 

2007 

$ (33) 
(38) 

1 

6 
(325) 

(11) 

$(308) 

Year Ended December 3 1 , 2009 as Compared lo December 3 1 , 

2008 

Operating Income. 

The increase was primariiy due to favorable resulte at Duke 

Energy Trading and Marketing (DETM) and Bison Insurance 

Company Limited (Bison) and lower corporate coste, partially ofl'set 

by higher deferred compensation expense due to improved market 

performance. 

Other Income and Expenses, net. 

The increase was due primarily to impairment charges recorded 

by Crescent in 2008, for which Duke Energy's proportionate share 

was approximately $238 million, with no comparable losses in 

2009, and favorable retums on investmente that support benefit 

obligations. Part;ially offeetting these favorable variances was a 2009 

charge related to certain performance guarantees Duke Energy had 

issued on behalf of Crescent. 

EBIT. 

The increase was due primarily to prior year losses at Crescent, 

favorable resulte at Bison and DETM and lower corporate coste, 

partially offeet by a 2009 charge related to certain performance 

guarantees Duke Energy had issued on behalf of Crescent 

Matters Impacting Future Other Results 

Other's future resulte could be impacted by continued volatility 

in the debt and equity markete and other economic conditions, which 

could result in tiie recording of other-than-temporary impairment 

charges for investmente in debt and equity securities, including 

certain investmente in auction rate debt securities. Duke Energy 

analyzes all investinente in debt and equity securities to determine 

whether a decline in fair value should be considered other-than-

temporaty. Criteria used to evaluate whetiier an impairment is other-

than-temporary includes, but is not limited to, the length of time over 

which the market value has been lower than the cost basis ofthe 

investment, the percentage decline compared to the cost of the 

investment and management's intent and ability to retain ite invest

ment in the issuer for a period of time suflicient to allow for any 

anticipated recovery in market value. For investmente in debt 

securities, the other-than-temporary analysis also involves the 

consideration of underiying collateral and guarantees of principal by 

govemment entities, as well as other factors relevant to determine the 

amount of credit loss, if any, 

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 benefite offered under thte' 

plan are considered special termination beneftte under GAAP. Special 

termination benefite are measured upon employee acceptance and 

recorded immediately absent a significant retention period. If a signifi

cant retention period existe, the coste of the special termination 

benefite are recorded ratably over tiie remaining sen/ice periods ofthe 

affected employees. The window for employees to request to 

voluntarily end their employment under this plan opened on 

February 3, 2010 and closed on February 24, 2010 for 

approximately 8,400-eligible employees. For employees afl^cted by 

the consolidation of Duke Eners^s corporate functions in ChariotiE, 

North Carolina, as discussed further below, the window will close 

March 31 , 2010. Duke Energy currentiy estimates severance 

paymente associated with this voluntary plan, based on employees' 

requeste to voluntarily end their employment received through 

Febmary 24, 2010, of approximately $130 million. However, until 

management of Duke Energy approves the requeste, it resen/es tiie 

right to reject any request to volunteer based on business needs and/ 

or excessive participation, 

In addition, in January 2010, Duke Energy announced that it 

will consolidate certain corporate office functions, resulting in 

transitioning over the next two years of approximately 350 positions 

from ite oflices in ttie Midwest to ite corporate headquarters in 

Chariotte, North Carolina. Employees who do not relocate have tiie 

option to elect to participate in the voluntary plan discussed above, 

flnd a regional position within Duke Ener^ or remain with Duke 

Energy through a transition period, at which time a reduced severa

nce benefit would be paid under Duke Energy's ongoing severance 

plan. Management cannot currently estimate the costs, if any, of 

severance benefite which will be paid to ite employees due to tills 

office consolidation, 

Duke Energy believes that it is possible that the voluntary 

severance plan may ttigger settlement accounting or curtailment 

accounting with respect to ite pension and other post-retirement 

benefit plans. At tills time, management is unable to determine the 

likelihood that settlement or curtailment accounting will be triggered. 
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Additionally, Duke Energy has a 50% ownership interest in 

Crescent, a partnership for U,S. tax purposes. Crescent tiled for 

Chapter 11 Bankruptcy in a U,S. Bankmptcy Court in June 2009. 

As of December 3 1 , 2009, Duke Energy believes it is more likely 

than not that all tax benefite associated with ite investment in 

Crescent will be realized. However, the form, timing and stmcture of 

Crescent's future emergence from bankruptcy remain unresolved. 

Based on this uncertainty, as of December 31 , 2009, it is reasonably 

possible that Duke Energy could Incur a futore tax liability related to 

ite inability to fully utilize tax losses associated with ite partnership 

interest in Crescent and the resolution of Crescent's emergence from 

bankruptcy. 

Year Ended December 3 1 , 2008 as Compared to December 3 1 , 

2007 

Operating Revenues. 

The reduction was driven primarily by higher premiums eamed 

by Bison in 2007 related to the assumption of liabilities by Bison 

from other Duke Energy business unite. 

Operating Expenses. 

The reduction was primarily driven by the establishment of 

resen/es related to liabilities assumed by Bison from other Duke 

Energy business unite in 2007 with no comparable charges in 2008, 

a priof year donation to the Duke Foundation, reduced benefit costs, 

and decreased severance coste. These favorable variances were 

partially offeet by a prior year benefit related to conttact settlement 

negotiations and unfavorable property loss experience at Bison. 

Other Income and Expenses, net. 

The increase in net expense was primarily driven by 

approximately $230 million of losses at Crescent in 2008 compared 

to eamings of approximately $38 million in 2007 due to Duke 

Energy recording ite proportionate share of impairment charges 

recorded by Crescent and lower eamings as a result of tiie downturn 

in the real estate market, unfavorable retiirns on investinente related 

to executive life insurance and lower Investment income at Bison, 

partially offeet by prior year convertible debt charges of approximately 

$21 million related to the spinnofi" of Specfra Energy with no 

comparable charges in 2008, 

EBIT 

The decrease ŷ as due to Duke Energy's proportionate share of 

impairment charges recorded Ijy Crescent and lower overall earnings 

at Crescent, a prior year benefit related to conti'act settiement negotia

tions, unfavorable investment returns and unfavorable property loss 

experience at Bison, partially offeet by a prior year donation to Duke 

Foundation, prior year convertible debt charges, decreased severance 

coste and reduced tKnefite coste. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The application ot accounting policies and estimates is an 

Important process that continues to evolve as Duke Energy's 

operations change and accounting guidance evolves. Duke Energy 

has identified a number of critical accounting policies and estimates 

that require the use of significant estimates and judgmente. 

Management bases Ite estimates and judgmente on historical 

experience and on ottier various assumptions that tiiey believe are 

reasonable at the time of application. The estimates and judgmente 

may change as time pass^ and more infbrmation about Duke Energy's 

environment becomes available. If estimates and judgmente are 

different than tiie actoal amounte recorded, adjustinente are made in 

subsequent periods to take into consideration the new information, 

Duke Energy discusses ite critical accounting policies and estimates and 

otiier signiflcant accounting policies witii senior members of 

management and the audit committee, as appropriate, Duke Energ/s 

criti'cal accounting policies and estimates are discussed below. 

R^ulatoiy Accounting 

C;eriain of Duke Energy's regulated operations (primarily tiie 

majority of U.S. Franchised Electric and Gas and certain portions of 

Commercial Power), meet the criteria for application of regulatory 

accounting treatment As a result, Duke Energy records assete and 

liabilities that result from the regulated ratemaking process that would 

not be recorded under GAAP in the U.S. for non-regulated entities. 

Regulatory assete generally represent incurred coste tiiat have been ' 

deferred because such costs are probable of future recovery in custo

mer rates. Regulatory liabilities generally represent obligati'ons to 

make refunds to customers for previous collections for costs that 

either are not likely to or have yet to be incurred, Management 

continually assesses whettier the regulatory assete are probable of 

future recovery by considering factors such as applicable regulatory 

environment changes, historical regulatory treatment for similar coste 

In Duke Energy's jurisdictions, recent rate orders to other regulated 

entities, and the status of any pending or potential der^ulation 

legislation. Based on tills continual assessment, management 

believes the existing regulatory assete are probable of recovery. This 

assessment reflecte tiie current political and regulatory climate at the 

state and federal levels, and is subject to change In the futijre, If 

future recovery of coste ceases to be probable, the asset write-offs 

would be required to be recognized In operating income. Additionally, 

the regulatory agencies can provide flexibility in the manner and 

timing of the depreciation of property, plant and equipment, 

recognition of nuclear decommissioning coste and amortization of 

regulatory assete. Totel regulatory assete were $3,886 million as of 

December 3 1 , 2009 and $4,077 million as of DecemberSl, 2008, 

Totel regulatory liabilities were $3,108 million as of DecemberSl, 

2009 and $2,678 million as of December 31 , 2008, For further 

information, see Note 4 to tfie Consolidated Financial Statemente, 

"Regulatory Matters," 
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In order to apply regulatory accounting treatinent and record 

regulatory assete and liabilities, certain criteria must be met. In 

determining whether ttie criteria are met for ite operations, manage

ment makes significant judgmente, including determining whether 

revenue rates for sen/ices provided to customers-are subject to 

approval by an independent, tiiird-party regulator, whether the 

regulated rates are designed to recover specific coste of providing the 

regulated sen/ice, and a determination of whetiier, in view of the 

demand for tiie regulated sen/ices and the level of competition, it is 

reasonable to assume that rates set at levels that will recover the 

operations' coste can be charged to and collected from customers. 

This final criterion requires consideration of anticipated changes in 

levels of demand or competition, direct and indirect, during tiie 

recovery period for any capitalized coste. If facts and circumstances 

change so that a portion of Duke Energy's regulated operations meet 

all of the scope criteria when such criteria had not been previously 

met, regulatory accounting freatment would be reapplied to all or a 

separable portion ofthe operations. Such reapplication includes. . 

adjusting the balance sheet for amounte that meet the definition of a 

regulatory asset or regulatory liability. 

Commercial Power owns, operates and manages power plante 

in the Midwestern United States, Commercial Power's generation 

asset fleet conslste of Duke Energy Ohio's generation in Ohio, 

primarily coal-fired assete, that are dedicated to sen/e Ohio native 

load customers (native load), as well as wholesale customers to the 

extent tiiere is excess generation, and five Midwestern gas-fired . 

non-regulated generation assete that are not dedicated to sen/e Ohio 

native load customers (non-native). The non-native generation opera

tions do not qualify for regulatory accounting treatment as these 

operations do not meet the scope criteria. Most of ttie generation 

asset native load output in Ohio was contracted throu^ the RSP 

tiirough December S l , 2008. As discussed further in tiie notes to the 

Consolidated Financial Stetemente, specifically Note 1, "Summarj/ of 

Significant Accounting Policies" and Note 4, "Regulatory Matters", 

beginning on December 17, 2008, Commercial Power began 

applying regulatory accounting ti-eatment to certain portions of Ite . 

native load operations due.to the passing of Ohio Senate Bill 221 

(SB 221) and the approval of the ESP, However, other portions of 

Commercial Power's native load operations continue to not qualify for 

regulatory accounting treatment, as certain coste of the native load 

operations do not result in a rate structure designed to recover the . 

specific coste of that portion of the operati'ons. Despite certain 

portions of the Ohio native load operations not qualifying for 

re^iatory accounting treatment, al! of Ctommercial Power's Ohio 

native load operations' rates are subject to approval by ttie PUCO, 

and tiius these operations are referred to here-in as Commercial 

Power's regulated operations. Moreover, generation remains a 

competitive rnarket in Ohio and native load customers continue to 

have the ability to switch to altemative suppliers for their electric 

generation service. As customers switch, there is a risk that some or 

all of &)mmercial Power's regulatory assete will not be recovered 

through the esteblished riders. Duke Energy will continue to monitor 

the amount of native load customers that have switched to altemative 

suppliers, when assessing the recoverability of ite regulatory assete 

esteblished for ite native load generation operations. At DecemberSl, 

2009, management has concluded that the esteblished regulatory 

assete of approximately $163 million are still probable of recovery 

even thou^ there have been increased levels of customer switching. 

No other operations within Commercial Power, and no opera

tions within the Intemational Energy business segment, qualify for 

regulatory accounting ti'eatment. 

The substantial majority of U,S. Franchised Electric and Gas's . 

operations qualify for regulatory accounting treatment and thus ite 

coste of business and related revenues can result in the recording of . 

regulatory assete and liabilities, as described above. 

Goodwill Impairment Assessments 

At December 31, 2009 and 2008, Duke Energy had goodwill 

balances of $4,350 million and $4,720 million, respectively. At 

DecemberSl, 2009, the goodwill balances at tiie segment level were 

$3,483 million at U.S, Franchised Electric and Gas, $569 million at 

Commercial Power, and $298 million at International Eners'. The 

majority of Duke Energy's goodwill relates to ttie acquisition of Cinergy 

in April 2006, whose assete are primarily included in Uie U.S. 

Franchised Electric and Gas and Commercial Power segmente. 

(^mmercial Power also has approximately $70 million of goodwill that 

resulted from the September 2008 acquisition of Clatamount, a leading 

wind power company located in Rutland, Vermont. As of the 

acquisition date, Duke Energy allocates goodwill to a reporting unit, 

which Duke Energy defines as an operating segment or one level below 

an operating segment 

Duke Energy fe required to perform an annual goodwill 

impairment test at the reporting unit level as of the same date each 

year and, accordingly, performs ite annual impairment testing of 

goodwill for all reporting unite as of August 31 each year, Duke 

Energy updates tiie test between annual teste if evente or circumsten

ces occur that would more likely ttian not reduce the fair value of a 

reporting unit below ite carrying value. The annual analysis of ttie 

potential impairment of goodwill requires a two step process. Step 

one ofthe impairment test involves comparing the fair values of 

reporting units with their a^regate carrying values, including 

goodwill. If ttie carrying amount of a reporting unit exceeds the 

reporting unit's fair value, step two must be performed to detennine 

the amount, if any, of the goodwill impairment loss. If the carr/ing 

amount is less than fair value, further testing of goodwill impairment 

is not performed. Duke Energy did not record any impairment on ite 

goodwill as a result of the 2008 or 2007 impairment teste. 

Step two of tiie goodwill impairment test irrvolves comparing tiie 

implied fair value ofthe reporting unit's goodwill against the carrying 

value of the goodwill. Under step two, determining the implied fair 

value of goodwill requires the valuation ofa reporting unit's 

identifiable tangible and intangible assete and liabilities as if the 

reporting unit had been acquired 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 tiie net fair value of all 

identifiable assete and liabilities represents the implied fair value of 

goodwill. The goodwill impairment charge, if any, would be tiie 

diflference between the carrying amount of goodwill and the implied 

fair value of goodwill upon the completion of step two. 
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For purposes of the step one analyses, determination of repor

ring unite' fair value was based on a combination of the income 

approach, which estimates the fair value of Duke Energy's reporting 

unite based on estimated discounted foture cash flows, and the 

market approach, which estimates the fair value of Duke Energ/'s 

reporting unite based on market comparables within the utility and 

energy industries. Based on completion of step one of the 2009 

annual impairment teste, management determined that the fair 

values of all reporting unite except for Commercial Power's 

non-reguiated Midwest generation reporting unit, for which the 

carrying value of goodwill was approximately $890 million as of the 

annual impairment testing date, were greater than their respective 

carrying values. Accordingly, for only Commercial Power's 

non-regulated Midwest generation reporting unit, management was 

required to perform step tv\'o of the goodwill impairment test to 

determine ttie amount of the goodwill impairment. 

Commercial Power's non-regulated Midwest generation 

reporting unit includes neariy 4,000 MW of coal-fired generation 

capacity in Ohio dedicated to sen/e Ohio native load customers under 

the ESP through DecemberSl, 2011. These assete, as excess 

capacity allows, also generate revenues through sales outeide the 

native load customer base, and such revenue is termed non-native, 

Additionally, this reporting unit has approximately 3,600 MW of 

gas-fired generation capacity in Ohio, Pennsylvania, Illinois and 

Indiana, The businesses within Commercial Power's non-regulated 

Midwest generati'on reporting unit operate in an unregulated environ

ment in Ohio. As a result, tiie operations within this reporting unit are 

subjected to competitive pressures that do not exist in any of Duke 

Energy's regulated jurisdictions. 

Commercial Power's other businesses, including the wind 

generation assete, are in a separate reporting unit for goodwill impair

ment testing purposes. No impairment existe with respect to 

Commercial Power's wind generation assete. 

The fair value of the non-regulated Midwest generation reporting 

unit is impacted by a multitude of factors. Including current and 

forecasted customer demand, current and forecasted power;and 

commodity prices, impact of tiie economy on discount rates, valua

tion of peer companies, competition, and regulatory and legislative 

developmente. Management's assumptions and views ofthese 

factors continually evolves, and such views and assumptions used in 

determining the step one fair value of the reporting unit in 2009 

changed slgnlficantty from those used in the 2008 annual 

impairment test. These factors had a significant impact on the risk-

adjusted discount rate and other inpute used to value the 

non-reflated Midwest generation reporting unit. These factors 

significantly impacted management's valuation of the reporting unit, 

and consequently resulted in an approximate $371 million goodwill 

impairment charge in 2009. 

As noted above, for purposes of the step one analyses, 

determination of the reporting unite' fair values was based on a 

combination ofthe income approach, which estimates the fair value 

of Duke Energy's reporting units based on discounted future cash 

flows, and the market approach, which estimates the fair value of 

Duke Energy's report:ing unite based on market comparables within 

the utility and energy indusfries. Key assumptions used in the income 

approach analyses for the U.S. Franchised Electric and Gas reporting 

unite include, but are not limited to, ttie use of an appropriate 

discount rate, estimated future cash flows and estimated run rates of 

operation, maintenance, and general and adminisfrative coste. In 

estimating cash flows, Duke Energy incorporates expected growth 

rates, regulatory stability and ability to renew contracte, as well as 

other factors. Into ite revenue and expense forecaste. • 

Estimated foture cash fiows under the income approach are 

based to a large extent on Duke Energy's intemal business plan, and 

adjusted as appropriate tor Duke Energy's views ot market participant 

assumptions. In addition to the factors noted above for tiie 

Commercial Power non-regulated Midwest generation reporting unit, 

Duke Energy's internal business plan reflecte management's assump

tions related to customer usage and attrition based on intemal date 

and economic date obtained from third party sources, as well as 

projected commodity pricing date. The business plan assumes the 

xcurrence of certain evente in the future, such as the outcome of 

future rate filings, future approved rates of returns on equity, anticipa

ted earnings/returns related to significant futore capital investinente, 

continued recoveiy of cost of sen/ice and the renewal of certain 

contracte. Management also makes assumptions regarding the run 

rate of operation, maintenance and general and administrative coste 

based on the expected outcome of the aforementioned evente. Should 

the actual outcome of some or all of these assumptions differ signific

antly from the current assumptions, revisions to current cash flow 

assumptions could cause the fair value of Duke Energy's reporting 

unite to be significantiy different in future periods. 

One of the most significant assumptions tiiat Duke Energy 

utilizes in determining the fair value of ite reporting unite under ttie 

income approach is the discount rate applied to ttie estimated futore 

cash flows. Management determines the appropriate discount rate for 

each of ite reporting units based on ttie weighted average cost of 

capitel (WACC) for each individual reporting unit The WACC takes 

into account both the cost of equity and pre-tex cost of debt In calcu

lating the WACCs, Duke Energy considered implied WACC's for 

certain peer companies in determining the appropriate WACC rates to 

use. As each reporting unit has a different risk profile based on the 

nature of ite operations. Including factors such as regulation, the 

WACC for each reporting unit may differ. Accordingly, the WACCs 

were adjusted, as appropriate, to account for company speciflc risk 

premiums. For example, transmission and disfribution reporting unite 

generally would have a lower rampany specific risl< premium as they 

do not have the higher level of risk associated with owning and 

operating generation assete nor do tiiey have significant construction 

risk or risk associated with potential future cartxin legislation or 

carbon regulation. The discount rates used for calculating the fair 

values as of August 3 1 , 2009 tor each of Duke Energy's domestic 

reporti'ng unite were commensurate with the risks associated with . 

each reporting unit and ranged from 6.0% to 9.0%. For Duke 

Energy's international operations, a base discount rate of 8.5% was 

used, with specific adders used for each separate jurisdiction in 

which Intemational Energy operates to reflect the differing risk profiles 

of the jurisdictions and countries. This resulted in discount rates for 

the August 31 , 2009 goodwill impairment test for the intemational 

operati'ons ranging from approximately 9,5% to 13,5%. 
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Another significant assumption that Duke Energy utilizes in 

determining the fair value of ite reporting unite under the income 

approach Is the long-term growtii rate of the businesses for purposes 

of determining a terminal value at the end ofthe discrete forecast 

period. A long-term growrth rate of three percent was used in the 

valuations of all of the U.S. Franchised Electric and Gas reporting 

unite, reflecting the median long-term inflation rate and the significant 

capital investinente forecasted for ali of tiie U.S. Franchised Electric 

and Gas reporting unite, A long-term growth rate of two percent was 

used in the valuation of the Commercial Power non-regulated 

Midwest generation reporting unit given the finite lives ofthe unr^u-

lated generation power plante and current absence of plans to 

reinvest in the unregulated generation assete. 

These underlying assumpfions and estimates are made as of a 

point in time; subsequent changes, particulariy changes in the 

discount rates or growth rates inherent In management's estimates of 

futiJre cash flows, could result in a future impairment charge to 

goodwill. Management continues to remain alert for any indicators 

that the fair value of a reporting unit could be beiow book value and 

will assess goodwill for impairment as appropriate. 

As discussed atxive, with the exception of the Commercial 

Power non-regulated Midwest generation reporting unit, the impair

ment teste as of August S l , 2009 did not indicate that the fair value 

of any of Duke Energy's reporting unite were less tiian ite book value. 

For these reporting unite, the estimated fair value of equity exceeded 

the carrying value of equity by over 15%, with tiie exception of 

U,S. Franchised Electric and Gas's Ohio T&D reporting unit. As of 

December 31,2009, the Ohio T&D reporting unit had a goodwill 

balance of approximately $700 million. Potential circumstances that 

could have a negative effect on ttie fairvalue of the Ohio T&D 

reporting unit include additional declines in load volume forecaste, 

changes in the WACC, changes in the fiming and/or recovery ofand . 

on investmente In SmartGrid technology, and the success of future 

rate case filings. 

As an overall test of the reasonableness of tiie estimated fair 

values of the reporting unite, Duke Energy reconciled the combined 

fair value estimates of ite reporting unite to ite market capltellzation as 

of AugustSl, 2009. The reconciliation confimied that the fair values 

were reasonably representetive of market views when applying a 

reasonable confrol premium to the market capltellzation. Additionally, 

Duke Energy would perform an interim impaimient assessment 

should any evente occur or circumstances change tiiat would more 

likely tiian not reduce the fair value of a reporting unit below ite 

carrying value. Subsequent to August 3 1 , 2009, management did 

not identify any indicators of potential impairment that required an 

update to the annual impairment test The majority of Duke Energy's 

business is in environmente that are eittier foify or partially rate-

r^ulated. In such environmente, revenue requiremente are adjusted 

periodically by regulators based on factors including levels of coste, 

sales volumes and coste of capitel, Accordin^y, Duke Energy's 

regulated utilities operate to some degree witii a buffer from the direct 

effecte, positive or negative, of significant swings in market or 

economic conditions. Additionally, with respect to the Commercial 

PovVer non-r^ulated Midwest generation reporting unit, the Ohio 

generation assete have begun to be negatively impacted by increased 

competition. However, the eflecte of increased competition in Ohio 

were appropriately considered in the August 3 1 , 2009 valuation of 

the reporting unit, and subsequent to August 31 , 2009 management 

did not identify any indicators of potential impairment ttiat required 

an update to the annual impairment test. However, management will 

continue to monitor changes in the business, as well as overall 

market condifions and economic factors tiiat could require additi'onal 

impairment teste, 

Revenue Recf^it ion 

Revenues on sales of electricity and gas are recognized when 

either the sen/ice fe provided or tiie product is delivered, Operating 

revenues include unbilled electric and gas revenues earned when 

service has been delivered but not billed by the end of the accounting 

period. Unbilled retail revenues are estimated by applying an average 

revenue per kilowatt-hour (kWh) or per Mcf for all customer classes 

to the number of estimated kWh or Mcfe delivered but not billed. 

Unbilled wholesale energy revenues are calculated by applying the 

contractual rate per megawatt-hour (MWh) to the number of estima

ted MWh delivered but not yet billed, Unbilled wholesale demand 

revenues are calculated by applying the contractual rate per MW to 

ttie MW volume delivered but not yet billed. The amount of unbilled 

revenues can vary significantiy from period to period as a result of 

numerous factors, including seasonality, weather, customer usage 

pattems and customer mix. Unbilled revenues, which are primarily 

recorded as Receivables on the Consolidated Balance Sheete and 

exclude receivables sold to Cinergy Receivables Company, LLC 

(Cinergy Receivables), were approximately $460 million and 

$390 million at DecemberSl, 2009 and 2008, respectively. 

Additionally, Duke Energy Ohio, Duke Energy Kentucky and Duke 

Energy Indiana sell, on a revolving basfe, neariy all oftheir retell 

accounte receivable and a portion of their wholesale accounts 

receivable and related collections to Cinergy Receivables, a 

bankruptcy remote, special purpose entity that is a wholly-owned 

limited liability company of Cinerg, a wholly-owned subsidiary of 

Duke Energy. The securitization transaction was structored to meet 

tiie criteria for sale accounting treatment under the accounting 

guidance for transfers and sen/icing of financial assete and, 

accordingly, tiie fransfers of receivables are accounted for as sales. 

Receivables for unbilled retell and wholesale revenues of 

approximately $238 million and $266 million at December 3 1 , 

2009 and 2008, respectively, were included in the sales of accounte 

receivables to Cinerg/Receivables, Effective January 1, 2010, Duke 

Energy began consoiidating Cinergy Receivables as a result of the 

adoption of new accounting rules, under which tiie criteria for sale 

accounting treatment is not met 

Accounting for Loss Contingencies 

Duke Ener©/ fe involved in certain legal and environmentel 

matters that arise in the normal course of business. In tiie preparation 

of its consolidated financial statements, management makes 

judgmente regarding the future outcome of contingent evente and 

records a loss contingency when it is determined that it is probable 

that a loss has occurred and the amount of the loss can be reasona

bly estimated. Management regulariy reviews current information 
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available to determine whether such accmals should be adjusted and 

whether new accruafe are required. Estimating probable losses 

requires analysis of multiple forecaste and scenarios that often 

depend on judgments about potential actions by third parties, such 

as federal, stete and local courts and other regulators. Contingent 

liabilities are oflen resolved over long periods of time. Amounte 

recorded in ttie consolidated financial stetemente may differ from the 

actual outcome once the contingency is resolved, which could have a 

material impact on future resulte of operations, financial position and 

cash flov^ of Duke Energ/, 

Duke Energy has experienced numerous claims for indemnifi

cation and medical cost reimbursement relating to damages for bodily 

injuries alleged to have arisen from the exposure to or use of asbestos 

in connection with constaiction and maintenance activiti^ 

conducted by Duke Energy Carolinas on ite elecfric generation plante 

prior te 1985. 

Amounte recognized as asbestos-related resen/es related to 

Duke Energy Carolinas in the Consolidated Balance Sheets toteled. 

approximately $980 million and $1,031 million asof DecemberSl, 

2009 and 2008, respecti'vely, and are classifled in Other within 

Deferred Credite and Other Liabilities and Other within Current 

Liabilities. These reserves are based upon the minimum amount in 

Duke Energy's ttest estimate of ttie range of loss for current and future 

asbestos claims through 2027. Management believes that It is • 

possible tiiere will be additional claims filed against Duke Energy . 

Carolinas after 2027. In light of the uncertainties inherent in a longer-

term forecast, management does not believe that tiiey can reasonably 

estimate the indemnity and medical coste that might be incurred after 

2027 related to such potential claims. Asbestos-related loss estimates 

incorporate anticipated inflation, if applicable, and are recorded on an 

undiscounted baste. These reserves are based upon current estimates 

and are subject to greater uncertainty as tiie projection period lengt

hens, A significant upward or downward trend in the number of 

claims tiled, 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 frial, A federal 

legislative solution, forther state tort refonn or structured settlement 

transactions could also change the estimated liability. Given the 

uncertainties associated with projecting matters into the future and 

numerous other factors outeide our control, management believes 

that it is possible Duke Energy Carolinas may incur asbestos liabilities 

in e?!cess of the recorded reserves. 

Duke Energy 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 Energy Carolines' cumulative paymente began to exceed the 

self Insurance retention on ite insurance policy during tiie second, 

quarterof 2008, Future paymente up to the policy limit will be 

reimbursed by Duke Energy's fritrd party insurance carrier. The • 

insurance policy limit for potential future insurance recoveries for 

indemniflcation and medical cost claim paymente is $1,051 million 

in e>;ces3 of the self insured retention. Insurance recoveries of appro

ximately $984 million and $1,032 million related to this policy are 

classified in the Consolidated Balance Sheete in Other within 

Investimente and Qther Assete and Receivables as of December 3 1 , 

2009 and 2008, respectively. Duke Energy is not aware of any 

uncertainties regarding the legal sufliciency of insurance claims. 

Management believes the insurance recovery asset is probable of 

recovery as the insurance carrier continues to have a strong financial 

strength rating. 

For further information, see Note 16 to the Consolidated 

Financial Statements, "Commitmente and Contingencies," 

Accounting for Income Taxes 

Signiflcant management judgment is required in determining 

Duke Energy's provision for income texes, deferred tex assete and 

liabiliti'es and the valuation recorded against Duke Energy's net 

deferred tax assete, if any, 

Defened tex assete and liabilities are recognized for the future 

tex consequences attributeble to differences between the book basis 

and tex basis of assete and liabilities. Deferred tex assete and liabiliti

es are measured using enacted tax rates expected to apply to taxable 

income in the years in which those temporary differences are 

expected to be recovered or settled. The probability of realizing 

deferred tax assets is based on forecaste of future taxable income and 

the use of tax planning that could impact the ability to realize deferred 

tex assete. If future utilization of deferred tex assete is uncertain, a 

valuation allowance may be recorded against certain deferred tax 

assets. 

In assessing the likelihood of realization of deferred tax assete, 

management considers estimates of the amount and character of 

future taxable income. Actual income texes could vary from estimated 

amounte due to tiie impacte of various items, including changes to 

income tex laws, Duke Energy's forecasted financial condition and 

resulte of operations in future periods, as well as resulte of audits and 

examinations of tiled tex returns by taxing authorities. Although 

management believes current estimates are reasonable, actoal resulte 

could differ from these estimates. 

Significant judgment te also required In computing Duke 

Energ/'s quarterly effective tax rate (ETR). ETR calculations are 

revised each quarter based on the best full year tax assumptions 

available at that time, including, but not limited to, income levels, 

deductions and credite. In accordance with interirti tax reporting 

njles, a tex expense or benefit te recorded every quarter to adjust for 

the difference in tax expense computed based on tiie actoal 

year-to-date ETR versus the forecasted annual ETR. 

With the adoption of new income tex accounting guidance on 

January 1, 2007, Duke Energy began recording unrecognized tex 

benefits for positions teken or expected to be teken on tex returns, 

including the decision to exclude certain income or transactions from 

a retorn, when a more-likely-than-not threshold is met for a tex . 

position and management believes that the position vyill be susteined 

upon examination by the texing authorities, Duke Energy records the 

largest amount of the unrecognized tax benefit that is greater than 

50% likely of being realized upon settlement Management evaluates 

each position based solely on ttie technical merite and facte and 

circumstences of the position, assuming the position will be exami

ned by a taxing authority having full knowledge of all relevant 

information. Significant management judgment is required to 

determine whether the recognition threshold has been met and. If so, 

the appropriate amount of unrecognized tex benefite to be recorded in 
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the Consolidated Financial Stetemente. Management reevaluates tex 

positions each period in which new information about recc^ition or 

measurement becomes available. 

Undisfributed foreign earnings associated with International 

Energy's operations are considered indefinitely reinvested, thus no 

U.S, tex is recorded on such earnings. This assertion is based on 

managemenfs determination that the cash held In International 

Energy's foreign jurisdictions is not needed to fund the operations of 

ite U.S. operations and that International Energy either has invested 

or has plans to reinvest such earnings. While management currentiy 

plans to indefinitely reinvest all of International Energy's unremitted 

earnings, should circumstences change, Duke Energy may need to 

record additional income tex expense in tiie period in which such 

determination changes, 

For further information, see Note 6 to the Consolidated Financial 

Statemente, "Income Taxes." 

Pension and Other Post-Retirement Benefits 

The calculation of pension expense, other post-retirement 

benefit expense and pension and other post-retirement liabilities 

require the useof assumptions. Changes in these assumptions can 

result in different expense and reported liability amounte, and future 

actoal experience can differ from the assumptions. Duke Energy 

believes ttiat tiie most critical assumptions for pension and otiier 

post-retirement benefite are the expected long-term rate of retoi-n on 

plan assete and ttie assumed discount rate. Additionally, medical and 

prescription drug cost trend rate assumptions are critical to Duke 

Energy's esfimates ofother post-retirement tenefite. 

Funding requiremente for defined benefit (DB) plans are 

determined by government regulations. Duke Energy made voluntary 

contributions to Ite DB refirement plans of approximately $800 

million in 2009, zero in 2008 and $350 miliion in 2007, 

Additionally, during 2007, Duke Energy contributed approximately 

$62 million to ite other post-retirement benefil plans. 

Duke Ener^ Plans 

Duke Energy and ite subsidiaries (including legacy Cinergy 

businesses) maintain non-confributory defined benefit retirement 

plans (Plans), The Plans cover most U.S, employees using a cash 

balance formula. Under a cash balance formula, a plan participant 

accumulates a retirement benefit consisting of pay credite that are 

based upon a percentege (which may vary with age and years of 

service) of current eligible eamings and current interest credite. 

Certain legacy Cinergy employees are covered under plans that use a 

final average eamings formula. Under a final average earnings 

formula, a plan participant accumulates a retirement benefit equal to 

a percentege of their highest 3-year average earnings, plus a percen

tege of tiieir highest 3-year average earnings in excess of covered 

compensation per year of participation (maximum of 35 years), plus 

a percentege oftheir highest 3-year average earnings times years of 

participation in excess of 35 years, Duke Energy also mainteins 

non-qualified, non-contributory defined benefit retirement plans 

which cover certein executives. 

Duke Energy and most of Ite subsidiaries also provide some 

health care and life insurance benefite for retired employees on a 

confributory and non-contributory basis. Certain employees are 

eligible for these benefite If they have met age and service require

mente at retirement, as defined in the plans. 

Duke Energ/ recognized pre-tax qualified pension cost of 

$6 million in 2009. In 2010, Duke Energy's pre-tax qualified 

pension cost is expected to be approximately $30 million higher than 

in 2009 as a result of an increase In net actoarial loss amortization in 

2010, primarily atii'ibuteble to the effect of negative actual returns on 

assete from 2008. Duke Energy recognized pre-tex nonqualified 

pension cost of $13 million and pre-tex other post-retirement benefite 

costof $34 million, in 2009, In 2010, pre-tex non-qualified pension 

cost and pre-tex other post-retirement benefite coste are expected to 

remain approximately the same as 2009. 

For botii pension and other post-retirement plans, Duke Energy 

assumed that ite plan's assete would generate a long-term rate of 

retumof 8,5% as of DecemberSl, 2009. The assete for Duke 

Energy's pension and other post-retirement plans are maintained in a 

master tnjst. The investment objective of the master trust is to 

achieve reasonable returns on ttust assete, subject to a prudent level 

of portfolio risk, for the purfxse of enhancing the security ot benefits 

for plan partlcipante. The asset allocation target was set after conside

ring the investment objective and the risk profile with respect to the 

trust U.S, equities are held for their high expected return, Non-U,3. 

equities, debt securities, and real estete are held for diversification. 

Investinente within asset classes are to be diversified to achieve broad 

market participation and reduce the impact of individual managers or 

investmente. Duke Energy regularly reviews its actual asset allocation 

and periodically rebalances ite investmente to ite targeted allocafion 

when considered appropriate, Duke Energy also investe other post-

retirement assete in the Duke Energy Corporation Employee Benefite 

Trust (VEBA 1) and the Duke Energy Corporafion Post-Retirement 

Medical Benefite Tnjst (VEBA II). The investment objective of the 

VEBAs te to achieve suflicient retums, subject to a prudent level of 

portfolio risk, for tiie purpose of promoting the security of plan 

benefite for partlcipante. The VEBAs are passively managed. 

The expected long-term rate of return of 8.5% for the plan's 

assete was developed using a weighted average calculation of 

expected retoms based primarily on foture expected retums across 

asset classes considering the use of active asset managers. The 

weighted average retums expected by asset classes were 3,2% for 

U,S. equities, 2.0% for Non-U.S. equities, 1,0% for Global equities, 

2.0% for fixed income securities, and 0,3% for real estete; 

Duke Energy discounted ite future U,S, pension and other post-

retirement obligations using a rate of 5.50% as of December 3 1 , 

2009. Duke Energy determines ttie appropriate discount based on a 

yield cun/e approach. Under the yield cun/e approach, expected 

fotore benefit paymente for each plan are discounted by a rate on a 

tiiird-party bond yield cun/e corresponding to each duration. The yield 

cun/e 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 flow/s. 
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Future changes in plan asset returns, assumed discount rates and various other factor related to the partidpante in Duke Energy's pension 

and post-retirement plans will impact Duke Energy's futore pension expense and liabilities. Management cannot predict with certainty what 

these factors will be in the future. The following table presente the approximate effect on Duke Energy's 2009 pre-tex pension expense, pension 

otiligafion and other post-benefit obligation If a 0.25% change In rates were to occur: 

(in millions) 

Effect on 2009 pension expense (pre-tax) 
Expected long-term rate of return 
Discount rate 

Efl̂ ecton benefit obligation, at December 31, 2009 Discount rate 

Qualified Pension Plans 

+0.25% -0.25% 

$(11) $11 
$ (2) $ 2 

(99) 99 

Other Post-Retirement Plans 

+0,25% -0,25% 

$ (1) 
$ (1) 

(17) 

$ 1 
$ 1 

17 

Duke Energy's U.S. post-retirement plan uses a medical care trend rate which refiecte ttie near and long-term expectation of increases in 

medical health care coste, Duke Energ/'s U.S. post-retirement plan uses a prescription drug trend rate which reflecte the near and long-term 

expectation of Increases in prescription dmg healtii care coste, Asof DecemberSl, 2009, the medical care frend rates were 8.50%, which 

grades to 5.00% by 2019. As of December 31 , 2009, ttie prescription drug frend rate was 11.00%, which grades to 5,00% by 2024. The 

following table presente the approximate effect on Duke Energy's 2009 pre-tex ottier post-retirement expense and other post-benefit obligation if 

a 1% point change in the health care trend rate were to occur: 

(in millions) 

Effect on other post-retirement expense 
Effect on post-retirement benefit obligation 

Ottier Post-Retirement Plans 

+ 1.0% -1.0% 

$ 3 $ (2) 
38 (34) 

For further information, see Note 20 to the Consolidated Financial Stetemente, "Employee Benefit Plans." 

LIQUIDITY AND CAPITAL RESOURCES 

Known Trends and Unc^tainties 

At December 3 1 , 2009, Duke Energy had cash and cash 

equivalenteof approximately $1,5 billion, of which approximately 

$600 million is held in foreign jurisdictions and is forecasted to be 

used to fund the operations of and investmente in Intemafional 

Energy. To fond ite liquidity and capitel requiremente during 2010, 

Duke Energy will rely primarily upon cash flows from operations, 

borrowings, equity issuances to fund the dividend reinvestiment plan 

(DRIP) and other internal plans and ite existing cash and cash 

equivalente. The relatively steble operating cash fiov/s of the 

U.S. Franchised Electric and Gas business segment compose a 

substential portion of Duke Energy's cash flows from operations and it 

te anticipated that it will continue to do so for the next several years, A 

material adverse change in operations, or in available financing, 

could impact Duke Energy's ability to fund ite current liquidity and 

capital resource requiremente. 

Ultimate cash flows trom operations are subject to a number of 

factors, including, but not limited to, regulatory constrainte, economic 

trends and market volatility (see Item 1 A. "Risk Factors" for deteils). 

Duke Energy projecte 2010 capitel and investment expenditures 

of approximately $5,2 billion, primarily consisting of: 

• $4.2 billion at U.S. Franchised Elecfric and Gas 

• $0.6 billion at Commerdai Power 

• 30.2 billion at International Energy and 

•$0.2 billion at Otiier 

Duke Energy continues to focus on reducing risk and positioning 

ite business for future suxess and will invest principally in ite 

strongest business sectors. Based on this goal, approximately 80% of 

totel projected 2010 capitel expenditures are allocated to the 

U.S, Franchised Electric and Gas s^ment. Total U.S, Franchised 

Electric and Gas projected 2010 capitel and investinent expenditures 

include approximately $2.3 biliion for system growth, $1.5 billion for 

maintenance and up^ades of existing plante and. infrastructore to 

senye load growth, approximately $0.2 biliion of nuclear fuel and 

approximately $0,1 billion of environmentel expenditores. 

With respect to the 2010 capitel expenditure plan, Duke Energy 

has flexibility within 'rts $5.2 billion budget to defer or eliminate 

certein spending should the broad economy continue to deteriorate. 

Of the $5,2 billion budget, approximately $2,9 billion relates to 

projecte far which management has committed capitel, including, but 

not limited to, the continued construction of Cliffside Unit 6 and tiie 

Edwardsport IGCC plant, and management Intends to spend tiiose 

capitel dollars in 2010 Ifrespective of broader economic factors. 

Approximately $2.1 billion of projected 2010 capitel expenditores are 

expected to be used primarily for overall system maintenance, 

customer connections and corporate expenditures. Although ttiese 

expenditores are ultimately necessary to ensure overall system 

maintenance and reliability, the timing of the expenditures may be 

influenced by broad economic conditkins and customer growth, thus 

DUKE ENERGY CORPORATrON / 2009 FORM 10-K 57 



PART 

management has more flexibility in terms of when ttiese dollars are 

actoally spent. The remaining planned 2010 capital expenditures of 

approximately $0,2 billion are of a discretionary nature and relate to 

growth opportunities in which Duke Energy may invest, provided 

there are opportunities to meet retum expectations. 

As a result of Duke Energy's significant commitment to 

modernize ite generafing fleet through the construction of new unite, 

as well as ite focus on increasing ite renewable energy portfolio, the 

ability to cost effectively manage the construction phase of current 

and future projecte is critical to ensuring foil and timely recovery of 

coste of construction within its regulated operafions. Should Duke 

Energy encounter significant cost overruns above amounts approved 

by the various stete commissions, and those amounte are disallowed 

for recovery in rates, future cash flows and results of operations couid 

be adversely impacted, 

Duke Energy anticipates ite debt to total capltellzation ratio to 

remain at approximately 44% in 2010, In 2010, Duke Energy 

currently anticipates issuing additional net debt of approximately 

$1,7 billion attiie operating subsidiary level, primarily for the purpose 

of funding capitel expenditures. Due to the fiexibility in tiie timing of 

projected 2010 capitel expenditures, the fiming and amount of debt 

issuances throughout 2010 could be infiuenced by changes in the 

timing of capitel spending, Additionally, Duke Energy plans to 

generate approximately $400 million of cash from the issuance of 

common stock under ite DRIP and ottier internal plans. 

Duke Energy has access to unsecured revolving credit facilities, 

which are not restricted upon general market conditions, with 

abrogate bank commitments of approximately $3.14 billion. At 

December 31 , 2009, Duke Energy has available borrowing capacity 

of approximately $1.9 billion under tills facility. Management 

currently believes that amounte available under ite revolving credit 

tecility are accessible should there be a need to generate additional 

short-term financing in 2010, such as the issuance of commercial 

paper; however, due to the susteined downturn in overall economic 

conditions, specifically in the financial services sector, there is no 

guarantee that commitmente provided by financial insti'tutions under 

the revolving credit facility will be'available if needed. Management 

expecte that cash flows from operations, issuances of debt and cash 

generated from tiie issuance of common stock under the DRIP and • 

other internal plans will be sufficient to cover the 2010 funding 

requirements related to capital and investmente expenditures and 

dividend paymente. 

Duke Energy monitors compliance with all debt covenante and 

restrictions and does not currently believe it will be in violation or breach 

of ite significant debt covenante during 2010. However, circumstences 

coutd arise tiiat may alter tiiat view. If and when management had a 

belief that such potential breach could exist, appropriate action would 

be teken to mitigate any such issue. Duke Energy also mainteins an 

active dialogue witti the credit rating agencies. 

Operating Cash Flows 

Net cash provided by operating activities was $3,463 million in 

2009, compared to $3,328 million In 2008, an increase in cash 

provided of $135 million. The increase in cash provided by operating 

activities was driven primarily by: 

• Excluding the impacte of non-cash impainnent charges, net 

income increased during ttie year ended DecemberSl, 2009 

compared to the same period In 2008, and 

" Changes in traditional working capitel amounte due to timing 

of cash receipte and cash paymente, principally a net increase 

in cash from texes of approximately $740 million, partially 

offset by an increase In coal inventory, partially offeet by 

• An approximate $800 million increase in contributions to 

company sponsored pension plans. 

Net cash provided by operating activities was $3,328 million in 

2008, compared to $3,208 million in 2007, an increase in cash 

provided of $120 million. The increase in cash provided by operating 

activifies was driven primarily by; 

• An approximate $412 million decrease in contributions to 

Duke Energy's pension plan and other post retirement tienefit 

plans, partially offset by 

• Net Income of $ 1,362 million in 2008 compared to 

$1,500 million in 2007, 

Investing Cash Flows 

Net cash used in investing activities was $4,492 million in 

2009, $4,611 million in 2008, and $2,151 million in 2007. 

The primary use of cash related to investing activities is capitel, 

investinent and acquisition expenditijres, deteiled by reportable 

business segment in the following teble. 

Capital, Investment and Acquisition Expenditures by Business 

Segment 

Years Ended December 31, 

U.S, Franchised Elecfric and Gas 
Commercial Power 
Intemational Energy 
Other 

2009 

$3,560 
688 
128 
181 

2008 

'in millions) 

$3,650 
870 
161 
241 

2007 

$2,613 
442 

74 
153 

Total consolidated $4,557 $4,922 $3,282 
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The decrease in cash used In investing activities in 2009 as 

compared to 2008 Is primarily due to the following: 

•An approximate $365 million decrease in capitel, investment 

and acquisition expenditures, due primarily to 2008 

acquisitions discussed below. 

This decrease in cash used was partially offset by the following: 

• An approximate $125 million decrease in proceeds from 

available-for-sale securities, net of purchases, due to net 

purchases of approximately $25 million in 2009 compared to 

net proceeds of approximately $100 million in 2008, 

• An approximate $70 million decrease in net emission 

allowance activity, refiecting net purchases in 2009 compared 

to net sales in 2008, and 

• An approximate $30 million decrease iri proceeds from asset 

sales. 

The increase in cash used in investing activities in 2008 as-

compared to 2007 is primarily due to the following: 

•An approximate $1,640 million increase in capital and 

investinent expenditijres, due primarily to capital expansion 

projecte, the acquisition of Catamount (approximately $245 

million) and the purchase of a porijon of Saluda River Electric 

Cooperative (Saluda), (nc.'s ownership interest in the Catewba 

NuclearStation in 2008 (approximately $150 million), , 

• An approximate $875 million decrease in proceeds from 

available-for-sale securities, net of purchases, due to net 

proceeds of approximately $100 million in 2008 compared to 

net proceeds of approximately $975 million in 2007, 

primarily as a result of investing excess cash obteined from the 

issuances of debt during 2008 versus utilizing short-term 

investmente as a source of cash in 2007, and 

• An approximate $60 million decrease in proceeds from asset 

sales. 

These increases in cash used were partially offset by the 

following: 

' • An approximate $100 million increase in proceeds from the , 

sale of emission allowances, net of purchases. 

Financing Cash Flows and Liquidity 

Duke Energy's consolidated capitel stiucture as of 

December 3 1 , 2009, including short-term debt, was 44% debt and 

56% common equity. The fixed charges coverage ratio, calculated 

using Securities and Exchange Commission (SEC) guidelines, was 

3.0 times for 2009, 3.4 times for 2008, and 3,7 times for 2007. 

Net cash provided by financing activities was $1,585 million in 

2009 compared to $1,591 million in 2008, a decrease in cash 

provided of $6 million. The change was due primarily to the 

following: 

• An approximate $475 million decrease due to the repayment 

of the Duke Energy Ohio credit facility drawdown and -

outstending commercial paper, and 

• An approximate $80 million increase in dividends paid In 

2009. 

These decreases in cash provided were partially offeet by: 

• An approximate $385 million increase in proceeds from the 

issuances of common stock primarity related to the DRIP and 

other internal plans, and 

•An approximate $210 million increase in proceedsfrom 

issuances of long-term debt, net of redemptions, as a result of 

net issuances of approximately $2,875 million during 2009 

as compared to net issuances of approximately 

$2,655 million during 200&, 

Net cash provided by financing activities was $1,591 million in 

2008 compared to $1,327 million of cash used in 2007, an 

increase in cash providedof $2,918 million. The change was due 

primarily to the following: 

• An approximate $3,090 million increase in proceeds from 

issuances of long-term debt, net of redemptions, as a result of 

net issuances of approximately $2,665 million during 2008 

as compared to net repaymente of approximately $425 million 

during 2007, 

• An approximate $400 million increase due to the distribution 

of cash in 2007 related to the spin-off of Spectra Energy, 

•An approximate $110 million increase due to paymente for • 

tiie redemption of convertible notes in 2007, and 

• An approximate $80 million increase in proceeds from the 

issuancesofcommonstockprimarily related tothe DRIP and 

otiier intemal plans, 

These increases were partially offset by: 

• An approximate $690 million decrease in proceeds from 

issuances of notes payable and commercial paper, net of 

repaymente, and 

•An approximate $50 million increase in dividends paid in 

2008. 
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Significant Finandng Activities — Year Ended 2009. 

Duke Energy issues shares of ite common stock to meet certein 

employee benefit and long-term incentive obligations. Beginning in 

the fourth quarter of 2008, Duke Energy began issuing autiiorized 

but unissued shares of common stock to fulfill obligations under ite 

DRIP and other internal plans, including 401(k) plans. Proceeds 

from all issuances of common stock, phmariiy related to the DRIP 

and other employee benefit plans, including employee exercises of 

stock options, were approximately $519 million in 2009. 

During the year ended December 31 , 2009, Duke Energy's 

total dividend per share of common stxk was $0.94, which resulted 

in dividend paymente of approximately $1,222 million. 

In December 2009, Duke Energy Ohio issued $250 million 

principal amount of first mortgage bonds, which carry a fixed interest 

rateof 2.10% and mature June 15, 2013, Proceeds from tills 

Issuance, together with cash on hand, were used to repay Duke 

Energy Ohio's borrowing under Duke Ener^'s master credit facility. In 

conjunction with this det)t issuance, Duke Energy Ohio entered into 

an interest rate swap agreement that converted interest on this debt 

issuance from the fixed coupon rate to a variable rate. The initial 

variable rate was set at 0.31%. 

In November 2009, Duke Ener^ Carolinas issued 

$750 million principal amount of first mortgage bonds, which carry a 

fixed Interest rate of 5.30% and mature Febnjary 15, 2040, 

Proceeds from this Issuance will be used to fund capital expenditures 

and general corporate purposes, including the repayment at maturity 

of $500 million of senior notes and first mortgage bonds in ttie first 

half of 2010. 

In October 2009, Duke Energy Indiana refunded $50 million of 

tex-exempt variable-rate demand bonds through the Issuance of 

$50 million principal amount of tax-exempt term bonds, which carry 

a fixed interest rate of 4.95% and mature October 1, 2040, The 

tex-exempt bonds are secured by a series of Duke Energy Indiana's 

first mohgage bonds. 

In September 2009, Duke Energy Ohio and Duke Energy 

Indiana repaid and immediately re-borrowed approximately 

$279 million and $123 million, respectively, under Duke Energy's 

master credit facility, 

in September 2009, Duke Energy Carolinas converted 

$77 million of tex-exempt variable-rate demand bonds to tex-exempt 

term bonds, which carry a fixed interest rate of 3,60% and mature 

February 1, 2017. In connection with the conversion, the tax-exempt 

bonds were secured by a series of Duke Energy Carolinas' first 

mor^ge bonds. 

In September 2009, Duke Ener^ Kentocky issued 

$100 million of senior debentores, which carry a fixed interest rate of 

4.65% and matore October 1, 2019. Proceeds from the issuance 

were used to repay Duke Energy Kentocky's bonowings under Duke 

Energy's master creditfacllity, fo replenish cash used to repay 

$20 million principal amount of debt due September 15, 2009 and 

for general corporate purposes. 

In August 2009, Duke Energy Issued $1 billion principal 

amount of senior notes, of which $500 miiiion carry a fixed interest 

rate of 3.95% and mature September 15, 2014 and $500 million 

carry a fixed Interest rate of 5.05% and mature 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 general corporate purposes. 

in June 2009, Duke Energy Indiana refunded $55 million of 

tex-exempt variable-rate demand bonds through the issuance of 

$55 million principal amount of tex-exempt term bonds due 

August 1, 2039, which carry a fixed interest rate of 6.00% and are 

secured by a series of Duke Energy Indiana's first mortgage bonds. 

The refonded bonds were redeemed July 1, 2009. 

In March 2009, Duke Energy Ohio issued $450 miliion 

principal amount of first morigage bonds, which carry a fixed interest 

rate of 5,45% and matore April 1, 2019. Proceeds from ttiis 

issuance were used to repay short-tenn notes and for general 

corporate purposes, including fijnding capital expenditores. 

In March 2009, Duke Energy Indiana issued $450 million 

principal amount of first morigage bonds, which carry a fixed interest 

rate of 6,45%= and mature April 1, 2039. Proceeds from thte 

issuance were used to fund capitel expenditures, to replenish cash 

used to repay $97 million of senior notes which matured on 

March 15, 2009, to fund tiie repayment at maturity of $125 million 

of first mortage bonds due July 15, 2009, and for general corporate 

purposes, including tiie repayment of short-term notes. 

In January 2009, Duke Energy issued $750 million principal 

amountof 6.30% senior notes due Febmary 1, 2014, Proceeds 

from the issuance were used to redeem commercial paper and for 

general corporate purposes. 

In January 2009, Duke Energy Indiana refunded $271 million 

of tex-exempt auction rate bonds tiirough the issuance of 

$271 million of tex-exempt variable-rate demand bonds, which are 

supported bydirect-pay letters ofcredit, of which $144 million had 

initial rates of 0.7% reset on a weekly basis witii $44 million 

maturing May 2035, $23 million matoring March 2031 and 

$77 million maturing December 2039. The remaining $127 million 

had initial rates of 0.5% reset on a daily basis with $77 million 

maturing December 2039 and $50 million maturing October 2040. 

Significant Financing Activities — Year Ended 2008. 

Duke Energy issues shares of ite common stock to meet certain 

employee benefit and long-term Incentive obligations. Beginning in 

tiie fouriii quarter of 2008, Duke Energy began issuing authorized 

but unissued shares of common stock to fulfill obligafions under ite 

DRIP and other internal plans, including 401(k) plans. Proceeds 

from all issuances of common stock, primarily related to the DRIP 

and other employee benefit plans, including employee exercises of 

stockoptlons, were approximately $133 million in 2008. 

During tiie year ended DecemberSl, 2008, Duke Energy's 

totel dividend per share of common stock was $0,90, which resulted 

in dividend paymenteof approximately $1,143 million. 

In December 2008, Duke Energy Kentucky refunded 

$50 million of tex-exempt auction rate bonds through the issuance of 

$50 million of tex-exempt variable-rate demand bonds, which are 

supported by a direct-pay letter of credit. The variable-rate demand 

bonds, which are due August 1, 2027, had an initial interest rate of 

0,65% which is reset on a weekly basis. 
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In November 2008, Duke Energy Carolinas issued 

$900 million principalamountoffirst mortgage bonds, of which 

$500 million carry a fixed interest rate of 7.00% and mature 

November 15, 2018 and $400 million carry a fixed interest rate of 

5-75% and matore November 15, 2013, The net prxeeds from 

issuance were used to repay amounte borrowed underthe master 

creditfacllity, to repay senior notes due January 1, 2009, to 

replenish cash used to repay senior notes at their scheduled matority 

in October 2008 and for general corporate purposes. 

In October 2008, International Energy issued approximately 

$153 million of debt in Brazil, of which approximately $112 million 

mature in September 2013 and carry a variable interest rate equal to 

the Brazil intert)ank rate plus 2,15%, and approximately $41 million 

mature in September 2015 and carry a fixed interestrateof 11,6% 

plus an annual infiation index. International Energy used these 

proceeds to pre-pay existing long-term debt balances. 

In September 2008, Duke Energy and ite wholly-owned 

subsidiaries, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy 

Indiana and Duke Energy Kentocky, borrowed a total of 

approximately $1 billion under Duke Energy's master credit facility. 

For additional information, see "Available Credit Faciiities and 

Restrictive Debt &>venante" below. 

In August 2008, Duke Energ/ Indiana issued $500 million 

principal amount of first mori^ge bonds, which carry a fixed inters.! 

rate of 6.35% and mature August 15, 2038. Proceeds from tois 

issuance were used to fund capital expenditores and for general 

corporate purposes, including toe repayment of short-term notes and 

to redeem first mortage bonds maturing in September 2008, 

in June 2008, Duke Energy issued $500 million principal 

amount of senior notes, of which $250 million carry a fixed interest 

rate of 5.65% and mature June 15, 2013 and $250 million carry a 

fixed interest rate of 6.25% and mature June 15, 2018, Proceeds 

from the issuance were used to redeem commercial paper, to fund 

capitel expenditures in Duke Energy's unregulated businesses in the 

U.S. and for general corporate purposes. 

In April 2008, Duke EnergyCarolinas Issued $900 million 

principal amount of first mortgage bonds, of which $300 million 

cany a fixed interest rate of 5.10% and matore April 15, 2018 and 

$600 million carry a fixed interest rate of 6,05% and mature 

April 15, 2038, Prxeeds from the issuance were used to fund 

capitel expenditures and for general corporate purposes. In 

anticipation of this debt issuance, Duke Energy Carolinas executed a 

series of interest rate swaps in 2007 to lock In the mari<et interest 

rates at that time. The value of ttiese interest rate swaps, which were 

terminated prior to issuance of tiie fixed rate debt, was a pre-tex loss ' 

of approximately $23 million. This amount was recorded as a 

component of Accumulated Otiier Comprehensive Loss and is being 

amortized as a component of Interest Expense over the life of tiie 

debt. 

In April 2008, Duke Energy Carolinas refunded $1CX3 million of 

tex-exempt auction rate bonds through the issuance of $100 million 

of tax-exempt variable-rate demand bonds, which are supported by a 

direct-pay letter of credit. The variable-rate demand bonds, which are 

due November 1, 2040, had an initial interestrateof 2.15% which 

will be reset on a weekly basis. 

In January 2008, Duke Energy (irolinas issued $900 million 

principal amount of first mortgage bonds, of which $400 million 

carry a fixed interest rate of 5,25% and mature January 15, 2018 

and $500 million carry a fixed interest rate of 6.00% and mature 

January 15, 2038. Proceeds from the issuance were used to fund 

capital expenditures and for general corporate purposes, includlngthe 

repayment of commercial paper, In anficipatlon of thte debt issuance, 

Duke Energy Carolinas executed a series of interest rate swaps in 

2007 to lock in the market interest rates at that time. The value of 

these interest rate swaps, which were terminated prior to issuance of 

the fixed rate debt, was a pre-tex loss of approximately $18 million. 

This amount was recorded as a component of Accumulated Otiier 

Comprehensive Loss and Is being amortized as a component of 

Interest Expense over the life of the debt. 

Significant Financing Activities — Year Ended 2007, 

Duke Ener© issues shares of ite common stock to meet ceriain 

employee benefit and long-term Incentive obligations. Proceeds frqm 

all issuances of common stock, primarily related to employee benefit 

plans, including employee exercises of stock options, were 

approximately $50 million in 2007. 

During tiie year ended DecemberSl, 2007, Duke Energy's 

totel dividend per share of common stock was $0,86, which resulted 

in dividend paymente of approximately $1,089 million. 

In DecemtKr 2007, Duke Energy Ohio issued $140 million In 

tex-exempt floating-rate bonds. The bonds are structured as insured 

auction rate securities, subject to an auction process every 35 days 

and bear a final maturity of 2041. The initial interest rate was set at 

4.85%. The bonds were issued through the Ohio Air Quality 

Development Authority to fund a portion of the environmental capital 

expenditores at the Conesville, Stuart and Killen Generation Stations 

in Ohio. 

In November 2007, Duke Energy Carolinas issued 

$100 million in tex-exempt floating-rate bonds. The bonds are 

structured as insured auction rate securities, subject to an auction 

process every 35 days and bear a final maturity of 2040, The initial 

interest rate was set at 3,65%, The bonds were issued through the 

North Carolina Capitel Facilities Finance Agency to fund a portion of 

ttie environmentel capitel expenditijres at tiie Belews Creek and Allen 

Steam Stetions, 

In June 2007, Duke Energy Carolinas Issued $500 million 

principalamountof 6,10%> senior unsecured notes due June 1, • 

2037. The net proceeds from the Issuance were used to redeem 

commercial paper that was issued to repay the outstending $249 

million 6.6%. Insured Quarterly Senior Notes due 2022 on AphI SO, 

2007, and approximately $110 million of convertible debt discussed 

below. The remainder was used for general corporate purposes. 

On May 15, 2007, substantially all ofthe holders of ttie Duke 

Energy convertible senior notes required Duke Energy to repurchase 

the balance tiien outetending at a price equal to 100% of the 

principal amount plus accrued interest. In May 2007, Duke Energy 

repurchased approximately $110 million of the convertible senior 

notes. 
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On January 2, 2007, Duke Energycompleted the spin-off ofthe 
natoral gas businesses. In connection with ttiis transaction, Duke 
Energy distributed all the shares of Spectra Energy to Duke Energy 
shareholders. The disti'ibution ratio approved by Duke Energy's Board 
of Directors was one-half share of Spectta Energy stock for each share 
of Duke Energy stxk. 

Available Credit Facilities and Restrictive Debt Covenants. 

The total capacity under Duke Energy's master credit facility, 

which expires in June 2012, is approximately $3.14 billion. The 

credit facility contains an option allowing borrowing up to the fijll 

amount of the facility on the day of initial expiration for up to one 

year, Duke Energy and ite wholly-owned subsidiaries, Duke Energy 

Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy 

Kentucky (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 limite of each 

borrower, subjectto per borrower maximum cap limitetions, at any 

time. The amount available under tiie master credit facility has been • 

reduced by draw downs of cash and the use of the master credit 

facility to backstop the issuances of commercial paper, letters of credit 

and certain tax-exempt bonds, 

Master Credit Facility Summary as of December 3 1 , 2009 (In milllons)^^ 

Credit 
Facility 

Capacity 

Commercial 
Paper 

Draw 
Down on 

Credit 
Facility 

Letters of 
Credit 

Tax-Exempt 
Bonds 

Available 
Tota! Credit 

Amount Facility 
Utilized Capacity 

Duke Energy Corporation 
$3,137 multi-year syndicated*^^-' $3,137 $450 $397 $121 $285 $1,253 $1, 

(a) This summary excludes certain demand facilities and committed fadlities that are insignificanl in size oi wliich generally support very specific requirements, which primarily include 
facilities Biat backstop various outstanding tax-exempt txjrxls. 
Credit facilit/ contairs a covenant requiring the debt-to-totai capitalization ratio to not exceed 65% for each trairower. 
Contains sub limits at December 31, 2009 as follows: $1,097 million for Duke Enet^, $840 million for D(jl<e Energy Carolinas, $650 million for Duke Eneigy Ohio, $450 million for 
DuKe Energy Indiana and $100 million for Duke Energy Kentucky, 

The loans under the master credit facility are revolving credit 

loans that currently bear Interest at one-month London Interbank 

Offered Rate (LIBOR) plus an applicable spread ranging from 19 to 

23 basis points. The loan for Duke Energy, which was approximately 

$274 million at December 31 , 2009, has a stated maturity of June 

2012, while the loan for Duke Enei^ Indiana, which was 

approximately $123 million at December 31 , 2009, had a stated 

maturity of September 2009; however, the borrowers have the ability 

underthe master creditfacllity torenewtheloans due in September 

2009 on an annual basis up through the date the master credit 

facility matures In June 2012, As a result of these annual renewal 

provisions, in September 2009, Duke Energy Indiana repaid and 

immediately re-borrowed approximately $123 million underthe 

master credit facility. Duke Energy and Duke Energy Indiana have the 

intent and ability to refinance these obligations on a long-term basis, 

either through renewal of the terms of the loan through the master 

creditfacllity, which has non-cancelable terms in excess of one-year, 

or through issuance of long-term debt to replace the amounts drawn 

under the master credit facility. Accordingly, total borrowings by Duke 

Energy and Duke Energy Indiana of approximately $397 million are 

reflected as Long-Term Debt on the Consolidated Balance Sheets at 

December 3 1 , 2009. 

In September 2008, Duke Energy Indiana and Duke Energy 

Kentucky collectively entered into a $330 million ttiree-year letter of 

credit agreement with a syndicate of banks, under which Duke 

Energy indiana and Duke Energy Kentucky may request the issuance 

of letters of credit up to $279 million and $51 million, respectively. 

on their behalf to support various series of variable rate demand 

bonds issued or to be issued on behalf of either Duke Energy Indiana 

or Duke Energy Kentucky. This credit facility, which is not part of 

Duke Energy's master credit facility, may not be used for any purpose 

other than to support the variable rate demand bonds issued tiy Duke 

Energy Indiana and Duke Energy Kentucky. 

Duke Energy's debt and credit agreements contain various 

financial and other covenants. Failure to meet those covenants 

beyond applicable grace periods could result in accelerated due dates 

and/or termination of the agreements, Asof Decern ter 31 , 2009, 

Duke Energy was in compliance with all covenants related to its 

significant debt agreemenis. in addition, some credit agreements may 

allow for acceleration of payments or termination of the agreements 

due to nonpayment, or to the acceleration of other significant 

indebtedness of the borrower or some of its subsidiaries. None of the 

debt or credit agreements contain material adverse change clauses. 

Credit Ratings. 

Duke Energy and certain subsidiaries each hold credit ratings by 

Standard & Poor's {S&P} and Moody's Investors Service (Moody's), 

Duke Energy's corporate credit rating and issuer credit rating from 

S&P and Moody's, respectively, as of February 1, 2010 is A- and 

Baa2, respectively. The following table summarizes the February 1, 

2010 unsecured credit ratings from the rating agencies retained by 

Duke Energy and its principal funding subsidiaries: 
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BBB + 
A-

BBB-i-
A-
A-
A-

Baa2 
A3 
Baa2 
Baal 
Baal 
Baal 

Senior Unsecured Credit Ratinp Summary as of February 1, 

2010 

Standard Moody's 
and Investors 

Poor's Sen/ice 

Duke Energy Corporation 
Duke Energy Carolinas, LLC 
Cinergy Corp, 
Duke Energy Ohio, Inc, 
Duke Energy Indiana, Inc. 
Duke Energy Kentucky, Inc, 

Duke Energy's credit ratings are dependent on, among other 

factors, the ability to generate sufficient cash to fund capital and 

investment expenditures and pay dividends on its common stock, 

while maintaining the strength of its cunent balance sheet, If, as a 

result of market conditions or other factors, Duke Energy is unable to 

maintain its current balance sheet strength, or if its earnings and cash 

flow outlook materially deteriorates, Duke Energy's credit ratings could 

be negatively Impacted. 

Credit-Related Clauses. 

Duke Energy may be required to repay certain debt should the 

aedit ratings at Duke Energy' Carolinas fall to a certain level at S&P or 

Moody's. As of December 3 1 , 2009, Duke Energy had approximately 

$6 rnillion of senior unsecured notes which mature serially through 

2012 that may be required to be repaid if Duke Energy Carolinas' 

senior unsecured debt ratings fall below BBB-at S&P or Baa3 at 

Moody's, and $16 million of senior unsecured notes which mature 

serially through 2016 that may be required to be repaid if Duke 

Energ/ Carolinas' senior unsecured debt ratings fall below BBB at 

S&P or Baa2 at Moody's. 

Other Financing Matters. 

In October 2007, Duke Energy filed a registration statement 

(Form S-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 other securities in the future at 

amounts, prices and with terms to be determined at the time of future 

offerings. The registration statement also allows for the issuance of 

common stock by Duke Energy, 

Duke Energy has paid quarterly cash dividends for 84 

consecutive years and expects to continue its policy of paying regular 

cash dividends in the future. There is no assurance as to the amount' 

of future dividends because they depend on future earnings, capital 

requirements, financial condition and are subject to the discretion of 

the Board of Directors, 

DMdend and Other Funding Restrictions of Duke Ener^ 

Subsidiaries. 

As discussed in Note 4 to the Consolidated Financial Statements 

"Regulatory Matters", Duke Energy's wholly-owned public utility 

operating companies have restrictions on the amount of funds that 

can be transferred to Duke Energy via dividend, advance or loan as a 

result of conditions imposed by various regulators in conjunction with 

Duke Energy's merger with Cinergy, Additionally, certain other Duke 

Energy subsidiaries have other restrictions, such as minimum 

worf<ing capital and tangible net worth requirements pursuant to debt 

and other agreements that limit the amount of funds that can be 

transferred to Duke Energy. At Decemtier 31 , 2009, the amount of 

restricted net assets of wholly-owned subsidiaries of Duke Energy that 

may not be distributed to Duke Energ/ in the form of a loan or 

dividend Is approximately $10.5 billion, However, Duke Energy does 

not have any legal or other restrictions on paying common stock 

dividends to shareholders out of its consolidated Retained Earnings 

account Although these restrictions cap the amount of funding the 

various operating subsidiaries can provide to Duke Energy, 

management does not believe these restrictions will have any 

significant impact on Duke Energy's ability to access cash to meet its 

payment of dividends on common stock and other future funding 

obligations. 

Off-Balance Sheet Arrangements 

Duke Energy and certain of its subsidiaries enter into guarantee 

arrangements in the normal course of business to facilitate 

commercial transactions with third parties. These arrangements 

include performance guarantees, stand-by letters of credit, debt 

guarantees, surety bonds and indemnifications, 

Most of the guarantee arrangements entered into by Duke 

Energy enhance the credit standing of certain subsidiaries, 

non-consolidated entities or less than wholly-owned entities, enabling 

tfiem to conduct business. As such, these guarantee arrangements 

involve elements of performance and credit risk, which are not 

included on the Consolidated Balance Sheets. The possibility of Duke 

Energy, either on its own or on behalf of Spectra Energy Capital, LLC 

(Spectra Capital) through indemnification agreements entered into as 

part of tine spin-off of Spectra Energy, having to honor its 

contingencies Is largely dependent upon the future operations of the 

subsidianes, investees and other third parties, or the occurrence of 

certain future events. 

Duke Energy performs ongoing assessments' of its guarantee 

obligations to determine whether any liabilities have been tri^ered as 

a result of potential increased non-performance risk by parties for 

which Duke Energy has issued guarantees. Except for certain 

performance obligations related to Crescent, which filed Chapter 11 

bankruptcy petitions in a U.S. Bankruptcy court in June 2009 and 

for which a liability of approximately $26 million was recorded during 

2009 due to the probability of pertormance under certain guarantees, 

it is not probable as of December 31 , 2009 that Duke Energy will 

have to perform under its remaining existing guarantee obligations. 

However, management continues to monitor the financial condition 

of the third parties or non-wholly-owned entities for whom Duke 

Energy has issued guarantees on behalf of to determine whether 

performance under these guarantees becomes probable in the future. 

See Note 17 to the Consolidated Financial Statements, 

"Guarantees and Indemnifications," for further details of the • 

guarantee arrangements. 
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Issuance of these guarantee arrangements is not required for the 

majority of Duke Energy's operations. Thus, If Duke Energy 

discontinued issuing these guarantees, there would not be a material 

impact to the consolidated results of operations, cash flows or 

financial position. 

Duke Energy Ohio, Duke Energy Indiana and Duke Energy 

Kentucky have an agreement to sell certain of their accounts 

receivable and related collections to Cinergy Receivables, which 

purchases, on a revolving basis, nearly all of the retail accounts 

receivable and related collections of Duke Energy Ohio, Duke Energy 

indiana and Duke Energy Kentucky, Cinergy Receivables is not 

consolidated by Duke Energy since it meets the requirements to be 

accounted for as a qualitying special purpose entity (QSPE), Duke 

Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky each 

retain an interest in the receivables transferred to Cinergy Receivables. 

The transfers of receivables are accounted for as sales under the 

accounting guidance for transfers and sen/icing of financial assets. 

Fora more detailed discussion ofthe sale of certain accounts 

receivable, see Note 21 to the Consolidated Financial Statements, 

"Variable Interest Entities." With the adoption of new accounting rules 

related to variable interest entitles (VIEs) and transfers and servicing of 

financial assets on January 1, 2010, Duke Energ/ began 

consolidating Cinergy Receivables as of that date. 

Duke Energy also holds interests in other VIEs, both 

consolidated and unconsolidated. For further information, see 

Note 21 to the Consolidated Financial Statements, "Variable Interest 

Entities". 

Ottier than the guarantee arrangements discussed above and 

normal operating lease arrangements, Duke Energy does not have 

any material off-balance sheet financing entities or structures. For 

additional information on these commitments, see Note 16 to the 

Consolidated Financial Statements, "Commitments and 

Contingencies," 

Contractual Obligations 

Duke Energy enters into contracts that require payment of cash 

at certain specified periods, based on certain specified minimum 

quantities and prices. The following table summarizes Duke Energy's 

contractual cash obligations for each of the periods presented, It is 

expected that the majority of current liabilities on the Consolidated 

Balance Sheets will be paid in cash in 2010, 

Conlxactual Obligations as of December 3 1 , 2009 

Payments Due By Period 

(in millions) Total 

$29,323 
609 
536 

471 
9,763 
2,S12 

480 

Less than 
1 year 

(2010) 

$1,778 
37 

108 

60 
2,891 
1,679 

48 

2-3 Years 
(2011 & 

2012) 

$4,518 
76 

142 

66 
3,551 

323 
96 

4-5 Years 
(2013 & 

2014) 

$4,197 
64 
89 

55 
1,178 

75 
95 

More than 
5 Years 

(Beyond 
2015) 

$18,830 
432 
197 

290 
2,143 

234 
240 

Long-term debt*̂ ' 
Capital leaseŝ J 
Operating leases'" 
Purchase Obligations:'*'' 

Firm capacity and transportation payments''̂ ' 
Energy commodity contracts'^' 
Other purchase, maintenance and service obligationŝ ^> 

Other funding obligations!" 

Totalcontractual cash obligations'̂ ) $43,994 $6,601 3,272 $5,755 $22,356 

(a) 

(b) 

(e) 

(h) 

See Note 15 to the Consolidated Financial Statements, "Debt and Credit Facilities." Amount includes interest payments ouer life of debt. Interest payments on variable rate debt 
instruments were calculated using interest rates derived from the interpolation of the forecast interest rate cur/e. In addition, a spread was placed on top of the interest rales to aid in 
capturing the volatility inherent in projecting future interesi rates. 
See Note 16 to the Consolidated Financial Slatements, "Commitments and Contingencies". Amounts in the table above include the interest component of capital leases tiased on the 
interest rates explicitly stated in the lease agreements. 
Includes firm capacity payments that provide Duke Energy with uninterrupted firm access to electricity transmission capacity, and natural gas transportation contacts. 
Includes contractual obligations to purchase physical quantities of electricity, coal, nuclear fuel and limestone. Also, includes contracts that Duke Energy has designated as hedges, 
undesignated contracts and contracts thafqualify as normal purchase/normal sale (NPNS), For contracts where the price paid is based on an index, the amount is based on forward 
market prices at December 31, 2009, For certain of these amounts, Ouke Energy may setUe on a net cash basis since Duke Energy has entered into payrjient netting agreements with 
cDurSevpsrties that permit Duke Energy to offset teceivables and payables with such courrteiparties. 
Includes contracts for software, telephone, data and consulting or advisory ser/ices. Amount also includes contractual obligations for engineering, procuremert and construction costs for 
new generation plants and nuclear plant refurbishments, environmental projects on fossil facilities, major maintenance of certain non-regulaled plants, maintenance and day to day 
contract work at certain wind facilities and commitments to buy wind and combustion turbines (CT), Amount excludes certain open purchase orders for services that are provided on • 
demand, forwhich the fiming of the purchase cannot be determined. 
Relates lo future annual funding obligations to the nuclear decommissioning Injst fund INDTF) (see I'Jote 7 to the Consolidated Financial Statements, "Asset Retirement Obligations'), 
Tfie table above excludes certain obligations discussed herein related to amounts recorded within Deferred Credits and Other Uabilities on the Consolidated Balance Sheets due to the 
uncertainty of the timing and amount of future cash flows necessary to settle these obligations. The amount of cash fiows to be paid to settle Ihe asset retirement obligations is not known 
with certainty as Ouke Energy may use internal resources or external resources to perform retirement activities. As a result, cash obligations for asset retirement activities are excluded 
from the table above. However, the vast majority of asset retirement obligations will tie settled beyond 2014. Asset retirement obligations reccgnî ed on the Consolidated Balance Sheets 
total$3,185millionandthefairvalueoftheNDTF, which will be used to help fund these obligations, is $1,755 million at December 3 1 , 2009, The table above excludes resen/es for 
litigation, environmental remediation, asbestos-related Injuries and damages claims and self-insurance claims (see Note 16 b the Consolidated Financial Statements, "Commitments and 
Contingencies") because Duke Energy is uncertain as to the timing of when cash payments will be required. Additionally, the table above excludes annual insurance premiums that are 
necessary to operate the business, induding nuclear insurance (see Note 16 to the Consolidated Rnancial Statements, "Commitments and Contingencies"), funding of pension and other 
post-retirement benefit plans (s^e Note 20 to the Consolidated Financial Statements, "Emptoyee Benefit Plans") and regjlatory liabilities (see Note 4 to the Consolidated Financial 
Statements, "Regulatory Matters") because the amount and timing of the cash payments are uncertain. Also excluded are Deferred Income Taxes and Investment Tax Credits recorded on 
the Consolidated Balance Sheets since cash payments for income taxes are determined based primarily on taxable income for each discrete fiscal year. Additionally, amounts related to 
uncertain tax positions are excluded from the table above due to uncertainty of timing of future payments. 
Current liabilities, except for current matuhfies of long-term debt, and purchase obligations reflected in the Consolidated Balance Sheels, have been excluded from the above table. 
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Quantitative and Qualitative Disclosures About Market Risk 

Risk Management Policies 

Duke Energy is exposed to market risks associated with 

commodity prices, credit exposure. Interest rates, equity prices and 

foreign currency exchange rates. Management has established 

comprehensive risk management policies to monitor and manage 

these market risks, Duke Energy's Chief Executive Officer and Chief 

Financial Officer are responsible for the overall approval of market risk 

management policies and the delegation of approval and 

authorization levels. The Finance and RisK Management Committee 

of the Board of Directors receives periodic updates from the Chief Risk 

Officer and otfier members of management on market risk positions, 

corporate exposures, credit exposures and overall risk management 

activities. The Chief Risk Officer Is responsible for the overall 

governance of managing credit risk and commodity price risk, 

including.monitoring exposure limits. 

Commodity Price Risk 

Duke Energy is exposed to the Impact of market fluctuations in 

the prices of electricity, coal, natural gas and other energy-related 

products mari<eted and purchased as a result of its ownership of 

energy related assets. Duke Energy's exposure to these fluctuations is 

limited by the cost-based regulation of its U.S. Franchised Eiectric 

and Gas operations and certain portions of Commercial Power's 

operations as these regulated operations are typically allowed to 

recover certain of these ccsts through various cost-recovery clauses, 

including the fuel clause. While there may be a delay In timing 

between when these costs are incurred and when these costs are 

recovered through rates, changes from year to year have no materia) 

impact on operating results of these regulated operations, • 

Additionally, most of Duke Energy's long-term power sales contracts 

substantially shift all fuel price risk to the purchaser. 

Price risk represents the potential risk of loss from adverse 

changes in the market price of electricity or other energy 

commodities, Duke Energy's exposure to commodit/ price risk is 

infkJenced by a number of factors, including contract size, length, 

market liquidity, location and unique or specific contract terms. Duke 

Energy employs established policies and procedures to manage its 

risks associated with these market fluctuations, which may include 

using various commodity derivatives, such as swaps, futures, 

forwards and options. For additional information, see Note 8 to the 

Consolidated Financial Statements, "Risk Management, Derivative 

Instruments and Hedging Activities." 

Validation of a contracfs fair value isperi'omied by an internal 

group separate from Duke Ener^'s deal origination areas. While 

Duke Ener^ uses common industry practices to develop its valuation 

techniques, changes in Duke Energy's pricing methodologies or the 

underlying assumptions could result in significantly different fair 

values and income recognition,, 

Hedging Strategies. 

Duke Energy closely monitors the risks associated with 

commodity price changes on its future operations and, where 

appropriate, uses various commodity instruments such as electricity, 

coal and natural gas forward contracts to mitigate the effect of such 

fluctuations on operations. Duke Energy's primary use of energy 

commodit/ derivatives is to hedge the generation portfolio against 

exposure to the prices of power and fuel. 

Certain derivatives used to manage Duke Energy's commodity 

price exposure are accounted for as either cash flow hedges or fair 

value hedges. To the extent that instruments accounted for as hedges 

are effective in offsetting the transaction being hedged, there is no 

impact to the Consolidated Statements of Operations until after 

delivery or settlement occurs. Accordingly, assumptions and valuation 

techniques for these contracts have no impact on reported earnings 

prior to settlement. Several factors influence the effectiveness of a 

hedge contract, including the use of contracts with different 

commodities or unmatched terms and counterparty credit risk. Hedge 

effectiveness is monitored regulariy and measured at least quarterly. 

In addition to the hedge contracts described above and recorded 

on the Consolidated Balance Sheets, Duke Energy enters into other 

contracts that qualify for the NPNS exception. When a contract meets 

the criteria to qualify as a NPNS, U.S. Franchised Electric and Gas 

and Commercial Power apply such exception. Income recognition 

and realization related to normal purchases and normal sales 

contracts generally coincide with the physical delivery of power. For 

contracts qualifying for the NPNS exception, no recognition of the 

contracfs fair value in the Consolidated Financial Statemerits is 

required until settlement of the contract as long as tiie transaction 

remains probable of occurring. 

Other derivatives used to manage Duke Energy's commodity 

price exposure are either not designated as a hedge or do not qualify 

for hedge accounting. These instruments are referred to as 

undesignated contracts. Undesignated derivatives entered into by 

regulated businesses reflect mark-to-market changes of tiie derivative 

instruments fair value as a regulatory asset or liability on the 

Consolidated Balance Sheets, Undesignated derivatives entered into 

by unregulated businesses are marked-to-market each period, with 

changes in the fair vaiue of the derivative instrumente refiected in 

earnings. 

Generation Portfolio Risks for 2010. 

Duke Energy Is primarily exposed to market price fluctuations of 

wholesale power, natural gas, and coal prices in the U.S. Franchised 

Eiectric and Gas and Commercial Power se^ente, Duke Energy 

optimizes the value of ite bulk power marketing and non-regulated 

generation portfolios. The portfolios include generation assets (power 

and capacity), fuel, and emission altowances. The component pieces 

ofthe portfolio are bought and sold based on models and forecaste of 

generation in order to manage the economic value of the portfolio in 

accordance with the strategies ofthe business unite. The generation 

portfolio not utilized to serve native load or committed load is subject 

to commodity price fluctuations, although the impact on the 

Consolidated Statemente of Operations reported eamings is partially 

offeet by mechanisms in the regulated jurisdictions that result in the 

sharing of net profite from these activities with retail customers. Based 

on a sensitivity analysis as of December 31 , 2009 and 2008, it was 

estimated that a 10% price change per MWh in forward wholesale 
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power prices would have a corresponding effect on Duke Energy's 

pre-tax incomeof approximately $12 million in 2010 and would 

have had a $10 million impact in 2009, excluding the impact of 

mark-to-market changes on non-qualifying or undesignated hedges 

relating to periods in excess of one year from the respective date, 

which are discussed further below. Based on a sensitivity analysis as 

of December 31, 2009 and 2008, it was estimated that a 10?-̂  

change in the forward price per ton of coal would have a 

corresponding effect on Duke Energy's pre-tax income of 

approximately $8 million in 2010 and would have had a $10 million 

impact in 2009, excluding the impact of mark-to-market changes on 

non-qualitying or undesignated hedges relatingto periods in excess of 

one year from the respective date. Based on a sensitivity analysis as 

of December 31 , 2009 and 2008, it was estimated that a 10% 

price change per Million British Thermal Unit (MMBtu) in natural gas 

prices would have a corresponding effect on Duke Energy's pre-tax 

income of approximately $6 million in 2010 and would have had a 

$5 million impact in 2009, excluding the impact of mari<-to-market 

changes on undesignated hedges relating to periods in excess of one 

year from the respective date, which are discussed further below. 

Sensitivities for derivatives beyond 2010. 

Derivative contracte executed to manage generation portfolio 

risks for delivery periods beyond 2010 are also exposed to changes in 

fair value due to market price fluctuations of wholesale power and 

coal. Based on a sensitivilyanalysis asof DecemberSl, 2009 and 

2008, it was estimated that a 10% price change in the forward price 

per MWh of wholesale power would have a corresponding effect on 

Duke Energy's pre-tax income of approximately $24 million in 2010 

and would have had a $11 million impact in 2009, resulting from 

the impact of mar1<;-to-mart<et changes on non-qualifying and 

undesignated power contracte pertaining to periods in excess of one 

year from the respective date. Based on a sensitivity analysis as of 

December 3 1 , 2009 and 2008, it. was estimated that a 10% change 

in the forward price per ton of coal would have a corresponding effect 

on Duke Energy's pre-tax incomeof approximately $10 million in 

2010 and 2009, resulting from the impact of mark-to-mai^et 

changes on non-qualifying and undesignated coal conti'acte 

periaining to periods In excess of one year from the respective date. 

Other Commodity Risks. 

At December 31 , 2009 and 2008, pre-tax income in 2010 

and 2009 was not expected to be materially impacted for exposures 

to other commodities' price changes. 

The commodity price sensitivity calculations above consider 

existing hedge positions and estimated production levels, but do not 

consider otiier potential effecte that might result from such changes in 

commodity prices. 

Credit Risk 

Credit risk represente the loss that Duke Energy would incur if a 

counterparty fails to perform under ite contractual obligations. To 

reduce credit exposure, Duke Energy seeks to enter into netting 

agreements with counterparties that permit Duke Energy to offeet 

receivables and payables witii such counterparties. Duke Energy 

attempte to further reduce credit risk with certain counterparties by 

entering into agreemente that enable Duke Energy to obtain collateral 

or to terminate or reset the terms of transactions after specified time 

periods or upon the occurrence of credit-related evente. Duke Energy 

may, at times, use credit derivatives or other stnjctures and 

techniques to provide for third-party credit enhancement of Duke 

Energy's counterparties' obligations. Duke Energy also obtains cash or 

letters of credit from customers to provide credit support outeide of 

collateral agreemente, where appropriate, based on ite financial 

analysis of the customer and the reguiatory or contractijal terms and 

conditions applicable to each transaction, 

Duke Energy's Industiy has historically operated under 

negotiated credit lines for physical delivery contracte, Duke Energy 

frequentiy uses master collateral agreemente to mitigate ceriBin credit 

exposures. The collateral agreemente provide for a counterpart/ to 

post cash or letters of credit to tiie exposed party for exposure in 

excess of an established threshold. The threshold amount represente 

an unsecured credit limit, determined in accordance witii the 

corporate credit policy. Collateral agreemente also provide that the 

inability to post collateral is sufficient cause to terminate contracte and 

liquidate all positions. 

Duke Energy's principal customers for power and natural gas 

marketing and transportation services are industriai end-users, 

marketers, local distribution companies and utilities tocated 

throughout tiie U.S. and Latin America. Duke Energy has 

concentrations of receivables from natural gas and electi'ic utilities 

and their affiliates, as well as industrial customers and marketers 

throughout tiiese r^ions. These concentrations of customers may 

affect Duke Energy's overall credit risk in that risk factors can 

negatively impact the credit quality of the entire sector. Where 

exposed to credit risk, Duke Energy analyzes the counterparties' 

financial condition prior to entering into an agreement, establishes 

credit limite and monitors the appropriateness of those limite on an 

ongoing basis. 

Duke Energy has a third-party insurance policy to cover certain 

losses related to Duke Energy Carolinas' asbestos-relaited injuries and 

damages above an aggregate self insured retention of $476 miiiion. 

Duke Energy Carolinas' cumulative paymente began to exceed the 

self insurance retention on ite insurance policy during the second 

quarterof 2008, Futore paymente up to the policy limit will be 

reimbursed by Duke Energy's third party insurance carrier. The 

insurance policy limit for potential future insurance recoveries for 

indemnification and medical cost claim paymente is $1,051 million 

in excess of the self insured retention. Insurance recoveries of 

approximately $984 million and $1,032 million related to this policy 

are classified in the Consolidated Balance Sheete in Other within 

Investmente and Other Assete and Receivables asof DecemberSl, 

2009 and 2008, respectively. Duke Energy is not aware of any 

uncertainties regarding the legal sufficiency of insurance claims. 

Management believes the insurance recovery asset is probable of 

recover/ as the insurance carder continues to have a strong financial 

strengtii rating. 

Duke Energy and Ite subsidiaries also have credit risk exposure 

through issuance of performance guarantees, letters of credit and 

surety bonds on behalfof less than whoUy-owned entities and third 
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parties. Where Duke Energy has issued tiiese guarantees, it is 

possible that Duke Energy could be required to perform under these 

guarantee obligations in the event the obligor under the guarantee 

fails to perform. Where Duke Energy has issued guarantees related to 

assete or operations that have been disposed of via sale, Duke Energy 

attempte to secure indemnification from the buyer against all futijre 

performance obligations under the guarantees. See Note 17 to the 

Consolidated Financial Statemente, "Guarantees and Indemnifica

tions," for further Information on guarantees issued by Duke Energy or 

ite subsidiaries, 

Duke Energy is also subject to credit risk of its vendors and 

supplied in the form of performance risk on contracte including, but 

not limited to, outeourcing arrangemente, major construction projecte 

and commodity purchases. Duke Energ/'s credit exposure to such 

vendors and suppliers may take the Torm of increased coste or projecl 

delays in the event of non-performance. 

Based on Duke Energy's policies for managng credit risk, ite 

exposures and ite credit and other resen/es, Duke Energy does not 

anticipate a materially adverse effect on ite consolidated financial 

position or resulte of operations as a result of non-performance by any 

counterparty. 

Interest Rate Risk 

Duke Energy Is exposed to risk resulting from changes in interest 

rates as a result of ite issuance of variable and fixed rate debt and 

commercial paper. Duke Energy manages ite interest rate exposure 

by limiting ite variable-rate exposures to a percentage of total 

capitalization and by monitoring the effecte of mari<et changes in 

interest rates. Duke Energy also enters into financial derivative 

instrumente, which may Include instrumente such as, but not limited 

to, interest rate swaps, swaptions and U.S. Treasury lock agreemente 

to manage and mitigate interest rate risk exposure. See Notes 1, 8,9, 

and 15 to the Consolidated Financial Statemente, "Summary of 

Significant Accounting Policies," "Risk Management, Derivative 

Instruments and Hedging Activities," "Fair Value of Financial Assete 

and Uabilities," and "Debt and Credit Faciiities," 

Based on a sensitivi^ analysis as of December 3 1 , 2009, it 

was estimated that if mari<et interest rates average 1% higher (lower) 

in 2010 than in 2009, interest expense, net of offsetting impacte in 

interest income, would increase (decrease) by approximately 

$19 million. Comparatively, based on a sensltlvi^ analysis as of 

DecemberSl, 2008, had interest rates averaged 1% higher (lower) 

in 2009 than in 2008, it was estimated that interest expense, net of 

offeetting impacte in interest income, would have increased 

(decreased) by approximately $28 million. These amounte were 

estimated by considering the impact of the hypothetical Interest rates 

on variabie-rate securities outstanding, adjusted for interest rate 

hedges, short-term and iong-term investmente, cash and cash 

equivalente outetanding as of December 31 , 2009 and 2008, The 

decrease in interest rate sensitivity is primarily due to a decrease In 

tax-exempt bonds and commercial paper, partial repayment of tiie 

master credit facility borrowings, and increased cash balances. If 

interest rates changed significantly, management would likely take 

actions to manage ite exposure to the change. However, due to the 

uncertainty of tiie specific actions tiiat would be taken and tiieir 

possible effecte, the sensitivity analysis assumes no changes In Duke 

Energy's financlai structure. 

Marketable Securities Price Risk 

As described further in Note 10 to the Consolidated Rnancial 

Stetemente, "Investmente in Debt and Equity Securities," Duke 

Energy Investe in debt and equity securities as part of various 

investiment portfolios to fund certain obligations of the business. The 

vast majority of the investmente in equity securities are within the 

NDTF and assete of the various pension and otiier post-retirement 

benefit plans. 

NDTF. 

As discussed further in Note 7 to the Consolidated Financial 

Statemente, "Asset Retirement Obligations", Duke Energy mainteins 

tiiist funds to fund the coste of nuclear decommissioning. As of 

DecemberSl, 2009, tiiese funds were invested primarily in 

domestic and intemational equity securities, debt securiti^, fixed-

income securities, cash and cash equivalente and short-term 

investmente. Per NRC and NCUC requiremente, tiiese funds may be 

used only for activities related to nuclear decommissioning. The 

investinente are exposed to price flurtuations in detrt and equity 

markete. Accounting for nuciear decommissioning recognizes that 

coste are recovered through U.S. Franchised Electric and Gas' rates; 

therefore, fluctuations In equity prices do not affect Duke Energy's 

Consolidated Statemente of Operations as changes in tiie fair value of 

tiiese investmente are deferred as regulatory assete or regulatoiy 

liabilities. Earnings or losses of the fund will ultimately impact the 

amount of coste recovered through U.S, Franchised Electric and Gas' 

rates over time. Management monitors the NDTF investinent portfolio 

by benchmarking the performance of the Investmente against certain 

indices and by maintelnlng and periodically reviewing terget 

allocation percentages for various asset classes. 

The following table provides the fair value of investmente held in 

the NDTF at December 3 1 , 2009: 

Fair Value at 
(in millions) December 31 , 2009 

Equity Securities 
Corporate Debt Securities 
U,S, Government Bonds 
Municipal Bonds 
Other 

$1,156 
195 
258 

56 
100 

Total $1,765 

Pension Plan Assets. 

Duke Energy maintains investimente to help fund the coste of 

providing non-contributory defined benefit retirement and other post-

retirement benefit plans. Those investmente are exposed to price 

fluctuations In equity markete and changes in interest rates. Duke 

Energy has esteblished asset allocation targete for ite pension plan 

holdings, which take into consideration the investment objectives and 

tiie risk-profile with respecttothetrustin which the assete are held. 

Duke Energy's target asset allocation for equity securities is 

approximately 64% of the value of tiie plan assets and the holdings 
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are diversified to achieve broad market participation and reducethe 

impact of any single investiment, sector or geographic region, A 

significant decline in the value of plan asset holdings could require 

Duke Energy to increase Its funding ofthe pension plan in future 

periods, which could adversely affect cash fiows in tiiose periods. 

Additionally, a decline in the fair value of plan assets, absent 

additional cash contributions to the plan, could increase the amount 

of pension cost required to be recorded in future periods, which could 

adversely affect Duke Energy's results of operations in those periods. 

During 2009, Duke Energy contributed approximately $800 million 

to ite qualified pension plan. See Note 20 to the Consolidated 

Financial Statemente, "Employee Benefit Plans," for additional 

information on pension plan assete. 

Foreign Currency Risit 

Duke Energy is exposed to foreign currency risk from 

investmente in international affiliate businesses owned and operated 

in foreign countries and from certain commodity-related transactions 

within domestic operations that are denominated in foreign 

currencies. To mitigate risks associated with foreign currency 

fiuctuations, contracte may be denominated In or indexed to the 

U.S, Dollar and/or local inflation rates, or investmente may be 

naturally hedged through debt denominated or issued in tiie foreign 

currency, Duke Energ/ may also use foreign currency derivatives, 

where possible, to manage ite risk related to foreign currency 

fluctuations. To monitor ite currency exchange rate risks, Duke 

Energy uses sensitivity analysis, which measures the impact of 

devaluation of the foreign currencies to which it has exposure, 

, In 2010, Duke Energy's primary foreign currency rate exposure 

is to the Brazilian Real. A 10% devaluation in the currency exchange 

rates as of December 3 1 , 2009 in all of Duke Energy's exposure 

currencies would result In an estimated net pre-tax loss on the 

translation of local currency earnings of approximately $20 million to 

Duke Energy's Consolidated Statemente of Operations in 2010, The 

Consolidated Balance Sheet would be negatively impacted by 

approximately $160 million currency translation through the 

cumulative translation adjustment in AOCI as of December 3 1 , 2009 

as a result of a 10% devaluation in the currency exchange rates. For 

comparative purposes, as of December 31 , 2008, a 10% 

devaluation in the currency exchange rates in all of Duke Energy's 

exposure currencies was expected to result in an estimated net 

pre-tax loss on the translation of local currency earnings of 

approximately $10 million to Duke Energy's Consolidated Statemente 

of Operations and a reduction of approximately $120 million 

currency translation through the cumulative b'anslation adjustment in 

AOCI as of December 3 1 , 2008, 

Other Issues 

Global Climate Change. 

Although tiiere is still much to learn about the causes and long-

teim effecte of climate change, many, including Duke Energy, 

advocate taking steps now to begn reducing greenhouse gas (GHG) 

emissions with tiie long-term aim of stebilizing the atmospheric 

concentration of GHGs at a level that avoids any potentially worst-

case effecte of climate change. 

The EPA publishes an inventory of man-made U,S. GHG 

emissions annually, CartDon dioxide (00^), a byproduct of fossil fuel 

combustion, currentiy accounte for about 85% of total U.S. GHG 

emissions. Duke Energy's GHG emissions consist primarily of CO2 • 

and most come from ite fleet of coal fired power plante in the U.S, In 

2009, Duke Energy's U.S. power plante emitted approximately 

91 million tons of CO2. The COj emissions from Duke Energy's 

international electric operations are less than 3 miliion tons annually. 

Duke Energ/s future CO2 emissions will be influenced by variables 

including new regulations, economic conditi'ons that affect electricity 

demand, and Duke Energy's decisions regarding generation 

technologies deployed to meet customer electricity needs. 

Confess has not yet passed legislation mandating control or 

reduction of GHGs, On June 26, 2009, the U. S, House of 

Representatives passed H.R, 2454 - the American Clean Energy and 

Security Act of 2009 (ACES). This legislation includes a GHG 

cap-and-ti'ade program that covers approximately 85% of tiie GHG 

emissions in the U.S. economy, including emissions from the electric 

utility sector. The legislation also includes a combined efliciency and 

renewable electi-iclty stendard that applies to the electric utilit/ sector. 

The standard establishes minimum requiremente for tiie amount of 

renewable energy electric utilities must provide to end-use customers 

on an annual basis. It allows companies to comply by providing 

renewable energy, buying renewable energy credlte from other 

companies or the government, or by reducing customer electricity 

demand throu^ the deployment of energy efliciency programs. 

On November 5, 2009, the U.S. Senate Environment and 

Public Works Committee passed and sent to the Senate floor 

S. 17SS — tiie Clean Energy Jobs and American Power Act of 2009 

(S, 1733). The legislation included an economy-wide cap-and-trade 

program similar to the one contained in ACES. The Senate Energy 

and Natural Resources Comrpittee had previously passed legislation 

containing new requiremente for ener^ efliciency and for a 

renewable electriciti/ standard. No further Senate action has been 

taken on either bill since passage out of their respective committees. 

The debates that took place in the U,S, Senate in 2008 and 

2009 make it clear that there are wide-ranging views among 

Senators regarding what constitutes acceptable climate change 

legisiation. These divergent views, the state of the economy, the 

current structure of the Senate necessitating 60 votes to move 

legislation and the political pressures as the 2010 mid-term election 

approaches, make passage of federal climate change legislation in 

the Senate in 2010 highly uncerisin. if the Senate were to pass some 

type of climate change legisiation in 2010, the Senate legislation 

would need to be reconciled with ACES. This adds another layer of 

uncertainty to the prospecte for enactment of climate change 

legislation in 2010. 

On December 7, 2009, the EPA finalized an Endangerment 

Finding for greenhouse gases under the CAA, The Endangerment 

Finding does not impose any regulatory requiremente on industry, but 

is a necessary prerequisite for the EPA to be able to finalize its 

proposed GHG emission standard for new motor vehicles. It is 

expected tiiat the EPA will finalize ite New Motor Vehicle Rule by the 
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end of March 2010. Implementetion ofthe New Motor Vehicle Rule 

may trl^er permitting requiremente and potentially GHG emission 

control requiremente for new and existing "major" stationary sources 

of GHG emissions which would include all of Duke Energ/s fossil 

fuel facilities. The EPA has steted that pemiitting requlremente for 

GHGs will not apply to stationary sources in 2010, 

The EPA has also proposed the Tailoring Rule, which Is 

expected to be finalized by the end of March 2010. This rule is 

intended to,provide relief from the EPA's GHG regulations for certain 

types of stationary sources, but not electric generating facilities. There 

is, at present, considerable uncertainty over the timing and the 

specific requiremente that would apply to any stetionary source that 

might potentially be subject to GHG permitting and emission 

reduction requlremente as a resultof the EPA's rules, Altiiough Duke 

Energy does not anticipate taking actions that would tri^er the GHG 

permitting requiremente or GHG emission reduction requiremente at 

any of ite existing generating facilities, rf it were to do so, the current 

uncertelnty surrounding tiie Implementation of the rules and the 

requiremente that might apply prevent management from being able 

^ determine at this time whether the EPA rules will have a material 

Impact on Duke Energy's future resuite of operations, Numerous 

groups have already filed petitions with tiie D.C. Circuit Court of 

Appeals for review of the EPA's Endangerment Finding, tt is likely that 

the EPA's upcoming New Motor Vehicle and Tailoring rules will also 

be challenged in court once they are finalized. The current and 

expected legal challenges create additional uncertainty with respect to 

tiie EPA rules and what regulatory requiremente, if any, will resutt 

from the rules, 

Duke Energy supports the enactment of workable federal GHG 

legislation. Duke Energy prefers federal legislation over any EPA 

regulation of GHG emissions under the current CAA and believes tiiat 

any legislati'on must Include provisions tiiat block the EPA from doing 

so and provide tiiat the legislative program is the sole remedy for a 

source's GHG emissions. To permit the economy to adjust rationally 

to the policy, legislation should establish a long-term program that 

flrst slows the growth of emissions, stops them and then transitions to 

a gradually declining emissions cap as new lower-and zero-emitiing 

technologies are developed and become available for wide-scale 

deployment at a reasonable cost. Federal legislation should also 

Include effective cost-containment measures to protect the U.S, 

economy from harmful consequences if compliance coste are 

excessive. 

Duke Energy is unable to determine the potential cost of 

complying with unspecified and unknowable foture GHG legislation 

or any indirect coste tiiat might result, however, such costs could be 

significant. Duke Energy's cost of complying with any legislatively-

mandated federal GHG emissions regulations will depend upon the 

design deteils of tiie prc^ram, and upon the foture levels of Duke 

Energy's GHG emissions tiiat might be regulated underthe prc^ram. 

If potential future federal GHG legislation mandates a cap-and-ti'ade 

approach, for example, the design elemente of such a program that 

will have the greatest influence on Duke Energy's compliance coste 

include (1) the level of the emissions cap over time, (ii) the GHG 

emission sources covered under the cap, (iii) the number of 

allowances that Duke Energy might be allocated at no cost on a 

year-to-year basis, (iv) the type and effectiveness of any cost 

conteinment measures tiiat may be included in the program, (v) the 

role of emission offeete in the program, (vi) the availability and cost of 

technolc^Ies tiiat will be available for Duke Energy to deploy to lower 

Ite emissions over time, and (vll) the price of allowances and 

emission offsete. Although Duke Energy believes It is likely that 

Congress will adopt mandatory GHG emission reduction legislation at 

some point, tiie timing and design details of any such legislation are 

highly uncertain atthis time. 

Assuming that a federal GHG cap-and-trade prc^ram Is 

eventually enacted, Duke Energy's compliance obligation under such 

a program would generally be determined by the difference between 

the level of Ite emissions in a given year and tiie number of no-cost 

allowances it receives for that year. This difference would represent 

the emission reductions that Duke Energy would need to achleveto 

comply and/or the number of allowances and/or offsete Duke Energy 

would need to purchase to comply, or a combination of the two. The 

cost of achieving the emission reductions and/or the cost of 

purchasing tiie needed allowances and/or emission oflsete would 

represent Duke Energ/'s compliance coste. This Is why the more 

no-cost allowances Duke Energy receives, the lower ite compliance 

obligati'on will be, and the lower Ite compliance cost will be. This is 

also why actions Duke Energy is taking today to reduce ite GHG 

emissions over time will lower its exposure to any future GHG 

regulation. Under any future scenario involving mandatory GHG 

limitetions, Duke Energy would plan to seek to recover ite compliance 

coste through appropriate regulatory mechanisms in the jurisdictions 

in which It operates. 

Although a near-term compliance strategy under a GHG 

cap-and-trade program might be focused primarily on the purchase of 

allowances and/or offeete due to the lack of available emission 

reduction technologies and/or the time It would take to deploy 

technologies once tiiey become available. It is likely that over time 

there would be more focus placed on deploying technology to achieve 

large-scale reductions in emissions. This strategy could Involve 

replacing some existing coal-fired generation with new lower-and 

zero-emitting generation technologies, and/or Instelling new carbon 

capture and sequestration technology when tiie technologies become 

ready for deployment. Although there is uncertainty about what new 

technologies may be developed, when they may be deployed, and 

what tiieir coste will be, Duke Energy currently is focused on 

advanced nuclear generation, IGCC with CO2 captore and 

sequesti'ation, and CO2 captore and storage retrofit technology for 

existing pulverized coal-fired generation as promising technologies for 

generating electricity with lower or no COj emissions, Duke Energy is 

also making a significant commitinent to increased customer energy 

efficiency and promoting enhanced use of renewable enera^ for 

meeting customers' electi-iclty needs. Duke Energy's actions are 

designed to build a sustainable business that allows our customers, 

and our shareholders to prosper in what is expected to be a carbon-

constrained environment. 

At the state level, the Midwestern Governors Association 

launched an initiative several years ago called tiie Midwestern 

Greenhouse Gas Reduction Accord (Accord), One of the objectives of 

the initiative was to produce a Model Rule for implementing a GHG 

cap-and-trade system on a regional level for consideration by 

individual states. In October 2009, the Accord produced a draft 
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Model Rule, and plans to finalize the document in early 2010. Once 

finalized, the Model Rule will be available to states for their 

consideration and possible adoption and implementation. The states 

of Ohio and Indiana, where Duke Energy has electric generation 

operations, have been obscn/ers to the Accord process and have 

shown no interest in adopting the Model Rule, Based on the current 

position of Indiana and Ohio in this regard, Duke Energy does not 

anticipate any cost impacte from tiie initiative. 

In December 2007, Duke Energy began the regulatory process 

to construct a new nuclear power plant, William States Lee 111 

NuclearStation, in South Carolina, by petitioning the NRC for a COL. 

If constructed, this facility would produce virtually no GHGs, 

With regard to advanced clean-coal, Duke Energy is in the 

process of constructing an IGCC power plant in Indiana, One of the 

key features of the iGCC technology is that it has the potential to 

support the captore ot its CO? emissions, with subsequent 

underground storage of the captured CO2. Although the IGCC plant, 

scheduled to begin operations in 2012, is not currentiy being 

equipped with the technology to capture CO ,̂ space was included in 

the design of the plant for this technology to be added later. Duke 

Energy is working to complete in early 2011 the front-end 

engineenng and design of a C02-capture facility. The deployment of 

CO2 capture and storage technology would help Duke Energy comply 

with any future GHG emission reduction requiremente. 

The state legislatures of North Carolina and Ohio have passed 

laws that require Duke Energy to meet increasing percentages of ite 

customers' electricity needs with renewable energy and customer 

energy efficiency. In North Carolina the requirement reaches 12.5% 

in 2021 and in Ohio it reaches a minimum of 12.5% in 2024, Duke 

Energy will be meeting these requiremente through a variety of 

actions and each is expected to assist Duke Energy's overall effort to 

reduce ite CO3 emissions. Versions of an energy efficiency and 

renewable electricity stendard have t)een passed by the House as 

part of ACES and by the Senate Energy and Natural Resources 

Committee in S, 1462, Given the current challenges associated with 

passing comprehensive federal climate change legislation. Congress 

could instead attempt to pass energy legislation in 2010 that includes 

a federal energy efficiency and renewable electricity standard — 

provisions both the full House and a Senate committee have 

approved, albeit at different levels. If this were to occur, Duke 

Energy's compliance with the North Carolina and Ohio requiremente 

would further its ability to comply with whatever federal requirements 

Congress might enact. 

In addition to relying on new technologies to reduce ite 00^ 

emissions, Duke Energy has filed for regulatory approval in most of 

the states in which it operates for ite energy efficiency programs, 

which will help meet customer electricity needs by increasing energy 

efficiency, thereby reducing demand instead of relying almost 

exclusively on new power plants to generate electricity, Duke Energy 

has received reguiatory approval from Ohio. North Carolina and South 

Carolina and is in the process of rolling programs out in these states. 

Duke Energy received regulatory approval from Indiana and has 

withdrawn its filing in Kentucky, 

Duke Energy recognizes that certein groups associate frequent 

and severe extreme weather evente with climate change and the 

associated damage to the electric distribution system and the 

possibility that these weatfier events could have a material impact on 

future results of operations should these evente occur. However, the 

uncertain nature of potential changes in extreme weather events 

(such as increased frequency, duration, and severity), the long period 

of tipne over which any changes might take place, and the inability to 

predict these accurately, make estimating any potential future 

financial risk to Duke Energy's operations that may be caused by the 

physical risks of climate change impossible, Currentiy, Duke Energy 

plans and prepares for extreme weather evente that It experiences 

from time to time, such as (ce storms, tornados, severe 

thunderstorms, high winds and droughts, Duke Energy's past 

experiences preparing for and responding to the impacte of these 

types of weather-related evente would reasonably be expected to help 

management plan and prepare for future climate change-related 

severe weather evente to reduce, but not eliminate, the operational, 

economic and financial impacte of such events, Duke Energy also 

routinely takes steps to reduce the potential impact of severe weather 

events on ite electric distribution systems. Duke Energy does not 

currentiy operate in coastal areas and therefore is not exposed to the 

effects of potential sea levei rise, Duke Energy's electric generating 

facilities are designed to withstand extreme weather evente without 

damage. Duke Energy maintains an inventory of coal and oil on site 

to mitigate the effecte of any potential short-term disruption in ite fuel 

supply so it can continue to provide its customers with an 

uninterrupted supply of electricity. 

For additional information on other issues related to Duke 

Energy, see Note 4 to the Consolidated Financial Stetemente, 

"Regulatory Matters" and Note 16 to the Consolidated Financial 

Statemente, "Commitmente and Contingencies," 

New Accounting Standards 

The following new Accounting Stendard Updates (ASU) have 

been issued, but have not yet tieen adopted by Duke Energy, as of 

DecemberSl, 2009: 

Accounting Standards Codification (ASC) 860 — Transfers 

and Servicing. In June 2009, the Financiai Accounting Standards 

Board (FASB) issued revised accounting guidance for transfers and 

servicing of financial assete and extinguishment of liabilities, to 

require additional information about transfers of financial assete, 

induding securitization transactions, as well as additional information 

about an enterprise's continuing exposure to the risks related to 

transferred financial assete. This revised accounting guidance 

eliminates the concept of a QSPE and requires those entities which 

were not subject to consolidation under previous accounting rules to 

now be assessed for consolidation. In addition, this accounting 

guidance clarifies and amends the derecognition criteria for ti'ansfers 

of tinancial assets (including transfers of portions of financial assets) 

and requires additional disclosures atxjut a transferor's continuing 

involvement in transferraf financial assete. For Duke Energy, this 

revised accounting guidance is effective prospectively for transfers of 

financial assete occurring on or affer January 1, 2010, and early 

adoption of this statement is prohibited. Since 2002, Duke Energy 

Ohio. Duke Energy Indtana, and Duke Energy Kentucky have sold, 

on a revolving basis, neariy all of their accounte receivable and related 
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collections through Cinergy Receivables, a bankruptcy-remote QSPE. 

The securitization transaction was structured to meet the criteria for 

sale accounting ireatmenl, and accordingly, Duke Energy has not 

consolidated Cinergy Receivables, and the transfers have been 

accounted for as sales. Upon adoption of this revised accounting 

guidance, the accounting treatment and/or financial statement 

presentation of Duke Energy's accounts receivable securitization 

programs will be impacted as Cinergy Receivables will be 

consolidated by Duke Energy as of January 1, 2010. See Note 21 for 

additional information. 

ASC a iO — Consolidations. 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 

meete the definition of a VIE. This revised accounting guidance also 

requires an enterprise to qualitatively assess the determination of the 

primary beneficiary of a VIE based on whether that enterprise has 

both the power to direct matters that most significantly impact the 

activities of a VIE and the obligation to absorb losses or the right to 

receive benefite of a VIE that could potentially be significant to a VIE. 

In addition, this revised accounting guidance modifies existing 

accounting guidance to require an ongoing evaluation of a VIE's 

primary beneficiary and amends the types of evente that trigger a 

reassessment of whether an entity is a VIE. Furthermore, this 

accounting guidance requires enterprises to provide additional 

disclosures about their involvement with VIEs and any significant 

changes in their risk exposure due to that involvement. For Duke 

Energy, this accounting guidance te effective beginning on January 1, 

2010, and is applicable to all entities In which Duke Energy is 

involved with, including entities previously subject to existing 

accounting guidance for VIEs, as well as any QSPEs that exist as of 

the effective date. Early adoption of this revised accounting guidance 

is prohibited. Upon adoption of this revised accounting guidance, the 

accounting treatment and/or financial statement presentetion of Duke 

Energ/s accounte receivable securitization programs will be impacted 

as Cinergy Receivables will be consolidated by Duke Energy effective 

January 1, 2010. Duke Energy is currently evaluating the potential 

impact of the adoption of this revised accounting guidance on ite 

other interests in VIEs and is unable to estimate at this time the 

impact of adoption on ite consolidated resulte of operations, cash 

fiows or financial position. 

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 

See "Management's Discussion and Analysis of Results of Operations and Financial Condition, Quantitative and Qualitative Disclosures 

About Market Risk." 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Stockholders of Duke Energy Corporation 
Chariotte, North Carolina 

We have audited the accompanying consolidated balance sheete of Duke Energy Corporation and subsidiaries (the "Company") as of 

December 3 1 , 2009 and 2008, and the related consolidated statemente of operations, equity and comprehensive income, and cash flows for 

each of the years in the three-year period ended December 3 1 , 2009. Our audite also included the financial statement schedules listed in the 

Index at Item 15, We also have audited the Compan/s intemal control over financial reporting as of December 31 , 2009, based on the criteria 

esteblished in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

The Company's management Is responsible for these financial statemente and financial statement schedules, for mainteining effective internal 

control overfinancial reporting, and for ite assessment ofthe effectiveness of internal control overfinancial reporting, included in the 

accompanying Mana^menfs Annual Report On Internal Control Over finandal Reporting. Our responsibility is to express an opinion on tiiese 

financial stetemente and financial statement schedules and an opinion on tiie Company's intemal control over financial reporting based on our 

audite. 

We conducted our audite in accordance with tiie stendards of the Public Company Accounting Oversight Board (United States), Those 

standards require that we plan and perform tiie audit to obtein reasonable assurance about whether the financial statemente are free of material 

misstatement and whetiier effective internal control over financial reporting was maintained in all material respecte. Our audite of the financial 

stetemente Included examining, on a test basis, evidence supporting the amounte and disclosures In the financial statemente, assessing the 

accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation, Our 

audit of internal control over financial reporting included obtaining an understanding of internal control over tinancial reporting, assessing the risk 

that a material weakness existe, and testing and evaluating the design and operating effectiveness of internal control based on tiie assessed risk. 

Our audite also Included performing such other procedures as we considered necessary in the circumstences. We believe that our audite provide 

a reasonable basis for our opinions. 

A company's internal control overfinancial reporting is a process designed by, or underthe supeivision of, the company's principal 

executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 

management, and otiier personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 

statemente for external purposes in accordance with generally accepted accounting principles, A compan/s internal control over financial 

reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable deteil, accurately and fairly 

reflect the transactions and dispositions of the assete of the company; (2) provide reasonable assurance that transactions are recorded as 

necessary to pemilt preparation of financial statemente In accordance with generally accepted accounting principles and that receipte and 

expenditures of the company are being made only in accordance with authorizations of management and directors of tiie company; and 

(3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's 

assete that could have a material effect on the financial statemente. 

Because of the inherent limitations of internal control over financial reporting, including ttie possibility of collusion or improper 

management override of controte, material misstatemente due to error or fraud may not be prevented or detected on a timely baste. Also, 

projections of any evaluation of the effectiveness of the intemal control over financial reporting to future periods are subject to the risk that 

conti-ols may become inadequate because of changes in conditions, or that the d^ree of compliance with the policies or procedures may 

deteriorate. 

In our opinion, the consolidated financial statemente referred to above present fairly, in all materia! respecte, the financial pcsition of Duke 

Energy Corporation and subsidiaries as of December 3 1 , 2009 and 2008, and the resulte of their operations and their cash fiows for each of 

tiie years in the three-year period ended December 31 , 2009, in conformity with accounting principles generally accepted in the United Stetes 

of America. Also, in our opinion, such financial statement schedules, when considered in relation to the basic consolidated financial statemente 

taken as a whole, present tairly, in ail material respecte, the infbrmation set forth therein. Also, in our opinion, the Company maintained, in all 

material respecte, effective intemal control over financial reporting as of December 31 , 2009, based on the criteria established in Internal 

Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, 

/S'DELOITTE & TOUCHE LLP 

.Chariotte, North Caroiina 

February 26, 2010 
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I 

DUKE EIMERGY CORPORATION 

Consolidated Statements of Operations 

In millions, except per-share amounte) 

Years Ended December31, 

2009 2008 2007 

Operating Revenues 

Regulated electric 
Non-regulated electric, natural gas, and other 
Regulated natural gas 

$10,033 $ 9,325 $ 8,976 
2,050 3,092 3,024 
648 790 720 

Total operating revenues 12,731 13,207 12,720 

Operating Expenses 

Fuel used in electric generation and purchased power 
Fuel used in eiectric generation and purchased power 
Cost of natural gas and coal sold 
Operation, maintenance and other 
Depreciation and amortization 
property and other taxes 
Goodwill and other impairment charges 

regulated 
non-reguiated 

Other Income and Expenses 
Equity in earnings (losses) of unconsolidated affiliates 
Losses on sales and impairments of unconsolidated affiliates 
Other income and expenses, net 

Earnings Per Share — Basic and Diluted 

Income from continuing operations attributable to Duke Energy Corporation common shareholders 
Basic 
Diluted 

Income from discontinued operations attributable to Duke Energy Corporation common shareholders 

Basic 
Diluted 

Earnings per share (before extraordinary items) 
Basic 
Diluted 

Eamings per share (from extraordinary items) 
Basic 
Diluted 

Net income attributable to Duke Energy Corporation common shareholders 

Basic 
Diluted 

Dividends per share 
Weighted-average shares outstanding 

Basic 

Diluted 

3,246 
765 
433 

3,313 
1,656 

685 
420 

3,007 
1,400 

613 
3,351 
1,670 

639 
35 

2,602 
1,344 

557 
. 3,324 

1,746 
649 

— 
Total operating expenses 

Gains (I-Dsses) on Sales of Oth»^ Assets and Other, net 

Operating Income 

10,518 

36 

2,249 

10,765 

69 

2,511 

10,222 

(5) 

2,493 

70 (102) 157 
(21) (9) -
284 232 271 

Total otl^er income and expenses 

Interest Expense 

Income From Continuing Operations Before Income Taxes 
Income Tax Expense from Continuing Operations 

Income From Continuing Operations 
Income (Loss) From Discontinued Operations, net of tax 

Income Before Extraordinary Items 
Extr3ordinafy Items, net of tax 

Net Income 
Less: Net Income (Loss) Attributable to Noncontrolling Interests 

Net Income Atb'ibutable to Duke Energy Corporation 

333 

751 

1,831 
758 

1,073 
12 

1,085 

1,085 
10 

$ 1,075 

121 

741 

• 1,891 
616 

1,275 
16 

1,291 
67 

1,358 
(4) 

$ 1,362 

428 

6S5 

2,236 
712 

1,524 
(22) 

1,502 

1,502 
2 

$ 1,500 

$ 0.82 
$ 0.82 

$ 0.01 
$ 0.01 

$ 0.83 
$ 0.83 

$ 1,01 
$ 1,01 

$ 0.02 
$ 0.01 

$ 1,03 
$ 1.02 

— $ 0,05 
— $ 0,05 

0.83 
0.83 
0,94 

1,293 
1,294 

1,08 
1.07 
0.90 

1,265 
1,267 

1,21 
1,20 

(0,02) 
(0,02) 

1,19 
1,18 

1.19 
1.18 
0,86 

1,260 
1,265 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Balance Sheets 

DecemberSl, 

(In millions) _ _ _ ^ _ ^ _ ^ — 2009 2008 

ASSETS 
Current Assets 
Casti and cash equivalents $ 1,542 $ 986 
Short-term investments — 51 
Receivables (net of allowance for doubtful accounts of $48 at December 31, 2009 

and $42 at December 31, 2008) 1,741 1,553 
Inventory 1,515 1,135 
Otiier 968 1,448 

Total current assets 5,766 5,273 

Investments and Otfier Assets 
Investments in equity method unconsolidated affiliates 436 473 
Nuclear decommissioning trust funds 1,765 1,436 
Goodwill 4,350 4,720 
intangibles, net 593 680 
Notes receivable 130 134 
Other 2,533 2,577 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Less accumulated depreciation and amortization 

Net property, plant and equipment 

9,807 

55,362 
17,412 

37,950 

10,020 

50,304 
16,268 

34,036 

Regulatory Assets and Deferred Debits 
Deferred debt expense 
Regulatory assets related to income taxes 
Ottier 

258 
557 

2,702 

257 
625 

2,866 

Total regulatory assets and deferred debits 3,517 3,748 

TotalAssets $57,040 $53,077 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Balance Sheets - (Continued) 

See Notes to Consolidated Financial Statements 

1,390 
— 

428 
222 
902 

1,146 

$ 1,477 
543 
362 
187 
646 

1,130 

DecemberSl, 

(In millions, e»:ept per-stiare amounts) 2009 2008 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Notes payable and commercial paper 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt 
Other 

Total current liabilities 4,088 4,345 

Long-tenn Debt • 16,113 13,250 

Deferred Credits and Other LiabHities 
Deferred income taxes 5,615 5,117 
Investment tax credits 310 148 
Asset retirement obligations 3,185 2,567 
Other 5,843 6,499 

Total deferred credits and other liabilities 14,953 14,331 

Commitments and Contingencies 
Equity 
Common Stock, $0,001 parvalue, 2 billion shares aiJthonzed; 1,309 million and 1,272 million shares outstanding at 

DecemberSl, 2009 and DecemberSl, 2008, respectively 1 1 
Additional paid-in capital 20,661 20,106 
Retained earnings 1,460 1,607 
Accumulated other comprehensive loss (372) (725) 

Total Duke Enetgy Corporation shareholders' equity 
Noncontrolling Interests 

Total equity 

Total Liabilities and Equity 

21,750 
136 

21,886 

$57,040 

20,988 
163 

21,151 

$53,077 
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DUKE ENERGY CORPORATiON 

Consolidated Statements of Cash Flows 

(In millions) 

Years Ended December 31, 

2009 2008 2007 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net Income 
Adjustments to reconcile net income to net cash provided by operating activities 

Depreciation and amortization (including amortization of nuclear fuel) 
Extraordinary items, net of tax 
(Gains) losses on sales of other assets 
Impairment of goodwill and other impairment charges 
Deferred income taxes 
Equity in (earnings) loss of unconsolidated affiliates 
Contributions to qualified pension plans 
(Increase) decrease In 

Net realized and unrealized mark-to-marl<et and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other assets 
Other liabilities 

S 1,085 $ 1,353 $ 

1,846 

(44) 
449 
941 
(70) 
(800) 

4 
(38) 

(298) 
277 

(80) 
52 
70 
(9) 
78 

1,834 
(67) 
(95) 
94 
485 
102 

(33) 
189 

(209) 
(449) 

(136) 
47 
(88) 
236 
60 

1,502 

1,888 

10 

669 
(157) 
(412) 

(240) 
(36) 
(22) 

(172) 
(134) 
(321) 
739 
(106) 

Net cash provided by operating activities 3,463 3,328 3,208 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Investment expenditures 
Acquisitions, net of cash acquired 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Net proceeds from the sales of other assets, and sales of and collections on notes receivable 
Settlement of net investment hedges and other investing derivatives 
Purchases of emission allowances 
Sales of emission allowances 
Change in restricted cash 
Other 

(4,296) 
(137) 
(124) 

(3,013) 
2,988 

70 

(93) 
67 
58 

(12) 

(4,385) 
(147) 
(389) 

(7,353) 
7,454 

92 

(62) 
104 
115 
(39) 

(3,125) 
(91) 
(66) 

(23,639) 
24,613 

154 
(10) 

(103) 
52 
68 
(4) 

Net cash used in investing activities (4,492) (4,611) (2,151) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the: 

Issuance of long-term debt -
Issuance of common stock related to employee benefit plans 

Payments for the redemption of: 
Long-term debt 
Convertible notes 

Decrease in cash overdrafts 
Notes payable and commercial paper 
Distributions to noncontrolling interests 
Contributions from noncontrolling interests 
Cash distributed to Spectra Energy 
Dividends paid 
Other 

Supplemental Disclosures: 
Cash paid for interest, net of amount capitalized 
Cash (received) paid for income taxes 

Significant non-cash transactions: 
Distribution of Spectra Energy to sliareholders 
Accrued capital expenditures 

4,409 
519 

(1,533) 

I 
(548) 

(37) 
— 
— 

(1,222) 
(3) 

4,794 
133 

(2,130) 
— 

(73) 
(2) 

6 
— 

(1,143) 
6 

S23 
50 

(1,248) 
(110) 

(2) 
617 
(52) 

68 
(395) 

(1,089) 
11 

Net cash provided by (used in) financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and casfi equivalents at b^'nning of period 

Cash and cash equivalents at end of period 

1,585 

556 
986 

$ 1,542 

1,591 

308 
678 

$ 986 

(1,327) 

(270) 
948 

$ 678 

689 $ 677 
(419) $ 322 

$ 428 $ 378 $ 

827 
357 

5,219 
570 

^^Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Statements of Equity and Comprehensive Income 
Accumulated Other CampretiensK/e income [Loss] 

(In millions) 

Pension and 
Nel Gains OPEB 

cammon Additional Foreign (Losses) on Related C ŝmmon 
Stxk (iDmmon Paid-in Retained Currency Cash Flow Adjustments Stockholders' Noncontrolling Total 

Shares Stock Capitai Earnings Adjustments Hedges Other to AOCI Equity Interests Equity 

Balance at December 31,2006 1,257 $ 1 $19,854 $5,652 $ 949 $(45) $ 2 $(311) $26,102 $ 8 0 5 $26,907 

Net income 
Other Comprehensive Income 

Foreign currency translation adjustments 
Net unrealized losses on cash flow hedges'*" 
Reclassification into earnings from cash flow 

hedges*''̂  
Pension and OPEB related adjustments to 

AOCI 
Net actuarial gainW 
Other<=> 

Total compreiiensive income 
Adoption of uncertain tax position accounting 

standard 
Adoption of pension and OPEB funded status 

accounting standard 
Distribution of Spectra Enet^ to shareholders 
Purchases and ottier changes in norcontrollirg 

interest in subsidiaries 
Dividend reinvestment and employee benefits 
Cammon stcci^ dividends 

— 1,500 1.500 

200 
(141 — 

(1) -

— (25) — 

— (28) — 
— (4,612) (1,156) 

79 — 
— (1,089) 

5 — 

1,502 

— 

-
14 
96 
1 

— 
(22) 
148 

— 

200 
(HI 

(I) 

14 
96 
1 

1,795 

(251 

(50) 
(5,514) 

79 
(1.089) 

1 

-

-

3 

-

(5651 

(62) 

201 
(14) 

(1) 

14 
96 
1 

1,799 

(25) 

(50) 
(6,179) 

(62) 
79 

(1,0S9) 

Balance at December 31,2007 1,262 $ 1 $19,933 $ 1,398 $ (7) $(541 $ 2 % (74) $21,199 $ 181 $21,380 
Net income 
Ottier Comprehensive Income 

Foreign currency translation adjustments 
Net unrealized gains on cash ftow hedges"i 
Reclassification inlo earnings from cash flow 

hedges'^' 
Pension and OPEB related adjustments to 

AOCI 
Net actuarial loss'^i 
Unrealized loss on investments in auction rate 

securities"' 
Reclassification of losses on investments in 

auction rate securities and other 
available-for-sale securities into earnings'^) 

Unrealized loss on investments in 
available-for-sale securities'^'' 

Total comprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Common stock dividends 
Additional amounts related to the spin-off of 

Spectra Energy 

— 1,362 1,362 

(2991 
ID 

3 — 

— (28) 

— (10) 

— 

— 
3 

(280) 

(299) 
10 

3 

3 
(280) 

(2S) 

(10) 

10 — 173 — 
— — (1,143) 

— (10) 

769 

173 
(1,1431 

(101 

(4) 1,358 

(161 (315) 
10 

3 
(280) 

(28) 

— (10) 

(20) 749 

— 173 
— (1,143) 

(8) 
Balance at December 3 1 , 2008 1,272 $ 1 $20,106' $ 1,507 $ (306) $(41) $(281 $(351) $20,988 $ 163 $21,151 

Net incoma 
Other Comprehensive Income 

Foreign currency translation adjustments 
Net unrealized gain on cash flow hedges'^' 
Reclassification into earnings from cash flow 

1,075 

323 

Pension and OPEB related adjustments to 
AOCKi) 

Net actuarial loss'" 
Unrealized loss on investments in auction rate 

securities'" 
Reclassification of gains oa investments in 

available-for-sale securities into earningsia* 
Unrealized gain on investments in 

available-for-sale securities''" 

Total comprehensive income 
Common stock issuances, induding dividend 

reinvestment and employee benefits 
Purchases and other changes in noncontrolling 

interest in subsidiaries 
Common stock dividends 
Other 

37 — 546 — 

— — 14 — 
— — — (1,222) 
— — (5) — 

1 

18 

— 

-

-

— 

— 

— 

-

— 

_ 

(6) 

(5) 

8 

-

-

-

— 

36 
(21) 

-

-

— 

— 

— 

1,075 

323 
1 

18 

36 
(21) 

(6) 

(5) 

8 

1,429 

546 

14 
(1,222) 

(5) 

10 

13 

— 

— 

~ 
-
— 
28 

-
(55) 

1,085 

341 
1 

18 

36 
(21) 

(6) 

(5) 

8 

1,457 

545 

(411 
(1,222) 

(5) 

Balanceat December 3 1 , 2009 1,309 $ 1 $20,561 S I,4eo $ 17 $(22) $(31) 5(336) $21,750 $ 1 3 6 S21.88G 

(a) Net unrealized gains (losses) on cash flow tiedges, net of $1 taxexpense in 2009, $6 tax expense in 2008 and $9 tax benefit in 2C07. 
(bl Reclassification inlo eamings from cash fiow hedges, net of $10 taxexpense in 2009. $2 tax expense in 2(MS and zero in 2007. 
(c) Net actuarial gain net of $54 tax expense in 2007. 
(d) Net of lero tax expense in 2007. 
(e) Net actuarial loss net of $12 tax benefit in 2009 and £159 tax benefit in 2008. 
(fl Net of $4 tax benefit in 2009 and $18 tax benefit in 2008. 
(gl Net of $2 tax expense in 2009 and $5 tax benefit in 2008. 
(til Net of $4 ax expense in 2009 and $8 tan benefit in 2008, 
(i) Net of $16 tax expense in 2009, 

See Notes fo Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements For the Years Ended December 3 1 , 2009, 2008 and 2007 

1 . SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

Nature of Operations and Basis of Consolidation. 

Duke Energy Corporation (collectively with its subsifjiaries, Duke 

Energ/), is an energy company primarily located in the Americas. 

Duke Energy operates in the United States (U.S.) pnmarily through ite 

whoily-owned subsidiaries, Duke Energy Carolinas, LLC (Duke 

EnergyCarolinas), Duke Energy Ohio, Inc. {Duke Energy Ohio), Duke 

Energy Indiana, Inc. (Duke Energy Indiana) and Duke Energy 

Kentucky, Inc. (Duke Energy Kentucky), as well as in South and 

Central America through International Energy. See Note 2 for further 

information on Duke Energy's operations and its reportable business 

segmente. These Consolidated Financial Statemente include, after 

eliminating intercompany transactions and balances, the accounts of 

Duke Energy and all majority-owned subsidiaries where Duke Energy 

has control, and those variable interest entities where Duke Enei^ is 

the primary beneficiary. These Consolidated Financial Statements 

also reflect Duke Energy's proportionate share of certain generation 

and transmission facilities in South Carolina, Ohio, Indiana and 

Kentucky. 

On Januaiy 2, 2007, Duke Energy completed the spin-off to 

shareholders of ite natural gas businesses. The primary businesses 

that remained vJith Duke Energy post-spin are the U.S, Franchised 

Electric and GaS business segment, the Commercial Power business 

segment and the International Energy business segment. See Note 2 

for further information on Duke Energy's business segmente. Assete 

and liabilities of entities included in the spin-off of Spectra Energy 

Corp, (Spectra Energy) were transferred from Duke Energy on a 

historical cost basis on the date ofthe spin-off transaction. No gain or 

loss was recognized on the distribution of these operations to Duke 

Energy shareholders. Approximately $20.5 billion of assete, 

$14.9 billion of liabilities (which included approximately $8.6 billion 

of debt) and $5.6 billion of common stockholders' equity (which 

included approwmatelySl.O billion of accumulated other 

comprehensive income) were distributed from Duke Energy as ofthe 

date of the spin-off. 

Use of Estimates. 

To conform to generally accepted accounting principles (GAAP) 

in the United States, management makes estimates and assumptions 

that affect the amounts reported in the Consolidated Financial 

Statemente and Notes. Although these estimates are based on 

managements best available information at the time, actual results 

could differ. 

Cost-Based Regulation. 

Duke Energy accounte for certain of ite regulated operations in 

accordance-with applicable regulatory accounting guidance. The 

economic effects of regulation can result in a regulated company 

recording assets for coste that have been or are expected to be 

approved for recovery from customers in a future period or recording 

liabilities for amounts that are expected to be returned to customers in 

the rate-setting prxess in a period different from the period In which 

the amounte would be recorded by an unregulated enterprise. 

Accordingly, Duke Energy records assete and liabilities that result 

from the regulated ratemaking process that would not be recorded 

under GAAP for non-regulated entities. Reguiatory assete and 

liabilities are amortized consistent with the treatment of the related 

cost in the ratemaking process. Management continually assesses 

whether regulatory assete are probable of future recovery by 

considering factors such as applicable regulatory changes, recent rate 

orders applicable to other regulated entities and the statijs of any 

pending or potential deregulation legislation. Additionally, 

management continually assesses whether any regulatory liabilities 

have been incurred. Based on this continual assessment, 

management believes the existing regulatoiy assets are probable of 

recovery and that no regulatoty liabilities, other than those recorded, 

have been incurred. These regulatory assete and liabilities are 

primariiy classified in the Consolidated Balance Sheete as Regulatory 

Assete and Deferred Debite and Deferred Credite and Other Liabilities, 

respectively. Duke Energy periodically evaluates the applicabiliti/ of 

r^ulatory accounting treatment by considering factors such as 

r^ulatory changes and the impact of competition. If cost-based 

regulation ends or competition increases, Duke Energy may have to 

reduce ite asset balances to reflect a market basis less than cost and 

write-off the associated regulatoty assete and liabilities, For furtiier 

information see Note 4. 

In order to apply regulatory accounting treatment and record 

regulatory assete and liabilities, certain criteria must be met. In 

determining whether the criteria are met for ite operations, 

management makes significant judgmente, 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 coste of providing the 

regjlated service, and a determination of whether, in view ofthe 

demand for the r^ulated services and the level of competition, it is 

reasonable to assume that rates set at levels that will recover the 

operations' coste can be charged to and collected from customers. 

Thte final criterion requires consideration of anticipated changes in 

levels of demand or competition, direct and indirect, during the 

recovery period for any capitalized coste. Iffacte and circumstances 

change so that a portion of Duke Energy's regulated operations meet 

all of the scope cfiteria when such criteria had not been previously 

met, regulatory accounting treatment would be reapplied to all or a 

separable portion ofthe operations. Such reapplication includes 

adjusting the balance sheet for amounts tiiat meet the definition of a 

regulatory asset or regulatory liability. Refer to the following section 

titled, "Reapplication of Regulatory Accounting Treatment to Portions 

of Generation in Ohio." 

DUKE ENERGY CORPORATION / 2009 FORM 10-K 78 



PART 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

Fuei Cost Deferrals. 

Fuel expense includes fuei coste or other recoveries that are 

deferred through fuel clauses established by Duke Energy's regulators. 

These clauses allow Duke Energy to recover fuel coste, fuei-reiated 

coste and portions of purchased power coste through surcharges on 

customer rates. These deferred fuel coste are recognized in revenues 

and fuel expenses as they are billable to customers, 

Reapplication of Regulatory Accounting Treabnent to Portions of 

Generation in Oliio. 

Commercial Power's generation operations in the Midwest 

include generation assete located in Ohio that are dedicated to serve 

Ohio native load customers. These assete, as excess capacity allows, 

also generate revenues through sales outeide the native load 

customer base, and such revenue is termed non-native. 

Priorto December 17, 2008, Commercial Power did not apply 

regulatory accounting treatment to any of ite operations due to the 

comprehensive electric deregulation legislation passed by the state of 

Ohio in 1999, As discussed furtiier in Note 4, in April 2008, new 

legislation, Ohio Senate Bill 221 (SB 221), was passed in Ohio and 

signed by the Governor of Ohio on May 1, 2008. The new law 

codified the Public Utilities Commission of Ohio's (PUCO) authority to 

apprave an electric utility's standard service offer either through an 

Electric Security Plan (ESP) or a Market Rate Option (MRO), which is 

a price determined through a competitive bidding process. On 

July 3 1 , 2008, Duke Energy Ohio filed an ESP and, with certain 

amendmente, the ESP was approved by the PUCO on December 17, 

2008, The approval ofthe ESP on December 17, 2008 resulted in 

tile reapplication of regulatory accounting treatment to certain 

portions of Commercial Power's operations as ot that date, The ESP 

became effective on January 1, 2009. 

From January 1, 2Q05 through December31, 2QG8, 

Commercial Power operated under a Rate Stabilization Plan (RSP), 

which was a market-based standard service oflier. Although the RSP 

contained certain trackers that enhanced the potential for cost 

recovery, there was no assurance of stranded cost recovery upon the 

expiration of the RSP on DecemberSl, 2008 since it was initially 

anticipated that there would be a move to full competitive markete 

upon the expiration of the RSP. Accordingly, Commercial Power did . 

not apply regulatoty accounting treatiment to any of ite generation 

operations prior to December 17,2008. In connection with the 

approval ofthe ESP, Duke Energy reassessed whether Commercial 

Power's generation operations met the criteria for regulatory 

accounting treatment as SB 221 substantiaily increased the PUCO's 

oversight autiiority over generation in the state of Ohio, including 

giving the PUCO complete approval of generation rates and the 

establishment of an earnings test to determine if a utility has earned 

significantly excessive earnings. Duke Energy determined that certain 

coste and related rates (riders) of Ojmmercia) Power's operations 

related to generation sending native load met the necessary 

accounting criteria for regulatory accounting ti"eatinent as SB 221 

and Duke Energy Ohio's approved ESP enhanced the recovery 

mechanism for certain costs of its generation serving native load and 

increased the likelihood that ttiese operations will remain under a cost 

recovery model for certain coste for the remainder of the ESP period. 

Under the ESP, Commercial Power bills for ite native load 

generation via numerous riders. SB 221 and the ESP resulted in the 

approval of an enhanced recovery mechanism for certain of tiiese 

riders, which includes, but is not limited to, a price-to-compare fuel 

and purchased power rider and certain portions of a price-to-compare 

cost of environmental compliance rider. Accordingly, Commercial 

Power began applying regulatory accounting treatinent to the 

corresponding RSP riders that enhanced tiie recovery mechanism for 

recovery under the ESP on December 17, 2008. The remaining 

portions of Commercial Power's Ohio native load generation 

operations, revenues from which are reflected in rate riders tor which 

the ESP does not specifically allow enhanced recovety, as well as all 

generation operations associated with non-native customers, 

including Commercial Power's Midwest gas-fired generation assete, 

continue to not apply regulatory accounting as those operations do 

not meet the necessaty accounting criteria. Moreover, generation 

remains a competitive market in Ohio and native load customers 

continue to have the ability to switch to alternative suppliers for their 

electric generation service. As customers switch, tiiere is a risk that 

some or all of the reguiatory assete will not be recovered through the 

established riders. In assessing the probability of recovery of ite 

regulatory assete established for ite native load generation operations, 

Duke Energy continues to monitor the amount of native load 

customers that have switched to alternative suppliers. At 

DecemberSl, 2009, management has concluded that the 

established regulatory assete are still probable of recovery even 

tiiough there have been increased levels of customer switching. 

Despite certain portions of the Ohio native load operati'ons not 

meeting the criteria for applying regulatory accounting treatment, all 

of Commercial Power's Ohio native load operations' rates are subject 

to approval by the PUCO, and thus these operations are referred to 

here-in as Commercial Power's regulated operations, Accordin^y, 

beginning Januaty 1, 2009, these revenues and corresponding fuel 

and purchased power expenses are recorded in Regulated Electhc 

within Operating Revenues and Fuel Used in Electric Generation and 

Purchased Power — Regulated within Operating Expense, 

respectively, on the Consolidated Statemente of Operations. 

The reapplication of regulatory accounting treatment to 

generation in Ohio on December 17, 2008, as discussed above, 

resulted in an approximate $67 million after-tax (approximately 

$103 million pre-tax) extraordinary gain related to mark-to-market 

losses previously recorded in earnings associated with open toward 

nati've load economic hedge contracte for fuel, purchased power and 

emission allowances, which the RSP and ESP allow to be recovered 

through a fuel and purchase power (FPP) rider. There were no.other 

immediate income statement impacte on the date of reapplication of 

regulatory accounting, A corresponding regulatory asset was 

established for the value of these contracte. 
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Cash and Casli Equivaients. 

Ali highly liquid investmente with maturities of three montiis or 

less at the date of acquisition are considered cash equivalente. 

Restricted Cash. 

At December 3 1 , 2009 and 2008, Duke Energy had 

approximately $38 million and $85 million, respectively, of resti'icted 

cash related primarily to proceeds from debt issuances that are held 

in trust for the purpose of funding future environmental construction 

or maintenance expenditures. Restricted cash balances are refiected 

within botii Other within Current Assete and Other within Investimente 

and Other Assete on tiie Consolidated Balance Sheete. 

Inventory. 

Inventory is comprised of amounte presented in the table below 

and is recorded primarily using the average cost method. Inventory 

related to Duke Energy's regulated operations is vaiued at historical 

cost consistent with ratemaking treatment. Materials and supplies are 

recorded as inventory when purchased and subsequentiy charged to 

expense or capitalized to plant when installed. Inventory related to 

Duke Energy's non-regulated operations is valued at the lower of cost 

or mari<et. 

Components of Inventory 

(in millions} 

Materials and supplies 
Coal held for electric generation 
Natural gas 

Total inventory 

DecemberSl, 

2009 2008 

$ 705 $ 661 
748 471 
62 3 

$1,515 $1,135 

Effective November 1, 2008, Duke Energy Ohio and Duke 

Energy Kentucky executed agreemente with a third party to ti'ansfer 

titie of natijral gas inventoty purchased by Duke Energy Ohio and 

Duke Energy Kentucky to the third party. Under the agreements, tiie 

gas inventory was stored and managed for Duke Energy Ohio and 

Duke Energy Kentucky and was delivered on demand. As a result of 

the agreemente, the combined natural gas inventoty of approximately 

$81 million being held by a third party as of December 31 , 2008 

was classified as Other within Current Assete on the Consolidated 

Balance Sheete. 

, The gas storage agreemente noted above expired on 

October 3 1 , 2009, Effective November 1, 2009, Duke Energy Ohio 

and Duke Energy Kentucky executed agreemente with a different 

third party. Under the new agreemente, the gas inventory is being 

stored and managed for Duke Energy Ohio and Duke Energy 

Kentucky and will be delivered on demand. However, titie of the 

natural gas inventory remains with Duke Energy Ohio and Duke 

Energy Kentucky, The new gas storage agreemente will expire on 

OctoberSl, 2011, 

Invesbnents in Debt and Equity Securities. 

Duke Energy classifies investmente into two categories — 

trading and available-for-sale. Trading securities are reported at fair 

value in the Consolidated Balance Sheete with net realized and 

unrealized gains and losses included in earnings each period, 

Available-for-sale securities are also reported at fair value on the 

Consolidated Balance Sheete with unrealized gains and losses 

included in Accumulated Other Comprehensive Income (AOCI) or a 

regulatory asset or liability, unless it is determined that the carrying 

value of an investment is other-than-temporarily impaired. Otiier-

than-temporary impairmente related to equity securities and the credit 

loss portion of debt securities are included in earnings, unless 

deferred in accordance with regulatory accounting treatinent, 

Investmente in debt and equity securities are classified as either short-

term investmente or long-term investmente based on management's 

intent and ability to sell tiiese securities, taking into consideration 

illiquidity factors in the current markete witii respect to certain 

investmente that have historically provided for a high degree of 

liquidlti/, such as investimente in aucti'on rate debt securities. 

See Note 10 for further information on the investmente in debt 

and equity securities, including investimente held in tiie Nuclear 

Decommissioning Tmst Fund (NDTF), 

Goodwill. 

Duke Energy periderms an annual goodwill impairment test as of 

August 31 each year and updates the test between annual teste if 

evente or circumstances occur that would more likely than not reduce 

the fair value of a reporting unit below ite carrying value, Duke Energy 

performs the annual review for goodwill impairment at the reporting 

unit level, which Duke Energ/ has determined to be an operating 

segment or one level below. 

The annual test of the potential impairmentof goodwill requires 

a tiwo step process. Step one of the impairment test involves 

comparing the estimated fair values of reporting unite with their 

abrogate carrying values, including goodwill. Ifthecarryingamount 

of a reporting unit exceeds the reporting unit's fair value, step two 

must be performed to determine the amount, if any, of the goodwill 

impairment loss. If the carrying amount is less than fairvalue, further 

testing of goodwill impainnent is not performed. 

Step tA'o 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 impiied fair 

value of goodwill requires the valuation of a reporting unit's 

identifiable tangible and intangible assete and liabilities as if tiie 

reporting unit had been acquired 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 tiie net fair value of all 
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identifiable assete and liabilities represente the implied fair value of 

goodwill. The goodwill impairment charge, if any, would be the 

difference betiween the cartying amount of goodwill and tiie implied 

fair value of gpodwill upon tiie completion of step two. 

For purposes of tiie step one analyses, determination of 

reporting unite' fair vaiue is typically based on a combination of the 

income approach, which estimates the fair value of Duke Energy's 

repotting unite based on discounted future cash fiows, and the 

market approach, which estimates the fair value of Duke Energy's 

reporting unite based on market comparables within the utility and 

energy industi'ies. 

See Note 11 for further information, including discussion of an 

approximate $371 million goodwill impairment charge recorded 

during the year ended December 3 1 , 2009. 

Long-Lived Asset Impairments. 

Duke Energy evaluates whether long-lived assete, excluding 

goodwill, have been impaired when circumstances indicate the 

cartying value of those assete may not be recoverable. For such long-

lived assets, an impairment existe when ite carrying value exceeds tiie 

sum of estimates of the undiscounted cash flows expected to result 

from the use and eventual disposition ofthe asset. When altemative 

courses of action to recover the cartying 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 

cartying value of tiie long-lived asset is not recoverable based on 

tiiese estimated future undiscounted cash flows, the impairment loss 

is measured as the excess of the carrying value of the asset over ite 

fair value, such that the asset's carrying value is adjusted to ite 

estimated fair value. 

Management assesses the fair value of long-lived assete using 

commonly accepted techniques, and may use more than one source. 

SoiJrces to determine fair value include, but are not limited to, recent 

third party comparable sales, internally developed discounted cash 

flow analysis and analysis from outeide advisors. Significant changes 

in mari<et conditions resulting from evente such as, among others, 

changes in commodity prices or the condition of an asset, or a 

change in managemenfs intent to utilize tiie asset are generally 

viewed by management as tri^ering evente to re-assess the cash 

flov^ related to the long-lived assete. 

See Note 11 for further information regarding a long-lived asset 

impairment charge recorded during tiie year ended DecemberSl, 

2009. 

property, Plant and Equipment. 

Property, plant and equipment are stated at the lower of 

historical cost less accumulated depreciation or fair value, if impaired. 

For regulated operations, Duke Energ/ capitalizes all consti'ucti'on-

related direct labor and material coste, as well as indirect construction 

coste. Indirect coste include general engineering, taxes and the cost of 

funds used during construction {see "Allowance for Funds Used 

During Consti-uction (AFUDC) and Interest Capitalized," discussed 

below). The cost of renewals and bettermente that extend the useful 

life of property, plant and equipment are also capitalized. The cost of 

repairs, replacemente and major maintenance projecte, which do not 

extend the useful life or increase the expected output of the asset, is 

expensed as incurred. Depreciation is generally computed over the 

estimated useful life of the asset using the composite sti-aight-line 

method. The composite wei^ted-average depreciation rates, 

excluding nuclear fuel, were 3.30% for 2009, 3.11% for 2008, and 

3,19% for 2007. Depreciation studies are conducted periodically to 

update the composite rates and are approved by the various state 

commissions. 

When Duke Energy retires ite regulated properiy, plant and 

equipment, it charts the original cost plus the cost of retirertient, 

less salvage value, to accumulated depreciation, When it sells entire 

regulated operating units, or retires or sells non-regulated properties, 

the cost is removed from the property account and tiie related 

accumulated depreciation and amortization accounte are reduced. 

Any gain or loss is recorded in earnings, unless otiierwise required by 

the applicable regulatoty body. 

See Note 14 for further information on the componente and 

estimated useful lives of Duke Energy's property, plant and 

equipment balance. 

Nuclear Fuel. 

Amortization of nuclearfuel purchases is included within Fuel 

Used in Electric Generation and Purchased Power-Regulated in the 

Consolidated Stetemente of Operations, The amortization is recorded 

using the unite-of-production metiiod. 

Allowance for Funds Used During Construction and Interest 

Capitalized. 

In accordance with applicable regulatory accounting guidance, 

Duke Energy records AFUDC, which represente the estimated debt 

and equity coste of capital funds necessary to finance tiie 

construction of new regulated facilities. Both the debt and equity 

componente of AFUDC are non-cash amounte within the 

Consolidated Statemente of Operations. AFUDC is capitalized as a 

component of the cost of Property, Plant and Equipment, with an 

offeetting credit to Other Income and Expenses, net on the 

Consolidated Statemente of Operations for the equity component and 

as an offset to Interest Expense on the Consolidated Statemente of 

Operations for the debt component. After construction is completed, 

Duke Energ/ is permitted to recover these coste through inclusion in 

the rate base and the corresponding depreciation expense or nuclear 

ftjel expense. 

AFUDC equity is recorded in tiie Consolidated Statements of 

Operations on an after-tax basis and is a permanent difference item 

for income tax purposes (i.e., a permanent difference t)e&ween 

flnancial statement and income tax reporting), thus reducing Duke 
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Energy's income tax expense and effective tax rate during the 

construction phase in which AFUOC equity Is being recorded. The 

effective tax rate Is subsequentiy increased in future periods when the 

completed property, plant and equipment is placed in service and 

depreciation of the AFUDC equity commences. See Note 6 for 

information related to the impacte of AFUDC equity on Duke Energy's 

effective tax rate. 

For non-regulated operations, interest is capitalized during tiie 

construction phase in accordance with tiie applicable accounting 

guidance. 

Asset Retirement Obligations. 

Duke Energy recognizes asset retirement obligations for legal 

obligations associated with the retirement of long-lived assete that 

result from the acquisition, construction, development and/or normal 

use of the asset, and for conditional asset retirement obligations. The 

term conditional asset retirement obligation refers to a legal obligation 

to perform an asset retirement activity in which the timing and (or) 

method of settiement are conditional on a future event that may or 

may not be within the control of the enti'ty. The obligation to perform 

the asset retirement activity is unconditional even though uncertainty 

existe about the timing and (or) method of settlement. Thus, the 

timing and (or) method of settlement may be conditional on a future 

event. When recording an asset retirement obligation, the present 

value of the projected liabiliti/ is recognized in the period in which it is 

incurred, ifa reasonable estimate of fair value can be made. The 

present value of the liability is added to the carrying amount of the 

associated asset. This additional cartying amount is then depreciated 

over the estimated useful life of the asset. See Note 7 for further 

information regarding Duke Energy's asset retirement obligations. 

Revenue Recognition and Unbilled Revenue. 

Revenues on sales of electricity and gas are recognized when 

either tiie ser̂ /ice is provided or the product is delivered. Operating 

revenues include unbilled electric and gas revenues earned when 

sen/ice has been delivered but not billed by tiie end of tiie accounting 

period. Unbilled retail revenues are estimated by applying an average 

revenue per kilowati:-hour (kWh) or per thousand cubic feet (Mcf) for 

all customer classes to the number of estimated kWh or Mcfs 

delivered but not billed. Unbilled 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. 

Unbilled wholesale demand revenues are calculated by applying tiie 

contractoal rate per megawatt (MW) to the MWvolume delivered but 

not yet billed. The amount of unbilled revenues can var/ significantiy 

from period to period as a result of numerous factors, including 

seasonality, weather, customer usage patterns and customer mix. 

Unbilled revenues, which are primarily recorded as Receivables on 

the Consolidated Balance Sheets and exclude receivables sold to 

OingEgy Receivables Company, LLC (Cinergy Receivables), were 

approximately $450 million and $390 miiiion at December 3 1 , 

2009 and 2008, respectively. Additionally, Duke Energy Ohio, Duke 

Energy Kentucky and Duke Energy Indiana sell, on a revolving basis, 

neariy all oftheir retail accounte receivable and a portion oftheir 

wholesale accounte receivable and related collections to Cinergy 

Receivables, a bankruptoy remote, special purpose entity tiiat is a 

wholly-owned limited liability company of Cinergy Corp. (Cinergy), a 

wholly-owned subsidiary of Duke Ener^. The securitization 

transaction was structured to meet the criteria for sale accounting 

treatment under the accounting guidance for transfers and sen/icing 

of financial assete and, accordingly, the transfers of receivables are 

accounted for as sales. Receivables for unbilled retail and wholesale 

revenues of approximately $238 million and $266 million at 

December 3 1 , 2009 and 2008, respectively, were included in the 

sales of accounte receivables to Cinergy Receivables. See Note 21 for 

additional information regarding Cinerg' Receivables including the 

impacte of adoption of new accounting rules which require the 

consolidation of Cinetgy Receivables. 

Accounting for Risk Management, Hedging Activities and Financial 

Instruments. 

Duke Energy may use a number of difi'erent derivative and 

non-derivative instrumente in connection with ite commodity price, 

interest rate and foreign currency risk management activities, 

including swaps, futures, forwards and options. All derivative 

instrumente not designated as hedges and not quali^ing forthe 

normal purchas^normal sale (NPNS) exception wltiiin the 

accounting guidance for derivatives are recorded on the Consolidated 

Balance Sheete at their fair value. Duke Energy may designate 

qualifying derivative instrumente as either cash flow hedges or fair 

value hedges, while others either have not been designated as 

hedges or do not qualify as a hedge (hereinafter referred to as 

undesignated contracte). For all contracte accounted for as a hedge, 

Duke Energy prepares formal documentation of ttie hedge in 

accordance with tiie accounting guidance for derivatives. In addition, 

at inception and at least every three montiis thereafter, Duke Energy 

formally assesses whether the hedge contract is highly effective in 

ofisetting changes in cash flows or fair values of hedged items. Duke 

Energy documente hedging activity by transaction type (futures/ 

swaps) and nsk management strategy (commodity price risk/interest 

rate nsk). 

See Note 8 for additional information and disclosures regarding 

risk management activities and derivative transactions and balances. 

Captive Insurance Resen/es. 

Duke Energy has captive insurance subsidiaries which provide 

insurance coverage, on an indemnity basis, to Duke Energy entities 

as well ascertain third parties, on a limited basis, for various business 

risks and losses, such as property, business intermption and general 

liability. Uabilities include provisions for estimated losses incurred but 
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not yfit repotted (IBNR), as well as provteions for known claims 

which have been estimated on a claims-incurred basis. !8NR resen/e 

estimates involve the use of assumptions and are primarily based 

upon historical loss experience, industty data and other actuarial 

assumptions. Resen/e estimates are adjusted in futore periods as 

actual losses differ from historical experience, 

Duke Energy, through ite captive insurance entities, also has 

reinsLirance coverage, which provides reimbursement to Duke Energy 

for 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 once 

realization of the receivable is deemed probable by ite captive 

insurance companies. 

Unamortized Debt Premium, Discount and Expense. 

premiums, discounte and expenses incurred with the issuance 

of outstanding long-term debt are amortized over the terms of the 

debt issues. Any call premiums or unamortized expenses associated 

with refinancing higher-cost debt obligations to finance regulated 

assete and operations are amortized consistent witii regulatory 

treatinent of those items, where appropriate. The amortization 

expense is recorded as a component of interest expense in the 

Consolidated Statemente of Operations and te reflected as 

Depreciation and amortization within Net cash provided by operating 

activities on the Consolidated Statemente of Cash Flows. 

Loss Contingencies and Environmental Liabilities. 

Duke Energy is involved in certain legal and environmental 

mattete that arise in the normal course of business. Contingent losses 

are recorded when it is determined that it is probable that a loss has 

occurred and tiie amount of the loss can be reasonably estimated. 

When a range of the probable loss existe and no amount within tiie 

range is a better estimate tiian any other amount, Duke Energy 

records a loss contingency at the minimum amount in the range. 

Unless othenvise required by GAAP, legal fees'are expensed as 

incurred. Environmental liabilities are recorded on an undiscounted 

basis when the necessity for environmental remediation becomes 

probable and the coste can be reasonably estimated, or when otiier 

potential environmental liabilities are reasonably estimable and 

probable. Duke Energy expenses environmental expenditures related • 

to conditions caused by past operations that do not generate current 

or future revenues. Certain environmental expenses receive regulatory 

accounting treatinent, under which tiie expenses are recorded as 

regulatory assete. Environmental expenditures related to operations 

that generate current or future revenues are.expensed or capitalized, 

as appropriate. 

See Note 16 for further information. 

Pension and Ottier Post-Retirement Benefit Plans. 

Duke Energy maintains qualified, non-qualified and other post-

retirement benefit plans. See Note 20 for information related to Duke 

Energy's benefit plans. Including certain accounting policies 

associated with these plans. 

Severance and Special Tenmination Benefits. 

Duke Energy has an ongoing severance plan under which, in 

general, the longer a terminated employee worked priorto termination 

the greater the amount of severance benefite. Duke Energy records a 

liability for involuntaty severance once an involuntary severance plan 

is committed to by management, or sooner, if involuntary severances 

are probable and the related severance benefite can be reasonably 

estimated. For involuntaty severance benefite tiiat are incremental to 

ite ongoing severance plan benefite, Duke Energy measures the 

obligation and records the expense at ite fair value at the 

communication date if tiiere are no future service requiremente, or, if 

future sen/ice is required to receive the termination benefit, ratably 

over the sen/ice period. From time to time, Duke Energy offers special 

termination benefite under voluntery severance programs. Special 

termination benefite are measured upon employee acceptance and 

recorded immediately absent a significant retention period. If a 

significant retention period existe, the cost of tiie special termination 

benefite are recorded ratably over the remaining service periods of the 

affected employees. Employee acceptance of voluntaty severance 

benefite is determined by management based on the facte and 

circumstances ofthe special termination benefite being offered. 

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 

guarantee, if any. Fair value is estimated using a probability-weighted 

approach, Duke Energy reduces tiie obligation over the term of tiie 

guarantee or related contract in a systematic and rational method as 

risk is reduced under the obligation. Any additional contingent loss for 

guarantee contracte subsequent to the initial recognition of a liability 

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 

agreemente related to purchase and sale agreemente and other types 

of contractual agreemente with vendors and other third parties. These 

agreemente typically cover environmental, tax, litigation and other 

matters, as well as breaches of representations, warranties and 

covenante. Typically, claims may be made by third parties for various 

periods of time, depending on tfie natore of the claim. Duke Energy's 

potential exposure underthese indemnification agreemente can range 

from a specified to an unlimited dollar amount, depending on the 

nature of the claim and the particular transaction. See Note 17for 

furtfier information, 

Stock-Based Compensation. 

For employee awards, equity classified stock-based 

compensation cost is measured at the grant date, based on the fair 

value of ttie award, and is recc^nized as expense over the requisite 
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sen/ice period, which generally begins on the date the award is 

granted through the earlier of the date the award veste or the date the 

employee becomes retirement eligible. Share-tased awards, 

including stock options, granted to employees that are already 

retirement eligible are deemed to have vested immediately upon 

issuance, and therefore, compensation cost for those awards is 

recc^nized on the date such awards are granted, See Note 19 for 

further information. 

Other Liabilities. 

At December 31 , 2009 and 2008, approximately $257 million 

and $195 million, respectively, of liabilities associated with vacati'on 

accrued are included in Other within Current Uabilities on the 

Consolidated Balance Sheete. As of December 31 , 2009, this 

balance exceeded 5% of tiital current liabilities. 

Accounting For Purchases and Sales of Emission Allov/ances. 

Emission allowances are issued by the Environmental Protection 

Agency (EPA) at zero cost and permit the holder of tiie allowance to 

emit certain gaseous by-producte of fossil fuel combustion, including 

sulfur dioxide (SOs) and nitrogen oxide,(NO;̂ ). Allowances may also 

be bought and sold via third party transactions or consumed as the 

emissions are generated. Allowances allocated to or acquired by 

Duke Enet^ are held primarily for consumption. Duke Energy 

records emission allowances as Intangible Assets on Ite (!tonsolidated 

Balance Sheete at cost and recognizes the allowances in earnings as 

they are consumed or sold. Gains or losses on sales of emission 

allowances by regulated businesses that do not provide for direct 

recovery through a cost tracking mechanism and non-regulated 

businesses are presented on a net basis in Gains (Losses) on Sales of 

Otiier Assete and Other, net, in the accompanying Consolidated 

Statemente of Operations, For regulated businesses that provide for 

direct recovery of emission allowances, any gain or loss on sales of 

recoverable emission altowances 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, tiierefore, as 

the recovery ofthegain or loss is recc^nized in operating revenues, 

the regulatory asset or liability related to the emission allowance 

activity is recognized as a component of Fuel Used in Electric 

Generation and Purchased Power-Regulated in the Consolidated 

Statemente of Operations. Purchases and sales of emission 

allowances are presented gross as Investing activities on tiie 

Consolidated Statemente of Cash Flov^s. See Note 11 for discussion 

regarding the impairment of the carrying value of certain emission 

allowances in 2008. 

Income Taxes. 

Duke Energy and ite subsidiaries file a consolidated federal 

income tax return and other state and foreign jurisdictional returns as 

required. Deferred income taxes have been provided for temporary 

differences between the GAAP and tax carrying amounte of assete 

and liabilities. These differences create taxable or tax-deductible 

amounte for future periods. Investment tax credite (ITC) associated 

witii regulated operations are deferred and are amortized as a 

reduction of income tax expense over the estimated useful lives of the 

related properties, 

Duke Energy records unrea^nized tex benefite for positions 

taken or expected to be taken on tax retorns, includlngthe decteion 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 technical merite and facte and circumstances of the position, 

assuming the position will be examined by a texing autiiority having 

full knowledge of all relevant information. Duke Energy records the 

largestamountofthe unrecognized tax benefit that is greater than 

50% likely of being realized upon settlement or effective settlement. 

Management considers a tax position effectively settled for the 

purpose of recognizing previously unrecognized tax benefite when the 

following conditions exist: (i) the taxing authority has completed ite 

examination procedures, including ali appeals and administrative 

reviews that the taxing authority is required and expected to perform 

for the tax positions, (ii) Duke Energy does not intend to appeal or 

litigate any aspect of the tax position included in the completed 

examination, and (iii) it is remote that the taxing authority would 

examine or reexamine any aspect of the tax position. See Note 6 for 

further information. 

Deferred taxes are not provided on translation gains and losses 

where Duke Energy expecte eamings of a foreigi operation to be 

indefinitely reinvested. 

Duke Energy records, as it relates to taxes, interest expense as 

Interest Expense and interest income and penalties in Ottier Income 

and Expenses, net, in the Consolidated Statemente of Operations. 

Accounting for Renewable Energy Tax Credits and Grants Under 

the American Recovery Act of 2009. 

In 2009, The Amehcan Recovery and Reinvestment Actof 

2009 (the Stimulus Bill) was signed into law, which provides tax 

incentives in the form of ITC or cash g'ante for renewable energy 

facilities and renewable generation property either placed in sen/ice 

through specified dates or for which construction has begun priorto 

specified dates. Under the Stimulus Bill, Duke Energy may elect an 

ITC, which is determined based on a percentage of tiie tax basis of 

tiie qualified property placed in service, for property placed in service 

after 2008 and before 2014 (2013 for wind facilities) or a cash 

grant, which allows enti'ties to elect to receive a cash grant in lieu of 

the ITC for certain property either placed in sen/ice in 2009 or 2010 

or for which construction begins in 2009 and 2010. When Duke 

Energy elects either the ITC or cash grant on Commercial Power's 

wind facilities that meet tiie stipulations ofthe Stimulus Bill, Duke 

Energy reduces the basis of the property recorded on the Consolidated 
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Balance Sheete by the amount of the ITC or cash grant and, 

therefore, the ITC or grant benefit is recognized ratably over the life of 

the associated asset. Additionally, certain tex credite and government 

grante received under the Stimulus Bill provide for an incremental 

initial tax depreciable base in excess of tiie carrying value for GAAP 

purposes, creating an initial deferred tax asset equal to tiie tex effect 

of one half of the ITC or govemment grant. Duke Energy records the 

deferred tex benefit as a reduction to income tax expense in the 

period that the basis difference is created, 

Excise Taxes. 

Certain excise taxes levied by state or local governmente are 

collected by Duke Energy from ite customers. These taxes, which are 

required to be paid regardlKS of Duke Energy's ability to collect from 

the customer, are accounted for on a gross basis. When Duke Energy 

acte as an agent, and tiie tex is not required to be remitted if it is not 

collected from the customer, the texes are accounted for on a net 

basis. Duke Energy's excise taxes accounted for on a gross basis and 

recorded as operating revenues in ttie accompanying Consolidated 

Statemente of Operations were approximately $276 million, 

$278 miiiion and $277 million for the years ended DecemberSl, 

2009, 2008 and 2007, respectively. 

Foreign Currency Translation. 

The local currencies of Duke Energy's foreign operations have 

been determined to be their functional currencies, except for certain 

foreign operations whose functional currency has been determined to 

be the U.S. Dollar, based on an assessment of the economic 

circumstances of the foreign operation. Assete and liabilities of foreign 

operations, except for those whose functional currency is the 

U.S. Dollar, are translated into U.S. Dollars at the exchange rates at 

period end. Translation adjustmente resulting from fluctuations in 

exchange rates are included as a separate component of AOCi. 

Revenue and expense accounte 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 functional currency are included in the resulte of 

operations in the period In which they occur. See Note 22 for 

additional information on gains and losses primarily associated witti 

Intemational Energ/'s remeasurement of certain cash and debt 

balances into the reporting entity's functional currency and 

transaction gains and losses. 

Statements of Consolidated Cash Flows. 

Duke Energy has made certain classification elections within ite 

Consolidated Statemente of Cash Flows. Cash flows from 

discontinued operations are combined with cash flows fi'om 

continuing operations within operating, investing and financing cash 

flows within the Consolidated Statemente of Cash Flows. With respect 

to cash overdrafte, book overdrafts are included within operating cash 

flows while bankoverdrafts are included within financing 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 shareholders. 

However, as further described in Note 4, due to conditions 

established by regulators at the time ofthe Duke Energy/Cinergy 

merger in April 2006, certain wholly-owned subsidiaries have 

restrictions on paying dividends or otherwise advancing funds to 

Duke Energy, At December 3 1 , 2009 and 2008, an insignificant 

amount of Duke Energy's consolidated Retained Earnings baiance 

represente undisttibuted earnings of equity method investmente. 

New Accounting Standands. 

The following new accounting standards were adopted by Duke 

Energy during the year ended December 31 , 2009 and the impact of 

such adoption, if applicable has been presented in the accompanying 

Consolidated Financial Stetemente: 

Financial Accounting Standards Board's (FASB) Accounting 

Standards Codification (ASC) 105 — Generally Accepted 

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 offinancial stetemente of nongovernmental 

entities that are presented in conformity with GAAP, Rules and 

interpretive releases of the Securities and Exchange Commission 

(SEC) under autiiority of federal securities laws are also sources of 

authoritative GAAP, On tfie effective date of the changes to ASC 105, 

which was for financial statements issued for interim and annual 

periods ending after September 15, 2009, the ASC supersedes all 

then-existing non-SEC accounting and reporting standards. Under the 

ASC, all of ite content carries the same level of authority and the 

GAAP hierarchy indudes only two levels of GAAP: authoritetive and 

non-authoritetive. While the adoption of tiie ASC did not have an 

impact on the accounting followed in Duke Energy's consolidated 

financial statemente, the ASC impacted the references to authoritative 

and non-authoritative accounting literature contained within the 

Notes, 

ASC 805 — Business Omibinations (ASC 805). In December 

2007, the FASB issued revised guidance related to the accounting for 

business combinations. This revised guidance reteined tiie 

fundamentel 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 

esteblished principles and requiremente for how an acquirer 

recognizes and measures in Its financial statemente the identifiable 

assete acquired, the liabilities assumed, any noncontrolling (mlnoritiy) 

intereste in an acquiree, and any goodwill acquired in a business 

combination or gain recc^nized from a bargain purchase. For Duke 

Energy, tiiis revised guidance is applied prospectively to business 

combinations for which the acquisition date occurred on or after 
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January 1, 2009, The impact to Duke Energy of applying this revised 

guidance for periods subsequent to implementetion will be dependent 

upon the natijre of any transactions within the scope of ASC 805. 

The revised guidance of ASC 805 changed the accounting for income 

texes related to prior business combinations, such as Duke Energy's 

merger with Cinergy. Effective January 1, 2009, ttie resolution of any 

tax contingencies relating to Cinergy that existed as of the date of the 

merger are required to be reflected in tiie Consolidated Stetements of 

Operations instead of being reflected as an adjustment to flie 

purchase price via an adjustinent to goodwill. 

;iSC SiO — Consolidations (ASC 810). In December 2007, 

the FASB amended ASC 810 to esteblish accounting and reporting 

standards for the noncontrolling (minority) interest in a subsidiary and 

for the deconsolidation of a subsidiary and to clarity that a 

noncontrolling interest in a subsidiaty is an ownership interest in a 

consolidated entity that should be reported as equity in the 

consolidated flnancial stetemente. This amendment also changed tiie 

way the consolidated income statement is presented by requiring 

consolidated net income to be reported at amounte tiiat include the 

amounte attributeble to both ttie parent and the noncontrolling 

interest. In addition, tills amendment esteblished a single metiiod of 

accounting for changes in a parent's ownership interest in a 

subsidiary that do not result in deconsolidation. For Duke Energy, thte 

amendment was effective as of January 1, 2009, and has been 

applied prospectively, except for certain presentetion and disclosure 

requiremente that were applied retrospectively. The adoption of these 

provisions of ASC SIO impacted the presentetion of noncontrolling 

intereste in Duke Energy's Oonsolidated Financial Statemente, as well 

as the calculation of Duke Energy's effective tex rate, 

ASC 815 — Derivatives and Hedging {ASC 815). In March 

2008, the FASB amended and expanded the disciosure requiremente 

for derivative instrumente and hedging activities required under 

ASC 815. The amendmente to ASC 815 requires quaiitetive 

disclosures about objectives and strategies for using derivatives, 

volumetric date, quantitative disclosures about fair value amounte of 

and gains and losses on derivative instrumente, and disclosures 

about credit-risk-related contingent features in derivative agreemente. 

Duke Energy adopted these disclosure requiremente as of January 1, 

2009. The adoption of the amendmente to ASC 815 did not have 

any impact on Duke Energy's consolidated resulte of operations, cash 

flows or financial position. See Note 8 for tiie disclosures required 

under ASC815. 

ASC 715 — Compensation — Retirement Benefits (ASC 

715). In December 2008, the FASB amended ASC 715 to require 

more detailed disclosures about employers' plan assete, 

concentrations of risk wltiiin plan assete, and valuation techniques 

used to measure tiie fair vaiue of plan assete. Additionally, companies 

will be required to disclose their pension assete in a fashion 

consistent with ASC 820 — Fair Value Measurements and 

Disclosures (i.e.. Level 1, 2, and 3 of the fair value hierarchy) along 

with a roll-fonward ofthe Level 3 values each year. For Duke Energy, 

these amendmente to ASC 715 were effective for Duke Energy's 

Form 10-K for the year ended DecemberSl, 2009, The adoption of 

tiiese new disciosure requiremente did not have any impact on Duke 

Energ/s resulte of operations, cash flows or financial position. See 

Note 20 for tiie disclosures required under ASC 715, 

The following new accounting standards were adopted by Duke 

Energy during ttie year ended December 31 , 2008 and tiie impact of 

such adoption, if applicable, has been presented in the 

accompanying (Consolidated Rnancial Statemente: 

ASC 820 — Fair Vaiue Measurements and Disclosures (ASC 

820). Refer to Note 9 for required fair value disclosures. 

ASC 825 ~ Finandal Instruments (ASC 825). ASC 825 

permite, but does not require, entities to elect to measure many 

financial instrumente and certain other items at fair value. See 

Note 9. 

ASC 860 — Transfers and Sen/icing (ASC 860) and ASC 

810. In December 2008, the FASB amended the disclosure 

requiremente related to transfers and servicing of financial assete and 

variable interest enti'ties (VIEs) to require public entities to provide 

additional disclosures about transfers offinancial assete and to require 

public enterprises to provide additional disclosures about their 

involvement with VIEs. Additionally, certain disclosures were required 

to be provided by a public enterprise that is (a) a sponsor that has a 

variable interest in a VIE and (b) an enterprise that holds a significant 

variable interest in a qualitying special-purpose entity (QSPE) but was 

not the transferor (nontransferor enterprise) of financial assete to the 

QSPE. The new disclosure requiremente are intended to provide 

greater transparency to financial statement users about a transferor's 

continuing involvement witii transferred financial assete and an 

enterprise's involvement with VIEs, The new disclosure requiremente 

were effective for Duke Energy beginning December 3 1 , 2008, Hie 

additional requiremente of ASC 810 did not have any impact on 

Duke Energy's consolidated resulte of operations, cash flovi/s or 

financial position. See Note 21 for additional information. 

The following new accounting standards were adopted by Duke 

Energy during the year ended DecemberSl, 2007 and the impact of 

such adoption, if applicable, has been presented in the 

accompanying Consolidated Financial Stetemente: 

ASC 715. In October 2006, the FASB issued accounting mles 

tiiat changed the rec<^nition and disclosure provisions and 

measurement date requiremente for an employer's accounting for 

defined benefit pension and other post-retirement plans. The 

recognition and disclosure provisions require an employer to 

(1) recognize the funded status of a benefit plan — measured.as tiie 

difference between plan assete at fair value and the benefit obligation 

— in ite statement of financial position, (2) recognize as a 

component of other comprehensive income, net of tax, the gains or 

losses and prior sen/ice coste or credite that arise during the period 

but are not recognized as componente of net periodic benefit cost, 

and (3) disclose in the notes to financial statemente certain additional 
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information. These new accounting njles did not change ttie amounte 

recognized in the income stetement as net periodic benefit cost, Duke 

Energy recognized the funded stetus of ite defined benefit pension 

and other post-retirement plans and presided the required additional 

disclosures as of December 31 , 2006. The adoption of these new 

accounting rules did not have a material impact on Duke Energy's 

consolidated resulte of operations or cash flows. 

Under the new measurement date requiremente, an employer is 

required to measure defined benefit plan assete and obligations as of 

the date of the employer's fiscal year-end stetement of financial 

position (with limited exceptions). Historically, Duke Energy 

measured Ite plan assete and obligations up to three months prior to 

the fiscal year-end, as allowed under the authoritetive accounting 

literature. Duke Energy adopted tiie change in measurement date 

effective January 1, 2007 by remeasuring plan assete and benefit 

obligations as of that date, pursuant to the transition requiremente of 

ttie new accounting rules. See Note 20. 

ASC 740 — Income Taxes (ASC 740]. In July 2006, the 

FASB provided new guidance on accounting for income tax positions 

about which Duke Energy has concluded tiiere is a level of 

uncertainty with respect to the recognition of a tax benefit in Duke 

Energy's financial stetemente. This guidance prescribed the minimum 

recognition threshold a tax position is required to meet. Tax positions 

are defined very broadly and include not only tax deductions and 

credite but also decisions not to file in a particular jurisdiction, as well 

as the texability of transactions, Duke Energy adopted this new 

accounting guidance effective January 1, 2007. See Note 6 for 

additional information. 

The following new Accounting Standard Updates (ASU) have 

been issued, but have not yet been adopted by Duke Energy, as of 

DecemberSl,2009: 

ASC 860. In June 2009, the FASB issued revised accounting 

guidance for tf-ansfers and sen/icing of financial assete and 

extinguishment of liabilities, to require additional infomation about 

transfers offinancial assete, including securitization transactions, as 

well as additional information about an enterprise's continuing 

e>;posure to tiie risks related to transferred financial assete. This 

revised accounting guidance eliminates the concept of a qualitying 

special-purpose entity (QSPE) and requires those entities which were 

not subject to consolidation under previous accounting rules to novv 

be assessed for consolidation. In addition, this accounting guidance 

clarifies and amends the derecognition criteria for transfers of financial 

assete (including transfers of portions offinancial assets) and requires 

additional disclosures about a transferor's continuing involvement In 

trsnsferred financial assete. For Duke Energy, this revised accounting 

guidance is effective prospectively for transfers of financial assete 

occurring on or after Januaty 1, 2010, and early adoption of this 

statement is prohibited. Since 2002, Duke Energy Ohio, Duke 

Energy Indiana, and Duke Energy Kentucky have sold, on a revolving 

basis, neariy all of their accounte receivable and related collections 

ttirough Cinerg/ Receivables, a bankruptcy-remote QSPE, The 

securitization transaction was structured to meet the criteria for sale 

accounting treatment, and accordingly, Duke Energy has not 

consolidated Cinergy Receivables, and the transfers have been 

accounted for as sales. Upon adoption of this revised accounting 

guidance, the accounting treatment and/or financial statement 

presentetion of Duke Energy's accounte receivable securitization 

programs will be impacted as Cinergy Receivables will be 

consolidated by Duke Energy as of Januaty 1, 2010. See Note 21 for 

additional information, 

ASC SIO. 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 meete tiie 

definition of a VIE. This revised accounting guidance also requires an 

enterprise to qualitatively assess the determination of the primary 

beneficiary of a VIE based on whether that enterprise has both the 

power to direct matters that most significantly impact the activities of 

a VIE and the obligation to absorb losses or the right to receive 

benefite of a VIE that could potentially be significant to a VIE. In 

addition, this revised accounting guidance modifies existing 

accounting guidance to require an ongoing evaluation of a VIE's 

primary beneficiary and amends the types of evente that tri^er a 

reassessment of whether an entity is a VIE, Furthermore, this 

accounting guidance requires enterprises to provide additional 

disclosures about their involvement with VIEs and any significant 

changes in tiieir risk exposure due to that involvement. For Duke 

Energy, this accounting guidance is effective beginning on January 1, 

2010, and is applicable to all entities in which Duke Energy is 

involved wltii, including entities previously subject to existing 

accounting guidance for VIEs, as well as any QSPEs that exist as of 

the effective date. Early adoption of this revised accounting guidance 

is prohibited. Upon adoption of this revised accounting guidance, the 

accounting treatment and/or financial stetement presentation of Duke 

Energy's accounte receivable securitization programs will be impacted 

as Cinergy Receivables will be consolidated by Duke Energy effecti've 

January 1, 2010. Duke Energy is currentiy evaluating the potential 

impact of the adoption of this revised accounting guidance on ite 

other intereste in VIEs and is unable to estimate at this time the 

impact of adoption on ite consolidated results of operations, cash 

flows or financial position. 
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2. BUSINESS SEGMENTS 

Duke Energy operates the following business segmente, which 

are all considered reportable business segmente: U.S, Franchised 

Electric and Gas, Commercial Power and International Energy. There 

is no aggregation of operating segmente within Duke Energy's 

reportable business segmente. Duke Energy's management believes 

these reportable business segmente properiy align the various 

operations of Duke Energy with how the chief operating decision 

maker views tiie business, Duke Energy's chief operating decision 

maker regulariy reviews financial information about each of these 

reportable business segmente in deciding how to allocate resources 

and evaluate performance. 

U,S. Franchised Electric and Gas generates, transmite, 

distributes and sells electticity in central and western North Carolina, 

western South Carolina, central, north centtal and southem Indiana, 

and northern Kentucky. U.S, Franchised Electric,and Gas also 

transmite, and distributes electricity in southwestern Ohio, 

Additionally, U.S, Franchised Electtic and Gas transporis and sells 

natural gas in southwestern Ohio and northern Kentocky. It conducte 

operations primarily through Duke EnergyCarolinas, Duke Energy 

Ohio, Duke Energy Indiana and Duke Enetgy Kentucky, These 

electric and gas operations are subject to the njles and regulations of 

the Federal Energy Regulatory Commission (FERC), the North 

Carolina Utilities Commission (NOUC), the Public Sen/ice 

Commission of South Carolina (PSCSC), the PUCO, the Indiana 

Utility Regulatoty Commission (IURC) and the Kentucky Public 

Setvice Commission (KPSC), The substantial majority of U.S. 

Franchised Electric and Gas' operations are regulated and, 

accordingly, these operations quality for regulatoty accounting 

treatment. 

Commercial Power owns, operates and manages power plante 

and engages in the wholesale marketing and procurement of electtic 

power, fuel and emission allowances related to tiiese plante as well 

as other conti-actual positions. Ctommercial Power's generation asset 

fieet consiste of Duke Energy Ohio's r^ulated generation in Ohio and 

the five Midwestern gas-fired non-regulated generation assete that 

were a portion ofthe former Duke Energy North America (DENA) 

operations. Commercial Power's assete, excluding wind energy 

generation assete, comprise approximately 7,550 net MW of power 

generation primarily located in the Midwestern United States. The 

asset portfolio has a diversified fuel mix witii base-load and mid-merit 

coal-fired unite as well as combined cycle and peaking natural 

gas-fired unite. Effective January 2009, tiie generation asset output 

in Ohio Is contracted underthe ESP through DecemberSl, 2011. As 

discussed further In Notes 1 and 4, beginning on December 17, 

2008, Commercial Power reapplied regulatory accounting treafrnent 

to certain portions of ite operations due to the passing of SB 221 and 

the approval of the ESP. Commercial Power also has a retail sales 

subsidiary, Duke Energy Retail Sales (DERS), which is certified by the 

PUCO as a Competitive Retell Electric Service (CRES) provider In 

Ohio. DERS sen/es retell 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 markete in Ohio, 

DERS has focused on acquiring customers that had previously been 

sen/ed by Duke Energy Ohio under the ESP, as well as those 

previously served by other Ohio franchised utilities. Commercial 

Power also develops and implemente customized energy solutions. 

Through Duk&Energy Generation Sen/ices, Inc. and ite affiliates 

(DEGS), Commercial Power 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 facilities throughout the U.S. In addition, DEGS 

engages in the development, construction and operation of wind 

energy projecte, Currentiy, DEGS has approximately 735 net MW of 

wind energy generating capacity in commercial operation, 

approximately 250 MW of wind energy under constmction and more 

than 5,000 MW of wind energy projects in development, DEGS is 

also developing transmission, solar and biomass projects. 

International Energy principally operates and manages power 

generation facilities and engages in sales and marketing of electric 

power and natural gas outeide the U.S. It conducte operations 

primarily through Duke Energy International, LLC and ite affiliates and 

ite activities principally terget power generation in Latin America, 

Additionally, Intemational Energy owns equity investments in 

National Methanol Company (NMC), located in Saudi Arabia, which 

is a leading regional producer of methanol and methyl tertiary butyl 

ether (MTBE), and Attiki Gas Supply S.A. (Attiki), which is a natural 

gas distributor located in Athens, Greece, See Note 12 for additional 

information related to tiie investment in Attiki subsequent to 

December 31 , 2009, 

The remainder of Duke Energy's operations is presented as 

Other. While it is not considered a business segment, Other primarily 

includes certain unallxated corporate coste, Bison insurance 

Company Umited (Bison), Duke Energy's wholly-owned, captive 

insurance subsidiary, Duke Energy's effective 50% interest in the 

Crescent JV (Crescent) and DukeNet Communications, LLC 

(DukeNet) and related telecommunications. Additionally, Other 

includes Duke Energy Trading and Marketing, LLC (DETM), which is 

40% owned by ExxonMobil and 60% owned by Duke Energy, and 

management Is currentiy in the prxess of winding down. 

Unallocated corfwrate coste include certain coste not allocable to 

Duke Energy's reportable business segmente, primarily governance 

coste, coste to achieve mergers and divestitures (such as the Cinergy 

merger and spin-off of Spectra) and coste associated with certain 

corporate severance programs. Bison's principal activities as a captive 

insurance entity include tiie insurance 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. Crescent, which develops and manages high-

quality commercial, residential and multi-family real estete projecte 

primarily in the Southeastern and Southwestern U.S, filed Chapter 11 
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petitions in a U.S. Bankruptcy Court In June 2009. As a result of 

recording ite proportionate share of impairment charges recorded by 

Crescent during 2008, the carrying vaiue of Duke Energy's 

investment balance in Crescent is zero and Duke Energy discontinued 

applying the equity method of accounting to ite investment in 

Crescent in the third quarter of 2008 and has not recorded ite 

proportionate share of any Crescent earnings or losses in subsequent 

periods. See Note 12 for additional information related to Crescent. 

DukeNet develops, owns and operates a fiber optic communications 

netvi/ork, primarily In the Southeast U.S., serving wireless, local and 

long-distance communicattons companies, internet service providers 

and other businesses and organizations. 

Duke Energy's reportable business segmente offer different 

producte and services or operate under different competitive 

environmente and are managed separately. Accounting policies for 

Duke Energy's segmente are the same as those deschbed in Note 1. 

Management evaluates segment peri'ormance based on earnings 

before interest and texes from continuing operations (excluding 

certain corporate govemance coste), after deducting amounte 

attributable to noncontrolling intereste related to tiiose profite (EBIT). 

On a segment basis, EBIT excludes discontinued operations, 

represente all profite from continuing operations (both operating and 

non-operating) before deducting interest, texes and certain allocated 

govemance coste, and is net of the expenses attributeble to 

noncontrolling intereste related to those profite. Segment EBIT 

includes transactions between reportable segmente. 

Cash, cash equivalente and short-term Investmente are 

managed centrally by Duke Energy, so the associated interest and 

dividend income on those balances, as well as realized and 

unrealized gains and losses from foreign currency remeasurement 

and transactions, are excluded from the segmente' EBIT. 
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Business Segment Data'*' 

(in millions) 

Year Ended December 3 1 , 2009 
U-S. Franchised Electric and Gas 
Commercial Power*'=' 
International Energy 

Unaffiliated 
Revenues 

$ 9,392 
2,109 
1,158 

Inters^ment 
Revenues 

$ 41 

5 

Total 
Revenues 

$ 9,433 
2,114 
1,158 

Segment EBIT/ 

Consolidated income 
from Continuing 

Operations before 
Income Taxes 

$2,321 
27 

365 

Depreciation 
and 

Amortization 

$1,290 
206 

81 

Capital and 
Investment 

Expenditures and 
Acquisitions 

$3,560 
688 
128 

Segment 
Assete*" 

$42,763 
7,345 
4,067 

Total reportable segmente 
Other 

Eliminations and reclassifications 
Interest expense 
Interest income and other<'̂ ' 
Add back of noncontrolling interest 

component of reportable segment 
and Other EBIT 

12,659 
72 

46 
56 

(102) 

12,705 
128 
(102) 

2,713 
(251) 

(751) 
102 

18 

1,577 
79 

4,376 
181 

Total reportable segments 
Other 
Eliminations and reclassifications 
Interest expense 
Interest income and other«Ji 
Add back of noncontrolling interest 

component of rdportahle segment 
and Other EBIT 

12,645 
75 

36 
92 

(128) 

12,681 
167 

(128) 

2,971 
(260) 

(685) 
201 

1,685 
61 

3,129 
153 

Total consolidated $12,720 $ — $12,720 $2,236 $1,746 

54,175 
2,736 

129 

Total consolidated 

Year Ended December 3 1 , 2008 

U.S. Franchised Electric and Gas 
Commercial Power 
International Energy 

Total reportable segments 
0ther< î 
Eliminations and reclassitications 

Interest expense 
Interest income and others* 
Add back of noncontrolling interest 

component of reportable segment 

and Other EBIT 

Total consolidated 

Year Ended December 3 1 , 2007 
U.S, Franchised Electric and Gas 

Commercial Power 
International Energy 

$12,731 

$10,130 
1,817 
1,185 

13,132 
75 
— 
— 
— 

— 
$13,207 

$ 9,715 
1,870 
1,060 

$ 

$ 

$ 

$ 

— 

29 
9 

— 
38 
59 

(97) 
— 
— 

— 
~ 

25 
11 
— 

$12,731 

$10,159 
1,826 
1,185 

13,170 
134 
(97) 

— 
— 

— 
$13,207 

$ 9,740 
1,881 
1,060 

Sl,831 

$2,398 
264 
411 

3,073 
(568) 

— 
(741) 

117 

10 

$1,891 

$2,305 
278 
388 

$1,656 

$1,326 
174 
84 

1,584 
86 
— 
— 
— 

— 
$1,670 

$1,437 
169 
79 

$4,557 

$3,650 
870 
161 

4,681 
241 
— 
— 
— 

— 
$4,922 

$2,613 
442 

74 

$57,040 

$39,556 
7,467 
3,309 

50,332 
2,605 

140 
— 
— 

— 
$53,077 

$35,950 
6,826 
3,707 

46,483 
3,176 

27 

$3,282 $49,e 

(c) 

Segment results exclude results of entities classified as discontinued operation5. 
Includes assets held for sale and assets of entities In discontinued operations. See Note 12 for description and carrying value of invesiments accounted for under the equity me&iod of 
accounting within each segment. 
As discussed further In Note 11, during ttie year ended Decemtier 31, 2009, Commercial Power recorded impairment charges of approximately $413 million, whicti consists primarily of 
a goodwill impairrient charge associated with its fUlidwest non-reguiated generation assets. 
Other within interest income and other indudes foreign currency transaction gains and losses and additional noncontrollinginterestexpensenot allocated to the segment results. 
As discussed further In Note 12, Dul<e Eneigy recorded its proportionate share of impairment charges recorded tiy Crescent of approximate!/ $238 million during the year ended 
December 3 1 , 200B, 
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Geographic Data 

(in millions) 

2009 
Consolidated revenues 
Consolidated long-lived assets 
2008 
Consolidated revenues 
Consolidated long-lived assels 
2007 
Consolidated revenues 
Consolidated long-lived assets 

U.S. 

$11,573 
41,043 

$12,022 
37,366 

$11,650 
33,746 

latin 
America*̂ ' 

$1,158 
2,561 

$1,185 
2,065 

$1,060 
2,298 

Consolidated 

$12,731 
43,604 

$13,207 
39,931 

$12,720 
36,044 

(a) Ctiange in amounts of iong-lived assets in l^lin America is primarily due to foreign 
currency translation adjustments on property, plant and equipment and other long-
lived asset tjslances. 

3. ACQUISITIONS AND DISPOSITIONS OF 

BUSINESSES AND SALES OF OTHER ASSETS 

Acquisitions. 

Duke Energ/ consolidates assets and liabilities from acquisitions 

as of the purchase date, and Includes earnings from acquisitions in 

consolidated eamings after the purchase date. 

In June 2009, Duke Energy completed the purchase of the 

remaining approximate 24% noncontrolling interest in the Aguaytia 

Integrated Energy Project (Aguaytia), located in Peru, for 

approximately $28 million, Subsequent to this transaction, Duke 

Energy owns 100% of Aguaytia. As the carrying value of the 

noncontrolling interest was approximately $42 million at the date of 

acquisition, Duke Energy's consolidated equity increased 

approximately $14 million as a result of this transaction. Cash paid 

for acquiring this additional ownership interest is included in 

Distributions to nonconfrolling interests within Net cash provided by 

(used in) financing activities on the Consolidated Statements of Cash 

Flows. 

In June 2009, Duke Energy acquired North Allegheny Wind, 

LLC (North Allegheny) in Western Pennsylvania for approximately 

$124 million. The fair value ofthe net assets acquired were 

determined primarily using a discounted cash flow model as the 

output of North Allegheny is contracted for 23 V2 years under a fixed 

price purchased power agreement. Substantially all of the fair value of. 

the acquired net assete has been attributed to property, plant and 

equipment. There was no goodwill associated with this transaction. 

North Allegheny owns 70 MW of power generating assets that began 

commercially generating electricity in the third quarter of 2009. 

On September 30, 2008, Duke Energy completed the purchase 

of a portion of Saluda River Electric Cooperative, Inc's (Saluda) 

owhershtp interest in the Catawba Nuclear Station, Under the terms 

ofthe agreement, Duke Energy paid approximately $150 million for 

the additional ownership interest in the Catawba Nuclear Station. 

Following the closing of the transaction, Duke Enei^ owns 

approximately 19% ofthe Catawba Nuclear Station. No goodwill was 

recorded as a result of this transaction. See Note 4 for discussion of 

the NCUC and the PSCSC approval of Duke Energy's petition 

requesting an accounting order to defer increniental costs incurred 

from the purchase of this additional owneiship interest. 

In September 2008, Duke Energy acquired Catamount Energy 

Corporation (Catamount), a leading wind power company located in 

Rutland, Vermont This acquisiljon included over 300 MW of power 

generating assets, including 283 net MW in the Sweetwater wind 

power facing in West Texas, and 20 net MW of biomass-tueled 

cogeneration in New England and also included approximately 

1,750 MW of wind assete with the potential for development in the 

U.S. and United Kingdom. This transaction resulted in a purchase 

price of approximately $245 million plus the assumption of 

approximately $80 million of debt. The purchase accounting entries 

consisted of approximately $190 million of equity method 

investments, approximately $117 million of intangible assets related 

to wind development rights, approximately $70 million of goodwill, 

none of which is deductible for tax purposes, and approximately $80 

million of debt. See "dispositions" below for a discussion of the 

subsequent sale of two projects acquired as part of the Catamount 

transaction. 

In May 2007, Duke Energy acquired the wind power 

development assets of Energy Investor Funds from Tierra Energy, The 

purchase included more than 1,000 MW of wind assets in various 

stages of development in the Westem and Southwestem U.S. and 

supports Duke Energy's strategy to increase its investment in 

renewable energy. A significant portion of Hie purchase price was for 

intangible assete. Three of the development projecte, totaling 

approximately 240 MW, are located in Texas and Wyoming. Two of 

these projects went into commercial operation during 2008, with the 

other project beginning commercial operation in 2009. 

The pro forma resulte of operations for Duke Energy as if those 

acquisitions discussed above which closed prior to December 31 , 

2009 xcurred as ofthe tt^inning ofthe periods presented do not 

materially differ from reported results. 

Dispostdons. 

In the first quarter of 2009, Duke Energy completed the sale ot 

two United Kingdom wind projecte acquired in the Catamount 

acquisition. No gain or loss was recognized on these transactions. As 

these projecte did not meet the definition of a disposal group as 

defined within the applicable accounting guidance, these projecte 

were not reflected as held for sale on the Consolidated Balance 

Sheete prior to the completion of the sale. 

On January 2, 2007, Duke Energ/ completed the spin-off of ite 

natural gas businesses. See Note 1 and Note 13 for additional 

Information. 

Other Asset Sales. 

Fortheyearended DecemberSl, 2009, the sale of other assete 

resulted In approximately $63 million in proceeds and net pre-tax 
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gains of approximately $36 million, which is recorded in Gains 

(Losses) on Sales of Other Assete and Other, net, in the Consolidated 

Statements of Operations. These gains primahly relate to sales of 

emission allowances by U.S. Franchised Electric and Gas and 

(Commercial Power. 

Fortheyearended DecemberSl, 2008, thesaleof other assete 

resulted in approximately $87 million in proceeds and net pre-tax 

gains of approximately $69 million, which te recorded in Gains 

(Losses) on Sales of Other Assete and Other, net, in the Consolidated 

Statemente of Operations. These gains primarily relate to Commercial 

Power's sales of emission allowances. 

Fortheyearended DecemberSl, 2007, the sale of other assete 

resulted in approximately $32 million In proceeds and net pre-tax 

losses of approximately $5 million, which is recorded in Gains 

(Losses) on Sales of Other Assete and Other, net, In the Consolidated 

Statemente of Operations. These losses primarily relate to Commercial 

Power's sales of emission allowances that were written up to fair 

value in purchase accounting in connection with Duke Energy's 

meiger with Cinergy in April 2006. 
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4 . REGULATORY MATTERS 

Regulatory Assets and Liabilities. 

The substantial majority of U.S. Franchised Electric and Gas' operations and certain portions of Commercial Power's operations apply 

r^ijlatory accounting treatment. Accordingly, these businesses record assete and liabilities that result from the regulated ratemaking process that 

would not be recorded under GAAP for non-regulated entities. See Note 1 for further information. 

Duke Enei^^s Regulatoty Assets and Uabilities: 

Asof DecemberSl, 

(in rnillions) 2009 2008 

Recovery/Refund 

Period Ends'=' 

Regulatoty Assets'"' 

Net regulatory asset related to income taxes'" '̂ 

Accrued pension and post retirement* 

ARO coste and NOTF assete''" 

Regulatory transition charges'* 

Gasification services agreement buyout costs'̂ Ĵ 

Deferred debt expense''̂ ' 

Vacgtion accrual'^' 

Post-in-service carrying coste and deferred operating expense*'̂ '''̂ ^ 

Under-recovery of fuei coste"'^"' 

Regional Transmission Organization (RTO) coste"i* 

Hedge coste and otier deferrals"""'' 

Storm costdeferrals't" 

Forward contracte to purcfiase emission allowances""* 

Allen Steam Station/Saluda River deferrals'"^'" 

Over-distribution of Bulk Power Marketing sharing"" 

Other<w 

$ 557 
1,295 
901 
73 
145 
151 
142 
95 
182 
16 
81 
38 
2 
63 
30 
115 

; 625 
1,261 
1.016 
138 
175 
160 
137 
101 
163 
20 
107 
36 
33 

105 

(b) 

2043 
2011 
2018 
2039 
2010 

i» 

2011 
(8) 

2011 
lb) 

2011 
2014 
2011 

lb) 

Total Reguiatory Assete $3,886 $4,077 

Regulatory Liabilities'^} 

Removal coste'^^'' 

Nuclear property and liability resen/es'^*' 

Demand-side management coste'i'"" 

Accrued pension and other post-retirement benefite''' 

Gas purchase costs"' 

Over-recovery of fuel cosls"™*̂ '' 

Under-distribution of Bulk Power Marketing sharing''" 

Commodity contract termination settlemenf'' 

Other^'> 

$2,277 
188 
156 
91 
29 
218 
13 
30 
106 

Total Regulatory Liabilities 

$2,162 
184 
134 

14 
60 
23 

101 

$3,108 S2,678 

2043 
ipi 

!b) 

2010 
2011 
2010 
2014 

(b) 

(a) All reguiatory assets and liabilities are exduded from rate base unless otherwise noted. 
(b) pecovery/Refund period varies for these items with some currently unl<nown. 
(c) jpcluded in rate base. 
(dl Included in Other Regulatory Assets and Defeaed Debits on the Corsolidated Balance Sheets. 
(e) Included in Olher Current Assets on the Consolidated Balance Sheets. 
(f) Included in Accounts Receivable and Other Assets on the Consolidated Balance Sheels. 
(g) North Carolina portion of approximately $7 million to iDe recovered in rates through 2012. South Carolina portion of approximately $9 miiiion to be recovered in retail rates through 2014. 
(h) included in Other Current Assets and Other Regulatory Assets and Deferred Debits on tlie Consolidated Balance Sheets. 
(i) included in Otber Deferred Credits and Other Liabilities on the Consolidated Baiance Sheets. 
(j) Duke Energy is required to pay interest on the outstanding balance. 
(k) Included in Other Current Liabilities and Other Deferred Credits and Othe- Liabilities on the Consdidated Balance Sheels. 
(1) included in Accounts Payable on the Consolidated Balance Sheets. 
(m) Iricluded in Accounts Payable and Other Deferred Credits and Other Uabilities on the Consolidaled Balance Sheets. 

included in Olher Cunent Uabilities on the Consolidated Balance Sheets. 
Recovery is over the life of Bie associated asset. 
incurred costs were deferred and are being recovered in rates. U.S. Franchised Electric and Gasisover-recoveredforapproxlmately $ 1 4 0 million of these costs in the South Carolina 
jurisdiction at December 3 1 , 2009. South Carolina over-recovery will be refunded via a rate rider Implemented February 2010 that is expected to retum these funds over approximately 
three years, dependent on volume of sales in that jurisdiction. 
Liability is extinguished over the lives of the associated assels. 
Appiosimatel'j! $75 million and $ 9 5 million of the balance at Deceintei 3 \ , 2C09 and 200S, respectively, resales to mail^-to-marVet defenals associated with open native load hedge 
positions at Commercial Power. 
Represents the latest recovery period across all jurisdictions in which Duke Energy operates. Regulatory asset and liability balances may be collected or refunded sooner than the 
indicated data in certain jurisdictions. 
North Carolina has approved earning a return on the outstanding balance. South Carolina will not earn a retum during the refund period. 
Approximately $aS million and an insigi i f icantamountat December 3 1 , 2 0 0 9 and 200S, respectively, relates to under collections of Comrriercial Power's native load fuel costs. 
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Restrictions on the Ability of Certain Subsidiaries to Mal<e 

Dividends, Advances and Loans to Duke Energy Corporation. 

As a condition to the Duke Energy and Cinergy merger approval, 

the PUCO, the KPSC, t ie PSCSC, the IURC and the NCUC imposed 

conditions (tlie Merger Conditions) on the ability of Duke Energy 

Carolinas, Duke Energy Ohio, Duke Energy 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 utilitj' sul3Sidiaries may not 

transfer funds to the parent through intercompany loans or advances; 

however, certain subsidiaries may transfer fiinds to the parent by 

obtaining approval of the respective state regulatoiy commissions. 

Additionally, the Merger Conditions imposed the follov/ing restrictions 

on the ability ofthe public utiiil^' subsidiaries to pay cash dividends: 

Duke Energy Carolinas. Under the Merger Conditions, Duke 

Energji Carolinas must limit cumulative distributions to Duke Energ/ 

Corporation subsequent to the merger to (i) the amount of retained 

earnings on the day prior to the closing ofthe merger, plus {ii) any 

future eamings recorded by Duke Energy Carolinas subsequent to the 

merger, 

Duke Energy Ohio. Under the Merger Conditions, Duke Eneigy 

Ohio v̂ riH not declare and pay dividends out of capital or unearned 

surplus without the prior authorization of the PUCO. tn September 

2009, the PUCO approved Duke Energy Ohio's request to pay 

dividends out of paid-in capitai up to the amount of the pre-merger 

retained eamings and to maintain a minjrrium of 20% equity in its 

capital structure. 

Duke Energy Kentucky. Under the Merger Conditions, Duke 

Energy Kentuclq^ is required to pay dividends solely out of retained 

earnings and to maintain a minimum of 35% equity in its capital 

structire, 

Duke Energy /ncffana. UrKler the Merger Conditk>ns, Duke 

Energy Indiana shall limit cumulative distributions paid subsequent to 

the Duke Energy-Cinergy merger to (1) the amount of retained 

eamings on the day prior to the closing of the merger plus (ii) any 

future earnings recorded by Duke Energy Indiana subsequent to the 

merger. In addition, Duke Energy Indiana will not declare and pay 

dividends out of capital or unearned surplus without prior 

authorization of the IURC. 

Additionally, certain other subsidiaries of Duke Energy have 

restrictions on their ability to dividend, loan or advance funds to Duke 

Energy due to specific legal or regulatoty restrictions, including, but 

not limited to, minimum working capital and tangible net wor^ 

requirements, 

At DecemberSl, 2009, Duke Energy's consolidated 

subsidiaries had restricted net assets of approximately $10.5 billion 

that may not be transferred to Duke Energy without appropriate 

approval based on the aforementioned rr̂ erger conditions. 

U.S. Francliised Electric and Gas. 

Rate Related Information. 

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 Ohio, except that 

non-r^ulated sellers of gas and elecfe-ic generation also are allowed to 

operate in Ohio {see "Commercial Power" below). The FERC 

approves rates for electric sales to wholesale customers served under 

cost-based rates. 

Duke Energy Carolinas North Carolina 2007 Rate Case. 

On December 20,2007, the NCUC issued its Order Approving 

Stipulation and Deciding Non-Settled Issues (Order), which required 

that Duke Energy Carolinas' test period for operating costs refiect an 

annualized level of the merger cost savings actually experienced in the 

test period. However, the NCUC recognized that its treatment of 

merger savings would not produce a fair result. Therefore, on 

Februaiy 18, 2008, the NCUC issued an order authorizing a 

12-month increment rider, beginning January 2008, of approximately 

$80 million designed to provide a more equitable sharing of the actual 

merger savings achieved on an ongoing basis. Duke Eneigy Carolinas 

implemented the rate rider effective January 1, 2008 and terminated 

the rider effective January 1, 2009. The Order ultimately resulted in 

an overall average rate decrease of 5% in 2008, increasing to 7% 

upon expiration of this one-time rate rider. 

Duke Eneriiy Carolinas 2009 North Carolina Rate Case. 

On June 2, 2009, Duke Energy Carolinas filed an Application 

for Adjustment of Rates and Charges Applicable to Electric Sen/ice in 

North Carolina to increase its base rates. The Application was based 

upon a historical test year consisting of the 12 months ended 

December 3 1 , 2008. On October 20, 2009, Duke Energy Carolinas 

entered into a settlement agreement with the North Carolina Public 

Staff. Two organizations representing industrial customers 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, 2010. In 

order to mitigate the impact of the increase on customers, the • 

agreerhent provides for (i) a one-year delay in the collection of 

financing costs related to the Cliffeide modernization project until 

January 1, 2011; and (ii) the accelerated retumof certain regulatory 

liabilities to customers which lower the total impact to customer bills 

to an increase of approximately 7% in the near-term. The proposed 

settlement included a 10.7% return on equity and a capital structure 

of 52,5% equity and 47.5% long-term debt. Additionally, Duke 

Energy Carolinas agreed not to file another rate case before 2011 

with any changes to rates taking efiect no sooner thar^ 2012. The 

NCUC approved the settlement agreement in full by order dated 

December 7, 2009. The new rates were effective and implemented 

on January 1, 2010. 
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Duke Energy Carolinas 2009 South Carolina Rate Case. 

On July 27, 2009, Duke Energy Carolinas filed its Application 

for Authorit/ to Increase and Adjust Rates and Charges for an 

increase in rates and charges in South Carolina including approval of 

a charge to customer bills to pay for Duke Energy Carolinas' new 

energy efficiency efforts. Parties to the proceeding include the South 

Carolina Office of Regulatory Staff (ORS), the South Carolina Energ/ 

Users Committee (SCEUC), and the South Carolina Green Party. 

Duke Energy Caroiinas, ORS, and SCEUC filed a settlement 

agreement on November 24, 2009, recommending, 

(I) a $74 million increase In base rates, (ll) an allowed retum on 

equity of 1 1 % with rates set at a return on equity of 10.7% and 

capital structore of 53% equity, and (111) various riders, including one 

that provides f a the retum of DSM charges previously collected from 

customers over three years, and another that provides for a storm 

reserve provision allowing Duke Energy Carolinas to collect $5 million 

annually (up to a maximum funding level of $50 million 

accumulating in reserves) to be used against large storm costs in any 

particular period. On Januaiy 20, 2010, the PSCSC approved the 

settlement agreement in full, including the cost recover/ mechanisni 

for the energy efficiency effort. The new rates were effective 

February 1,2010. 

Duke Energy Ohio Electric Rate Filings. 

New legislation (SB 221) codifies the PUCO's authority to 

approve an electric utility's standard generation sen/ice offer through 

an ESP, which would allow for pricing structures similar to those 

under the historic RSP. Electric utilities are required to file an ESP and 

may also file an application for a MRO at the same time. The MRO is 

a price determined through a competitive bidding process. SB 221 

provide for the PUCO to approve non-bypassable charges tor new 

generation, induding construction work-in-process from the outset of 

constmction, as pari: of an ESP. The new law grants the PUCO 

discretion to approve single issue 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. SB 

221 also provides a separate requirement for energy efficiency, which 

must reduce a utility's load by 22% before 2025, A utility's earnings 

underthe ESP are subject to an annual earnings test and the PUCO . 

must order a refund if it finds that the utilitys eamings significantly 

exceed the earnings of benchmark companies with similar business 

and financial risks. The eamings test acts as a cap to the ESP price. 

SB 221 also limits the ability of a utility to transfer its designated 

generating assets to an exempt wholesale generator (EWG) absent 

PUCO approval. On July 3 1 , 2008, Duke Energy Ohio filed an ESP 

to be effective January 1, 2009. On December 17, 2008, the PUCO 

issued its finding and order adopting a modified Stipulation with 

respect to Duke Energy Ohio's ESP filing. The PUCO agreed to Duke 

Energy Ohio's request for a net increase in base generation revenues, 

before impacts of customer switching, of $36 million, $74 million 

and $98 million in 2009, 2010 and 2011, respectively, including 

the termination ofthe residential and non-residential Regulatory 

Transition Chaige, the recovery ot expenditures incurred to deploy the 

SmartGrid infrastnjcture and the implementation of save-a-watt, The 

Stipulation also allowed Duke Energy Ohio to defer up to $50 million 

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. Tt:ie PUCO 

modified the Stipulation to permit certain non-residential customers to 

opt out of utility-sponsored energy efficiency initiatives and to allow 

residential govemmental a^regatlon customers who ieave Duke ; 

Energy Ohio's system to avoid some charges. 

As discussed further below within "Commercial Power" and in 

Note 1, as a result of the approval of the ESP, effective December 17, 

2003, Commercial Power reapplied regulatory accounting to certain 

portions of its operations. 

Duke Energy Ohio Gas Rate Case. 

In July 2007, Duke Energy Ohio filed an application with the 

PUCO for an increase in its base rates for gas service. The application 

also requested approval to continue tracker recoveiy of costs 

associated with the accelerated gas main replacement program and 

an acceleration of the riser replacement program. On February 28, 

2008, Duke Energy Ohio reached a settlement agreement with the . 

PUCO Staffand all ofthe inten/ening parties on its request for an 

increase in natural gas base rates. The settlement called for an 

annual revenue Increase of approximately $18 million In base 

revenue, or 3% over current revenue, permitted continued recovery of 

costs through 2018 for Duke Energy Ohio's accelerated gas main 

and riser replacement program and permitted recovery of carrying 

costs on gas stored underground via its monthly gas cost adjustnent 

filing. The settlement did not resolve a proposed rate design for 

residential customers, which involved moving more of the fixed 

charges of providing gas service, such as capital investment in pipes 

and regulating equipment, billing and meter reading, from the per 

unit charges to the monthly charge. On May 28, 2008, the PUCO . 

approved the settlement In Ite entirety and Duke Energy Ohio's 

proposed modified straight fixed-variable rate design. 

Duke Energy Ohio Electric DistrilKrtion Rate Case. 

On June 25, 2008, Duke Energy Ohio filed notice with the 

PUCO that it would seek a rate increase for electric delivery service to 

be effective in the second quarter of 2009. On December 22, 2008, 

Duke Energy Ohio filed an application requesting deferral of 

approximately $31 million related to damage to Its distribution 

system from a September 14, 2008 windstorm, which was granted 

by the PUCO. Accordingly, a $31 million regulatory asset was 

recorded In 2008, On March 3 1 , 2009, Duke Energy Ohio and 

Parties to the case filed a Stipulation and Recommendation which 

settles all issues in the case. The Stipulation provided for a revenue 

increase of $55 million, or approximately a 2.9% overall Increase. 
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The Parlies also agreed that Duke Energy Ohio will recover any 

approved costs associated with the September 14, 2008 wind storm 

restoration through a separate rider recovery mechanism. Duke 

Enera' Ohio agreed to file a separate application to set the rider and 

the PUCO will review the request and determine the appropriate 

amount of stonn costs that should be recovered, The Stipulation 

includes, among other things, a weatherization and energy efficiency 

program, and recovery of distribution-related bad debt expenses 

through a rider mechanism. The Stipulation was approved in its 

entirety by the PUCO on July 8, 2009 and rates were effective 

July 13, 2009, On January 26. 2010, the Ohio Supreme Court 

affirmed the PUCO's decision. 

Duke Energy Kentucky Gas Rate Cases. 

'in 2002, the KPSC approved Duke Energy Kentuck/s gas base 

rate case which included, among other things, recovery of costs 

associated with an accelerated gas main replacement program. The 

approval authorized a tracking mechanism to recover certain costs 

including depreciation and a rate of retorn on the program's capital 

expenditores. The Kentucky Attomey General appealed to the 

Franklin Circuit Court the KPSC's approval of the tracking mechanism 

as well as the KPSC's subsequent approval of annual rate 

adjustments under this tracking mechanism. In 2005, both Duke 

Energy Kentocky and the KPSC requested that the court dismiss 

these cases. 

In February 2005, Duke Energy Kentocky filed a gas base rate 

case with the KPSC requesting approval to continue the tracking 

mechanism and for a $14 million annual Increase in base rates. A 

pori:ion of the increase was attributable to recovery of the current cost 

of ttie accelerated gas main replacement program in base rates. In 

June 2005, the Kentocky General Assembly enacted Kentocky 

Revised Statote 278.509 (KRS 273.509), which specifically 

authorizes the KPSC to approve tracker recovery for utilities' gas main 

replacement programs. In December 2005; the KPSC approved an 

annual rate increase and re-approved the tracking mechanism 

through 2011. In Fet)ruary 2006, the Kentocky Attorney General 

appealed the KPSC's order to the Franklin Circuit Court, claiming that 

the order improperly allows Duke Energy Kentocky to increase its 

rates for gas main replacement costs in between general rate cases, 

and aiso claiming that the order im properiy allows Duke Energy 

Kentucl^toearna return on Investment for the costs recovered under 

the tracking mechanism which permits Duke Energy Kentocky to 

recover its gas main replacement costs. 

In August 2007, the Franklin Circuit Court consolidated ali the 

pending appeals and ruled that the KPSC lacks lega! authority to 

approve the gas main replacement tracking mechanism, which was 

approved prior to the enactment of KRS 278.509 in 2005. To date, 

Duke Energy Kentucky has collected approximately $9 million in 

annual rate adjustments under the tracking mechanism. Per the 

KPSCorder, Duke Energ/ Kentucky collected these revenues subject 

to refund pending the final outcome of this litigation. Duke Energy 

Kentucky and the KPSC have requested that the Kentucky Court of 

Appeals grant a rehearing of lis decision. On February 5, 2009, the 

Kentucky Court: of Appeals denied the rehearing requests of both 

Duke Energy Kentucky and the KPSC. Duke Energy Kentucky fited a 

motion for discretionary review to the Kentucky Supreme Court: on or 

about March 6, 2009. The Kentucky Supreme Court has accepted 

discretionary review of this case and merit briefe were filed on 

October 19, 2009. Duke Energy Kentucky filed its reply brief on 

January 4, 2010. 

On July 1, 2009, Duke Energy Kentucky filed its application for 

an approximate $18 million increase in base natural gas rates. Duke 

Energy Kentucky also proposed to implement a modified straight fixed-

variable rate design for residential customers, which involves moving 

more of the fixed charges of providing gas sen/ice, such as capital 

investment in pipes and regulating equipment, billing and meter 

reading, from the volumetric charges to toe fixed monthly charge. On 

November 19, 2009, Duke Energy Kentucky and the Kentucky 

Attorney General jointly filed a Stipulation and Recommendation 

reflecting their settlement of the gas rate case. The Stipulation and 

Recommendation reflects a revenue increase of $13 million, which 

reflected alO.375% Retom on Equity. Duke Energy Kentucky agreed 

to withdraw its request for a straight fixed-variable rate design and to 

forego filing another gas rate case in the eighteen months following 

approval ofthe Stipulation and Recommendation. The KPSC issued an 

order approving the Stipulation and Recommendation on 

December 29, 2009, Newrateswent into effect January 4, 2010. 

Duke Energy Carolinas Energy Efficiency. 

On May 7, 2007, Duke Energy Carolinas filed its save-a-watt 

application with toe NCUC. The save-a-watt proposal is based on tiie 

avoided cost of generation not needed resulting from any successful 

Duke Energy Carolinas energy efficiency prog'ams. On February 26, 

2009, the NCUC issued an order (i) approving Duke Energy 

Carolinas' energy efficiency programs; (11) requesting additional 

information on Duke Energy Carolinas' returns under eight different 

compensation scenarios; and (iii) authorizing Duke EnergyCarolinas 

to implement its rate rider pending approval of a final compensation 

mechanism by the NCUC. Duke Energy Carolinas filed the additional 

Information requested by the NCUC on March 31 , 2009. On 

June 12, 2009, Duke Ener©/ Carolinas filed with the NCUC a 

settlement agreement between Duke Energy Carolinas and the Public 

Staff and several environmental Interveners. A hearing on the 

settlement was held on August 19, 2009. A Notice of Decision 

approving the settlement with modifications was issued on 

December 14, 2009. Duke Energy Carolinas began offering energy 

consetvation programs to North Carolina retail customers arid billing a 

conservation-only rider on June 1, 2009. On Febmary 10, 2010, 

the NCUC approved the order in full. 

In mid-October 2009, Duke Energy Carolinas l̂ egan offering 

demand response programs in Nort:h Carolina. On January I , 2010, 

Duke Energy Carolinas began to bill the full Rider Energy Efficiency 

approved by the NCUC in Its December 14, 2009 Notice of 

Decision. 
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On May 6, 2009, the PSCSC approved Duke Energy Carolinas' 

request for (i) approval of conservation and demand response 

programs; (11) cancellation of certain existing demand response 

prog-ams; (ill) deferral of the coste Incurred to develop and Implement 

ttieenergyefficiency programs from June 1, 2009 until the date 

these costs are reflected in electric rates; and (iv) assurance that Duke 

Energy Carolinas may true-up incentives for coste deferred pursuant 

to the petition in accordance with the PSCSC order on the appropriate 

compensation mechanism in Duke Energy Carolinas' 2009 general 

rate proceeding. Duke Energy Carolinas began offering demand 

response and consen/ation programs to South Carolina retail 

customers effective June 1, 2009, As described above, on 

January 20, 2010, the PSCSC approved Duke Energy Carolinas' cost 

recovery mechanism for energy efficiency. The new rates were 

effective February 1, 2010. 

The save-a-watt programs and compensation approach in both 

North Carolina and South Carolina are approved through 

DecemberSl, 2013. 

Duke Energy Ohio Energy Efficiency. 

Duke Energy Ohio filed, the save-a-watt Energy Efficiency Plan 

as part of its ESP filed wito the PUCO, which was approved by toe 

PUCO on December 17, 2008, as discussed above, induding 

allowing for the implementation of a new save-a-watt energy 

efficiency compensation model. However, the PUCO determined tiiat 

certain non-residential customers may opt out of Duke Energy Ohio's 

energy efficiency initiative. Applications for rehearing of tills issue 

were denied by the PUCO and no further appeals of this issue have. 

been taken. The save-a-vvatt programs and compensation approach 

inOhioareapproved through DecemberSl, 2011. 

Duke Energy Indiana Energy Efficiency. 

In October 2007, Duke Energy Indiana filed ite petition with tiie 

IURC requesting approval of an alternative regulatory plan to Increase 

its energy efficiency efforts in the state. Duke Energy Indiana seeks 

approval of a plan that will be available to all customer groups and 

will compensate Duke Energy Indiana for verified reductions in 

energy usage. Under the plan, customers would pay for energy 

efficiency programs through an energy efficiency rider that would be 

included in their power bill and adjusted annually through a 

proceeding before the IURC. The energy efficiency rider proposal is 

based on the save-a-watt compensation model of avoided cost of 

generation. A number of part:ies have inten/ened in the proceeding. 

Duke Energy Indiana has reached a settlement with all intervenors 

ejtcept one, tiie Citizens Action Coalition of Indiana, Inc. (CAC), and 

has filed such settlement agreement with the I URC. An evidentiary 

hearing with the IURC was held on February 27,2009 and 

iVIarch 2, 2009. On Febmary 10, 2010, toe IURC approved the 

request. On Decembers, 2009, the IURC issued an order 

concerning energy efficiency efforte witiiln tiie state of indiana 

wherein it required utilities, including Duke Energy Indiana, to 

promote a certain core set of energy efficiency programs through the 

use of a tiiird party administrator that contracte directiy witii the 

utilities. The order also required energy usage reduction targete for the 

utilities, slatting with 0.3% of sales in 2010 and increa^ng to 2% of 

sales in 2019. On February 10, 2010, tiie IURC issued an order 

approving the settlement with tiie OUCC with some modifications. 

The IURC approved Duke Energy Indiana's proposed prc^ams and 

allowej for the save-a-watt model incentives for Core Pius prc^rams. 

The IURC also rejected a settlement agreement toat allowed lar^ 

Industrial and commercial customers to opt out of utility sponsored 

energy efficiency, finding toat initially ener^ efficiency prc^rams 

should te available to ali customer classes. 

Duke Energy Kentucky Energy Efficiency. 

On November 15, 2007, Duke Energy Kentucky filed ite annual 

application to continue existing energy efficiency prc^rams, consisting 

of nine residential and two commercial and industrial programs, and 

to true-up ite gas and electric tracking mechanism for recovery of lost 

revenues, program coste and shared savings. On February 11,2008, 

Duke Energy Kentucky filed a motion to amend ite energy efficiency 

programs. On December 1, 2008, Duke Energy Kentocky filed an 

application for a save-a-watt Energy Efliciency Plan. The application 

seeks a new energy efficiency recovery mechanism similar to what 

was proposed in Ohio. On January 27, 2010, Duke Energy 

Kentocky withdrew the application to implement save-a-watt and 

plans to file a revised portfolio in toe toture, 

Duke Energy Carolinas Renewable Resources. 

On June 6, 2008, Duke Energy Carolinas filed an application 

with the NCUC seeking approval to implement a solar photovoltaic 

distributed generation program (Prc^ram). Duke Energy Carolinas 

proposed to invest $100 million over two years to install a totaiof 

20 MW of electocity generating solar panels on multiple North 

Carolina sites including homes, schools, stores and factories. The 

Program will help Duke Energy Carolinas meet the requirement of 

Horth Carolina's Renewable Energy and Energy Efliciency Portfolio 

Standard (REPS). It wll! also enable Duke Energy Carolinas to 

evaluate the role of distributed generation on Duke Energy Carolinas' 

electrical system and gain experience in owning and operating 

renewable energy resources. Because the Program involves the 

consttuction of electric generating faciiities, Duke Energy Carolinas 

required a Certificate of Public Convenience and Necessity (CPCN) 

from the NCUC. The REPS statute provides for the recovery of coste 

Duke Energy Carolinas incurs to comply with ite requiremente, 

prindpally through an annual rate rider. 

In response to concerns raised by the Public Staff and various 

solar energy groups, Duke Energy Carolinas agreed to reduce toe size 

of the Program to invest $50 million to install up to 10 MW of solar 

photovoltaic capacity. On December 3 1 , 2008, toe NCUC issued ite 

Order Granting CPCN Subject to Conditions. The conditions (i) reduce 

the program size from 20 MW to 10 MW (as previously' agreed upon 
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by Duke Energy Carolinas); and (11) limit program coste recoverable 

through the REPS rider to program coste equivalent to the cost of the 

third place bid in Duke Energy Carolinas' 2007 request for proposal 

for renewable energy. The Order left open the oppori:unity to recover 

the excess coste torough otoer recovery mechanisms. Based upon 

the revised size and availability of stete and federal tax credite, Duke 

Energy Carolinas estimates the limited amount of program coste 

recoverable through the REPS rider will result in a montoiy charge of 

approximately $0,05 for residential customers. 

On IVlay 6, 2009, in response to Duke Energy Carolinas' 

request for reconsideration, the NCUC issued an Order allowing Duke 

Energy Carolinas to proceed with the Program and allowed Duke 

Energy Carolinas to recover all coste incurred in executing the 

Program through a combination ofthe REPS rider and base rates, 

subject to the NCUC's review of the reasonableness and prudence of 

Duke Energy Carolinas' execution of the Program. However, the 

NCUC declined to remove the limitation on coste recoverable through 

the REPS rider. 

conducted by SERC Reliability Corporation. On March 5, 2009, 

FERC presented ite preliminary findings about the event to Duke 

Energy Carolinas and solicited Duke Ener^ Carolinas' responsive 

views about toe event and the findings. On March 27, 2009, Duke 

Energy Carolinas conveyed Ite responsive views to FERC Staff. This 

investigation couid result in penalties being assessed. 

Capital Expansion Projects. 

Overview. 

U.S. Franchised Electric and Gas is engaged in planning efforts 

to meet projected- load growth in ite sen/ice territories. Capacity • 

additions may include new nuclear, integrated gasification combined 

cycle (IGCC), coal facilities or gas-fired generation unite. Because of 

the long lead times required to develop such assete, U,S. Franchised 

Electric and Gas is taking steps now to ensure those options are • 

available. 

Duke Energy Carolinas Deferral of Costs. 

On February 4, 2009, Duke Energy Carolinas filed petitions 

with toe NCUC and the PSCSC requesting an accounting order to 

defer the incremental coste incurred from the September 2008 

purchase of an additional ownership interest in the Catawba Nuclear 

Station and certain post-in-service costs toat are being or will be 

incurred in connection with the addition of the Allen Steam Station 

flue gas desulfurization equipment related to environmental 

compliance scheduled to go into sen/ice in the spring of 2009. The ' 

coste Duke Energy Carolinas sought to defer are the incremental costs 

that are being incurred or wil] be Incurred from the date these assete 

are placed in service to the date Duke Energy Carolinas is authorized 

to begin reflecting in rates the recovery of such coste on an ongoing 

basis.'On February 25, 2009, and March 3 1 , 2009, the PSCSC and 

NCUC, respectively, approved the deferral of thesd costs. Duke 

Energy Carolinas began deferring coste In the first quarter 2009. 

Thesecoste are being recovered In the new rates effective January 1, 

2010 for Nortti Carolina, and effective February 1,2010, for South 

Carolina., 

Duke Energy Carolinas Broad River Energy Center. 

On August 25, 2007, Duke Energy Carolinas experienced a 

disturbance on ite bulk electric system which initiated at the Broad 

River Energy Onter, a generating station owned and operated by a 

third party. The distorbance resulted in the tripping of six Duke 

Energy Carolinas generating units and .the temporary opening of five 

230 kilovolt (KV) ti'ansmission lines. The event resulted In no loss of 

load. In September 2008 the FERC initiated a preliminary, 

non-public investigation to determine If there were any potential 

violations by Duke Energy Carolinas ofthe North American Elecfric 

Reiiability'Council Reliability Standards. This investigation was 

coordinated with an ongoing Compliance Violation Investigation 

William States Lee III NuclearStation. 

On December 12, 2007, Duke Energy Carolinas filed an 

application with the Nuclear Regulatory Commission (NRC), which 

has been docketed for review, for a combined Construction and 

Operating License (COL) for two Westinghouse APIOOO (advanced 

passive) reactors for the proposed William States Lee 111 Nuclear 

Station at a site in Cherokee County, South Carolina.' Each reactor is 

capable of producing approximately 1 i 117 MW. Submitting the COL 

application does not commit Duke Energy Carolinas to build nuclear 

units. On December 7, 2007, Duke Energy Carolinas filed 

applications with the NCUC and the PSC^C for approval of • 

Duke Energy Carolinas' decision to incur development costs 

associated with the proposed William States Lee III Nuclear Stetion. 

The NCUC had previously approved Duke Energy's decision to incur 

the.Nort:h Carolina allocable share of up to $125 million in 

development coste torough 2007. The 2007 requests cover a total of 

up to $230 million in development coste through 2009, which is 

comprised of $70 million incurred through December 31 , 2007 plus 

an additional $160 miliion of anticipated coste in 2008 and 2009. 

The PSCSC approved Duke Energy Carolinas' Wiliiam States Lee III 

Nuciear project development cost application on June 9,.2008, and 

the NCUC issued iteapprovalorderon June 11 , 2008. On July 24, 

2008, environmentel inten/enors filed motions to rescind or amend 

the approval orders issued by toe NCUC and the PSCSC, and 

Duke Energy Carolinas subsequently filed responses in opposition to 

toe motions, On August 13 and August 25, 2008, the PSCSC and 

NCUC, respectively, denied the environmentel interv'enpr motion. The 

NRC review ofthe COL application continues and tiie estimated 

receipt of the COL is in mid 2013. Duke Energy Carolinas filed with 

the Depariment of Energy (DOE) for a federal loan guarantee, which 

has the potential to significantly lower financing coste associated with 

the proposed William States Lee 111 Nuclear Stetion; however, it was 

not among the four projecte selected by the DOE for the final phase of 
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due diligence for the federal loan guarantee program. The project 

could be selected in the future if the program funding is expanded or 

if any of the current finaliste drop out of the program. 

South Carolina passed new ener^ legislation (S 431) which 

became effective May 3, 2007. The legislation indudes provisions to 

provide assurance of cost recovery related to a utility's, incurrence of 

project development costs associated with nuclear baseload 

generation, cost recovery assurance for construction costs associated 

with nuciear or coal baseload generation, and the ability to recover 

financing coste for new nuclear baseload generation in rates during 

construction through a rider. The Horth Caroiina General Assembly 

also passed comprehensive energy legislation North Carolina Senate 

Bill 3 (SB 3) in July 2007 that was signed into law by the Governor 

on August 20, 2007. Like the South Carolina legislation, the 

North Carolina legislation provides cost recovery assurance, subject to 

pnjdency review, for nuclear project development coste as well as' 

baseload generation construction coste. A utility may include 

financing coste related to constmction work in prepress for baseload 

plante in a rate case. 

Cliffside Unit 6. 

On June 2, 2006, Duke Energy Carolinas filed an application 

witii the NCUC for a CPCN to constmet two 800 MW slate of the art: 

coal generation unite at ite existing Cliffeide Steam Station in 

North Carolina. On Maroh 2 1 , 2007, the NCUC issued an Order 

allowing Duke Energy Carolinas to build one 800 MW unit. On 

February 20, 2008, Duke Energy Carolinas entered into an amended 

and resteted engineering, procurement, constmction and 

commissioning services agreement, valued at approximately $1.3 

billion, with an affiliate of The Shaw Group, Inc., of which 

approximately $950 million relates to part:icipation in the construction 

of Cliffside Unit 6, with toe remainder related to a fiue gas 

desulfurization s^^em on an existing unit at Cliffeide. On 

Februaiy 27, 2009, Duke Energy Carolinas filed ite latest updated 

cost estimate of $1.8 billion (excluding up to approximately $0.6 

billion of AFUOCJ for the approved new Qlffslde Unit 6. Duke Energy 

Carolinasbelievestoattheoveralicostof Cliffeide Unit 6 will be 

reduced by approximately $125 million in federal advanced clean 

coal tex credite, as discussed fijrtiier below.' 

On January 29, 2008, the North Caroiina Department of 

Environment and Natural Resources (DENR) issued a final air permit 

for the new Cliffeide Unit 6 and on-site construction has begun. In 

March 2008, four contested case petitions, which have since been 

consolidated, were filed appealing the final air permit On May 12, 

2009, toe Administrative Law Judge issued rulings.favorable to 

DENR and Duke Energy, dismissing several of petitioners' claims and 

granting summary judgment against petitioners on otoer claims, 

resulting in toe dismissal of two petitions and leaving two for hearing. 

A hearing on remaining claims is scheduled for June 2010. See Note 

16 for a discussion of a lawsuit filed by the Southern Alliance for 

Clean Energy, Environmental Defense Fund, National Parks 

Conservation Association, Natural Resources Defenses Council, and 

Sierra Club (coilectivety referred to as Citizen Groups) related to the 

construction of Cliffeide Unit 6. 

On October 14, 2008, Duke Energy Carolinas submitted revised 

hazardous air pollutant (HAPs) emissions determination 

documentation including revised emission source information to the 

Division of Air Quality (DAQ) indicating that no maximum achievable 

confrol technology (MACT) or MACT-like requiremente apply since 

Cliffeide 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 Unite Is a minor source of 

HAPs and imposing operating conditions to assure that emissions 

stey below the major source toreshold. in May 2009, four contested 

case peti'tions 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 same schedule will govern 

these cases with a hearingscheduled for June 2010. 

Dan River and Buck Coml»ned Cycle Facilities. 

. On June 29, 2007, Duke Energy Caroiinas filed wlto toe NCUC 

preliminary CPCN information to construct a 620 MW combined 

cycle natural gas-fired generating facility at ite existing Dan River 

Steam Station, as well as updated preliminary CPCN information to 

construct a 620 MW combined cycle natural gas-fired generating 

facility at ite existing Buck Steam Stetion. On December 14, 2007, 

Duke Energy Carolinas filed CPCN applications for the two combined 

cycle facilities. The NCUC consolidated ite consideration of the two 

CPCN applications and held an evidentiary hearing on the 

applications on March 11, 2008. The NCUC Issued ite order 

approving the CPCN applications for toe Buck and Dan River 

combined cycle projecte on June 5, 2008. On May 5, 2008, 

Duke Energy Carolinas entered Into an engineering, constiuction and 

commisHoning services agreement for the Buck combined cycle 

project, valued at approximately $275 million, with Shaw North 

Carolina, Inc. On November 5, 2008, Duke Energy Caroiinas notified 

toe NCUC that since the issuance of the CPCN Order, recent 

economic factors have caused increased uncertainty with regard to 

forecasted load and near-term capitel expenditures, resulting in a 

modification ofthe construcfion schedule. On September 1, 2009, 

Duke Energy Caroiinas filed with the NCUC furtoer information 

clarifying the constmction schedule for the two projecte. Under the 

revised schedule, the Buck Project is expected to begin operation in 

combined cycle mode by the end of 2011, 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 cyde commercial operation. On 

December 21 , 2009, Duke Energy Carolinas entered into a First 

Amended and Resteted engineering, construction and commissioning 
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sen/ices agreement with Shaw Nort:h Carolina, Inc. for $322 million 

which reflecte the revised schedule. Based on the most updated cost 

estimates, total coste (including AFUDC) for the Buck and Dan River 

projecte are approximately $660 million and $710 million, 

respectively. 

On October 15, 2008, the DAQ issued a final air permit 

authorizing construction of the Buck combined cycle natural gas-fired 

generating unite, and on August 24, 2009, toe DAQ issued a final air 

permit authorizing constnjction ot the Dan River combined cycle " 

natoral gas-fired generation unite. 

EdwanJsport Integrated Gasification Combined Cycle (IGCC) Plant 

On September 7, 2006, Duke Eneigy Indiana and Southem 

Indiana Gas and Electric Osmpany d/b/a Vectren Energyf Delivery of 

Indiana (Vecti-en) filed a joint petition with the IURC seeking a CPCN 

for the construction of a 630 MW IGCC power plant at Duke Ener^ 

Indiana's Edwardsport Generating Stetion in Knox County, Indiana. 

The facility was initially estimated to cost approximately $2 biliion 

(including approximately $120 million of AFUDC). In August 2007, 

Vectren formally withdrew ite 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 November 20, 2007, the 

IURC Issued an order granting Duke Energy Indiana a CPCN forthe 

proposed IGCCproject, approved the cost estimate of $1,985 billion 

and approved the timely recovery of coste related to the project. On 

January 25, 2008, Duke Energy Indiana received the final air permit 

from toe Indiana Depart:ment of Environmentel Management. The 

Citizens Action Coalition of Indiana, Inc., Sierra Club, Inc., Save the 

Valley, Inc., and Valley Watch, Inc., all Inten/enors in the CPCN 

proceeding, have appealed the air permit. 

On May 1, 2008, Duke Energy Indiana filed ite first semi

annual IGCC Rider and ongoing review proceeding with the IURC as 

required underthe CPCN Order issued bythe IURC. In ite filing, 

Duke Energy Indiana requested approval of a new cost estimate for 

the IGCC Project of $2.35 billion (including approximately $125 

million of AFUDC) and for approval of plans to stody carbon captore 

as required by the lURC's CPCN Order. On January 7, 2009, toe 

IURC approved Duke Energy Indiana's request, including the new 

cost estimate of $2.35 billion, and cost recovery associated wito a 

study on carbon capture. Duke Energy Indiana was required to file ite 

plans for studying cartxjn storage related to the project within 

60 days of the order. On November 3, 2008 and May 1, 2009, 

Duke Energy Indiana filed ite second and toird semi-annual IGCC 

rideis, respectively, boto of which were approved by the IURC in full. 

On November 24, 2009, Duke Energy Indiana filed a petition 

for ite fourt:h semi-annual IGCC rider and ongoing review prxeeding 

with toe IURC. Duke Energy has experienced design modifications 

and scope growto above what was anticipated from the preliminary 

engineering design, adding capitel coste to the IGCC project. 

Duke Energy Indiana forecasted that the additional capitel cost items 

would use the remaining contingency and escalation amounte in the 

current $2.35 billion cost estimate and add approximately 

$150 million, or about 6.4% to the total IGGC Project cost estimate, 

excluding the impact associated wito the need to add more 

contingency. Duke Energy Indiana did not request approval of an 

increased ccst estimate in the fourth semi-annual update proceeding; 

rather, Duke Energy Indiana requested, and toe IURC approved, a. 

subdocket prxeeding in which Duke Energy will present additional 

evidence r^arding an updated estimated cost for the IGCC project 

and in which a more comprehensive review of toe IGCC project could 

occur. The evidentiaiy hearing for the fourth semi-annual update 

proceeding is schedulKJ for April 6, 2010. In the cost estimate 

subdxket proceeding, Duke Energy Indiana will be filing a new cost 

estimate for the IGCC project on April 7, 2010, with ite case-in-chief 

testimony, and a hearing fe scheduled to begin August 10, 2010. 

Duke Ener^ Indiana continues to work wito ite vendors to update 

and refine the forecasted Increased cost to complete toe Edwardsport 

IGCC project, and currently anticipates that the totel cost increase it 

submite in the cost estimate subdocket proceeding wil! be 

significantly higher toan the $150 million previously identified. 

Duke Energy Indiana filed a petition with toe IURC requesting 

approval of ite plans for studying carbon storage, sequestration and/or 

enhanced oil recovery for toe carbon dioxide (CO2) from the 

Edwardsport IGCC facility on March 6, 2009. On July 7, 2009, 

Duke Enetgy Indiana filed ite case-in-chief testimony requesting 

approval for cost recovery of a $121 million site assessment and 

characterization plan for COs sequestration options including deep 

saline sequestration, depleted oil and gas sequestration and 

enhanced oil recovery for the CO2 from toe Edwardsport IGCC facility. 

The OUCC filed testimony support:lve of the continuing stody of 

cartxin storage, but recommended toat Duke Enei^ Indiana break ite 

plan into phases, recommending approval of only approximately 

$33 million in expenditures at thfe time and deferral of expenditores 

rather than cost recovery torough a tracking mechanism as proposed 

by Duke Energy Indiana. Inten/enor CAC recommended against 

approval of the carbon storage plan stafing customers should not be 

required to pay for research and deveiopment coste. Duke Energy 

Indiana's rebuttal testimony was filed October 30, 2009, wherein it 

amended ite request to seek deferral of approximately $42 million to 

cover the carbon storage site assessment and characterization 

activities scheduled to xcur through approximately the end of 2010, 

with furi:her required study expenditores subject to future IURC 

proceedings. An evidentiary hearing was held on Ncwember 9, 2009, 

andanorderfeexpectedin the first half of 2010. 

Under the Edwardsport IGCC CPCN order and statutory 

provisions, Duke Energy Indiana is entitled to recover the coste 

reasonably incurred in reliance on the CPCN Order. In December 

2008, Duke Energy Indiana entered into a $200 million engineering, 

procurement and construction management agreement with Bechtel 

Power Corporation and consttuction is undenway. 
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Federal Advanced Clean Coal Tax Credits. 

Duke Energy has been awarded approximately $125 million of 

federal advanced clean coal tex credlte associated with its 

consti'uction of Cliffside Unit 6 and approximately $134 million of 

federal advanced clean coal tax credite associated wito ite 

construction ofthe Edwardsport 1G(X plant. In March, 2008, two 

en^ronmentel groups, Appalachian Voices and the Canary Coalition, 

filed suit against the Federal govemment challenging the tex credite 

awarded to incentivize certain clean coal projecte. Although 

Duke Energy was not a party to the case, the allegations center on 

toe tex incenfives provided for Duke Energy's Cliffside and 

Edwardsport project. The initial complaint alleged a failure to comply 

with the National Environmental Policy Act. The first amended 

complaint, filed in August 2003, added an Endangered Species Act. 

claim and also sought declaratory and injunctive relief against the 

DOE and the U.S. Department ofthe Treasury. In November 2008, 

the Disfrict Court: dfemissed the case. On September 23, 2009, the 

District Couri: issued an order granting plaintiffs' motion to amend 

their complaint and denying, as moot, the motion for reconsideration. 

Plaintiffe have filed their second amended complaint. The Federal 

government has moved to dismiss the second amended complaint; 

the motion is pending. 

City of Orangeburg then terminated ite contingency conti-act with 

Duke Energy Carolinas at incrementel pricing and informed Duke 

Energy {[̂ arolinas that it vrould take sen/ice from South Carolina 

Electric and Gas Company via a newly executed agreement through 

the end of 2010. On April 29, 2009, Duke Energy Carolinas and toe 

City of Orangeburg filed a Notice of Appeal with the North Carolina 

Court of Appeals and briefe were filed wito the Court of Appeals on 

December 16, 2009. The City of Fayetteville and Electricities filed 

briefs in support of Duke Energy Carolinas' and City of Orangebur^s 

positions. Briefs for the appellees are due on Febmaty 17, 2010. 

Additionally, on July 2, 2009, toe Cily ot Orangeburg filed a Petition 

for Declaratory Order with the FERC seeking relief from the NCUC 

Order on various grounds, including violation ofthe Public Utility 

Regulatory Policies Act voluntary coordination provisions and federal 

preemption. The NCUC, toe Public Steff and the Attomey General, 

Progress Energy, toe National Association of Regulatory Utility 

Commissioners, Occidentel Power Marketing and the Norto Carolina 

Waste Awareness Network (WARN) have intervened in opposition to 

the Petition. The City of Fayetteville and Electricities have intervened 

in favor of Orangeburg's position, as has the American Public Power 

Association. Duke Energy Carolinas and NC Electric Membership 

Cooperative have also intervened, but expressed no position on the 

Petition. 

Other U.S. Franchised Elecbicand Gas Matters. 

Duke Energy Carolinas City of Orangeburg, South Carolina 

Wholesale Sales. 

On June 28, 2008, Duke Energy Carolinas filed notice with the 

NCUC that it intended to seil elecfricity to the City of Orangeburg, 

South Carolina (City of Orangeburg), a wholesale customer, at native 

load priority. Duke Energy Carolinas and toe City of Orangeburg also 

filed a joint petition asking toe NCUC to declare that the City of 

Orangeburg contract and all fijture Duke Energy i^arolinas native load 

priority wholesale contracte will be treated for ratemaking and 

reporting purposes in the same manner as such existing wholesale 

confracts (i.e., revenues fi-om toose contracte will be allocated to 

wholesale jurisdiction and coste will be allocated to wholesale 

jurisdiction based on system average costs). On March 30, 2009, 

toe NCUC issued Ite Order in which it concluded that Duke Energy., 

Carolinas can proceed with toe City of Orangeburg contract at ite own 

risk; however, Duke Ener©/ Carolinas cannot treat the City of 

Orangeburg's load as Duke Energy Carolinas' native load for rate 

setting purposes. Further, toe NCUC concluded that based on the 

evidence presented, a future Commission should allocate coste based 

upon incremental coste in any futore ratemaking case. The NCUC 

distinguished tiie City of Orangeburg from wholesale customers that 

have been historlcady served by Duke Energy Carolinas t^cause the 

City of Orangeburg has not shared in toe coste of Duke Energy 

Carolinas' existing system. Due to the NCUC ruling, Duke Energy 

Carolinas terminated the system average contract wito the City of 

Orangeburg in April 2009 per the allowed contractual provisions. The 

Duke Energy Carolinas Wholesale Sales. 

On September 3, 2009, Duke Energy Carolinas filed advance 

notice of its intent to sen/e Central Elecfric Power Cooperative, Inc. as 

an additional wholesale customer at native load priority and at system 

average cost. The load to be sen/ed consiste of load historically sen/ed 

by Duke Energ/ Carolinas until recently. On September 11 , 2009, 

the Public Staff filed ite response to the advance notice, indicating 

that it did not object to the advance notice filing and further indicating 

toat it was unlikely that the Public Steff would in a futore rate 

proceeding recommend that coste associated with toe Central Elecfric 

Power cooperative. Inc. contract be allocated on anytoing other toan 

system average cost, On October 5, 2009, toe WARN filed a petition 

to intervene in the proceeding arguing that the extension of Duke 

Energy Carolinas' service area through wholesale sales Is not in the 

best interests of Duke Energy Carotinas' customers. On 

November 10, 2009, the NCUC issued an order rejecting WARN's 

objection and permitting Duke Energy Carolinas to proceed with the 

proposed agreement. 

Duke Energy Cl̂ rolinas has also fiied advance notices of ite 

intent to sen/e additional wholesale customers; namely, the City of 

Greenwood, South Carolina, and Haywood Electric Membership 

Corp., at native load priority. Given that toese wholesale customers 

were historically sen/ed by Duke Energy Carolinas for a portion of 

their load, Ouke Energ/ Carolinas will seek to distinguish these 

contracte from toe Orangeburg decision. On July 20, 2009, the 

NCUC issued an order concluding that Duke Energy Carolinas can 

proceed with toe Greenwood purchased power agreement and that . 

Greenwood's load may be treated the same as retell native load. 
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Duke Energy Indiana SmartGrid and Distributed Renewable 

Generation Demonstration Project. 

Duke Energy Indiana filed a petition and case-in-chief testimony 

supporting ite request to build an intelligent distribution grid In 

Indiana. The proposal requeste approval of distribution formuia rates 

or, in toe alternative, a Smarifirid Rider to recover the retum on and 

of the capitel coste of toe build-out and toe recovery of incrementel 

operating and maintenance expenses and lost revenues. The petition 

also includes a pilot program for the instellation of small solar 

photovoltaic and wind generation on customer sites, for 

approximately $10 million over a three-year period. Duke Energy 

Indiana filed supplementel testimony in January 2009 to reflect the 

impacte of new favorable tex treatment on the cost/benefit analysis for 

SmartGrid. The intervenors filed testimony generally suppori:ing 

SmartGrid, but claimed that Duke Energy Indiana's plan was too fast 

and too large, with not enough customer benefite in terms of time 

differentiated rate options and behind-the-meter energy management 

systems. The inter\'enors also opposed the distribution formula rale 

and the rider request claiming that coste should be recovered in a 

base rate case, or possibly deferred. Duke Energy Indiana filed 

rebuttal testimony agreeing to slow ite deployment, and agreeing to 

work with the parties collaboratively to design time differentiated rate 

and energy management system pilote. On June 4, 2009, 

Duke Energy Indiana filed with the IURC a settlement agreeriient wito 

the OUCC, the CAC, Nucor Corporation, and the Duke Energy 

Indiana Industrial Group which provided for a full deployment of 

Duke Energy Indiana's SmartGrid Initiative at a slower pace, including 

cost recovery torough a tracking mechanfem. The settlement also 

included increased reporting and monitoring requiremente, approval 

of Duke Energy Indiana's renewable distributed generation pilot and 

the creation of a collaborative design to initiate several time 

differentiated pricing pilote, an electric vehicle pilot and a home area 

network pilot. Additionally, the settlement agreement provided for 

tracker recoveiy of toe coste associated with the SmartGrid initiative, 

subject to cost recovety caps and a termination date for the tracker. 

The tracker will also include a reduction in coste associated with the 

adoption of a new depreciation study. An evidentiaty hearing was 

held on June 29, 2009. On November 4, 2009, toe IURC issued an 

order that rejected toe settlement agreement as incomplete and not in 

the public interest. The lURCcited the lack of defined benefite ofthe 

programs and encouraged the parties to continue the collaborative 

process outiined in the settlement or to consider smaller scale pilote 

or phased-in options. The IURC required the parties to present a 

procedural schedule within 10 days to address the underlying relief 

requested in the cause, and to supplement the record to address 

issues regarding toe American Recovery and Reinvestinent Act 

funding recently awarded by the DOE. Duke Energy Indiana fe 

considering ite next steps, including a review of the implications of 

this Order on the American Recovety and Reinvestinent Act 

SmartGrid Investment Grant award from the DOE. A technical . 

conference was held at toe IURC on December 1, 2009, v t̂oerein a 

procedural schedule was esteblished for the lURC's continuing review 

of Duke Energy Indiana's SmartGrid proposal. Duke Energy Indiana is 

currently scheduled to file supplemental testimony in support: of a 

revised SmartGrid proposal by April 1, 2010, with an evidentiary 

hearingscheduled for May 5, 2010. 

Duke Energy Ohio SmartGrid. 

• Duke Energy Ohio filed an application on June 30, 2009, to 

establish rates for return of Ite SmartGrid net coste Incurred for gas 

and electric disfribution service through the end of 2008. The rider 

for recovering elecfric SmartGrid coste was approved by toe PUCO in 

ite order approving the ESP, as discussed above. Duke Energy Ohio 

proposed ite gas SmartGrid rider as part of ite most recent gas 

distribution rate case. The PUCO Staff has completed ite audit and 

filed ite commente. The PUCO Steff and inten/enors, the OCC and 

Kroger Company, filed commente on October 3, 2(X)9. The OCC and 

DukeEnergy Ohio filed reply commente on October 15, 2009. A 

Stipulation and Recommendation was entered Into by Duke Energy 

Ohio, Staff of toe PUCO, Kroger Company, and Ohio Partners for 

Affordable Energy, which provides for a revenue increase of . 

approximately $4.2 million under the electric rider and $590,000 

under the natural gas rider. The OCC did not oppose toe Stipulation 

and Recommendation. A hearing on the Stipulation and 

Recommendation occurred on November 20, 2009. Approval of the 

Stipulation and Recommendation fe expected in toe first quarter of 

2010. 

Commercial Power. 

As discussed in Note 1, effective December 17, 2008,. 

Commercial Power reapplied regulatory accounting treatinent to 

certain portions of Ite operations due to the passing of SB 221 and 

the PUCO's approval Of the ESP. Commercial Power may be 

impacted by certain of toe regulatory matters discussed above, 

including the Duke Energy Ohio elecfric rate filings. 

Pioneer Transmission LLC Joint Venture. 

On August 8, 2008, Duke Energy announced the formation of a 

50-50 joint venture, called Pioneer Transmission, LLC (Pioneer, 

Transniission), wito American Elecfric Power Company, Inc. (AEP) to 

build and operate 240 miles of extra-high-voltage 765 KV transmi

ssion lines and related fecilities in Indiana. Pioneer Transmission will 

be regulated by toe FERC and the IURC. Both Duke Energy and AEP 

own an equal interest in the joint venture and will share equally in 

the project coste, which are currently estimated at approximately $1 

billion, of which approximately $500 million is anticipated to be 

financed by Pioneer Transmission and toe remaining amount split 

equally betiA'een Duke Energy and AEP. The joint ventore will operate 

in Indiana as a fransmission utility. The earliest possible in-setvice 

date for toe project fe in 2015. On March 27, 2009, the FERC 

Issued an order granting favorable rate treatment for the project, 

including requested rate incentives. As is customary in formula rate 
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cases, the FERC set the formula rate toat transmission customers would pay for hearing and settlement procedures to address various 

challenges by intervenors to toe inpute and calculations underlying the formula rate. These rate Issues were resolved by a settlement which was 

approved by the FERC on October 26, 2009. Duke Energy continues to work with MISO and PJIVl to obtein the necessary approvals to be 

included in their respective transmission expansion plans. 

5. JOINT OWNERSHIP OF GENERATING AND TRANSMISSION FACILITIES 

Duke Energy Carolinas, along with North Carolina Municipal 

Power Agency Number 1, North Carolina Electric Membership 

Corporation and Piedmont Municipal Power Agency,.have joint 

ownership of Catewba Nuclear Station, which is a facility operated by 

Duke Energy Carolinas. As discussed in Note 3, In September 2008, 

Duke Energy paid approximately $150 million for an additional 

approximate 7% ownership interest in the Catewba Nuclear Station. 

Duke Energy Ohio, Columbus Southem Power Company, and 

Dayton Power & Light jointiy own elecfric generating unite and related 

transmission fscilities in Ohio. Duke Energy Kentocky and Dayton 

Power & Ught jointly own an electric generating unit. Duke Energy 

Ohio and Wabash Valley Power Association, Inc, (WVPA) jointly own 

Vermillion Stetion, Additionally, Duke Energy Indiana Is a joint-owner 

of Gibson Station Unit No. 5 wito WVPA and Indiana Municipal 

Power Agency (IMPA), as well as a joint-owner with WVPA and 

IMPA of certain Indiana transmission property and local faciiities. 

These facilities constitute part of the integrated transmission and 

distribution systems, which are operated and mainteined by Duke 

Energy Indiana, 

Duke Energy's share of jointly-owned plant or facilities included 

on the DecemberSl, 2009 Consolidated Balance Sheet Is as 

follows'. 

in millions) 
Ownership 

Share 
Propert/, Plant, 
and Equipment 

Accumulated 
Depreciafion 

Construction Work 
in Progress 

Duke Energy Carolinas 
Production-. 

Catawba Nuclear Stetion (Unite 1 and zy»̂  
Duke Energy Ohio 

Production: 
Miami Fort Station (Units 7 and 8)"" 
W.C: Beckjord Stetion (Unit 6)'^! 
J.M. Stuart Station'"*' 
Conesville Station (Unit 4)W'ci 
W.M. Zimmer Station'" 
Killen Stationed 
Vermilliontf 

Transmission''̂ ^ 
Duke Energy Indiana 

Production: 

Gibson Station (Unit b}!̂ " 
Transmission and local facilities'ai 

Duke Energy Kentucky 
Production: 

East Bend Station^ 
International Energy 

Production; 
Brazil —Ca.noas I and II 

19,2% $ 827 $ 312 $ 5 

64.0 
37,5 
39,0 
40.0 
46.5 
33.0 
75.0 

Various 

50,1 
Various 

596 
55 

765 
292 

1,316 
297 
197 
91 

327 
3,148 

176 , 
31 

221 
57 " 

516 
131 
53 
53 

161' 
1,335 

11 
1 

17 
14 
13 

. . 1 
— 
— 

_ 

— 

69,0 

47.1 

430 

357 

226 

83 

(a) Included in U.S. Franctiised Electric and Gas segment. 
(b) Included in Commercial Power segment. 
(cl Station is not operated by Ouke Energ/ Ohio. 

Duke Energy's share of revenues and operating costs of the above jointiy owned generating facilities are included within the corresponding 

line on the Consolidated Statements of Operations. Each participant in the jointiy owned facilities must provide ite own financing. 
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6. INCOIVIE TAXES 

The following details the components of income tax expense: 

Income Tax Expense 

For the Years Ended 
December 31, 

(in millions) 

Current income taxes 
Federal 
State 
Foreign 

2009 

${271) 
3 

96 

2008 

$ 60 
17 
68 

2007 

$(59) 
24 
64 

Total current income taxes (172) 145 29 

Defen'ed income taxes 
Federal 
State 
Foreign 

767 388 627 
148 50 37 
27 46 32 

Total deferred income taxes 

Investment tax credit amortization 

Total income tax expense from continuing 
• operations 

942 

(12) 

758 

484 

(13) 

616 

696 

(13) 

712 

Total income tax expense (benefit) from 
discontinued operations 

Total income tax expense from extraoniiinary 
item 

(2) (3) (88) 

— 37 — 

Totet income tex expense included in 
Consolidated Statements of Operations'̂ ' $ 756 $650 $624 

(a) Included in ttie "Total current income taxes' line above are uncertain tax benefrts 
relating primarily to certain temporary differences of approximately $91 miiiion for 
2009, $46 million for 2008 and $245 million for 2007, 

Income from Continuing Operations before Income Taxes 

(in millions) 

Domestic 
Foreign 

Total income from continuing operations 
before income taxes 

For the Years Ended 
December 31, 

2009 2008 2007 

$1,433 $1,575 $1,394 
398 316 342 

$1,831 $1,891 $2,236 

Reconciliation of Income Tax Expense at the U.S. Federal 

Statutory Tax Rate to the Actua) Tax Expense from Continuing 

Operations (Statutory Rate Reconciliation) 

(in millions) 

Income tax expense, computed at ttie 
statutory rate of 35% 
State income tax, net of federal income 

taxeffect 
Tax differential on foreign earnings 
Goodwill impairment charge 
ftFUDC equity income 
Otfier items, net 

Total income tax expense from 
continuing operations 

Effective tax rate 

For the Years Ended 
DecemberSl 

2009 

$641 

98 
(16) 
130 
(53) 
(42) 

$758 

41.4% 

2008 

$563 

43 
3 

— 
(52) 
(41) 

$615 

32.5% 

, 
2007 

$782 

40 
(23) 
— 

(24) 
(53) 

$712 

. 31.9°/ 

During 2009, Duke Enei^ had tax tienefits related to employee 

stock ownership plan dividends of approximately $22 million and 

renewable ene i^ credits primarily related to the DEGS wind business 

of approximately $30 million. These Ixnefits are reflected in the 

above table in Other items, net. 

During 2008, Duke Energy had tax benefits related to employee 

stock ownership plan dividends of approximately $20 million and 

certain foreign restructuring of approximately $25 million. These 

benefits are refiected in the above table in Otiier items, net, 

During 2007, Duke Energy had tax benefits related to employee 

stock ownership plan dividends of approximately $20 million and the 

manufacturing deduction of approximately $35 million, which is 

reflected in the above table in Other items, net. The manufacturing 

deduction was created by the American Job Creation Act of 2004 

(the Act), The Act provides a deduction for income from qualified 

domestic production activities. The manufacturing deduction 

amounts to 6% on qualified production activities. 

Valuation allowances hcfve been established for certain foreign 

and state net operating loss canyforwards that reduce deferred tax 

assets to an amount that will be realized on a more-likely-tiian-not 

basis. The net change in the total valuation allowance is included in 

Tax differential on foreign earning and Sfate income tax, net of 

federal income tax effect in the atove table. 
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Net Deferred Income Tax Liability Components 

(in millions) 

Changes to Unrecognized Tax Benefits 

DecemberSl, 

2009 2008 

Deferred credits and other liabilities 
Tax Credit Carryfonwards'̂ ' 
Other 

$ 591 S 995 
290 — 
260 — 

Total deferred income tax assets 
Valuation allowance 

1,141 
(163) 

995 
(94) 

Net deferred income tax assets 978 901 

Investments and other assets 
Accelerated depreciation rates 
Regulatory assets and deferred debits 
Other 

(594) (764) 
(4,744) (4,125) 
(1,184) (856) 

— . (30) 

Total deferred income tax liabilities (6,522) (5,775) 

Net deferred Income tax liabilities $(5,544) $(4,874) 

(a) orthe taK credit carryforwards, approximately $218 riiillion relate to investment tax 
credits e!<pirirg in 2029 and approximately $72 million relates to alternative minimum 
tax credits that have no expiration. 

The above amounts have been classified in the Consolidated 

Balance Sheets as follows: 

Deferred Tax Liabilities 

December 31, 

(in millions) 2009 2008 

Current deferred tax assets, included in other 
current assets $ 3 

Non-current deferred tax assets, included in other 
investments and otiier assets 95 

Cun'ent deferred tax liabilities, included in other 
current liabilities (27) 

Non-current defeired tax liabilities (5,615) (5,117) 

158 

97 

(12) 

Total net deferred income tax liabilities $(5,544)' $(4,874) 

Deferred income taxes and foreign withholding taxes have not 

been provided on undistributed earnings of Duke Energy's foreign 

subsidiaries when such amounts are deemed to be indefinitely 

reinvested. The cumulative undisti'ibuted earnings as of 

December 3 1 , 2009 on which Duke Energy has not provided 

deferred income taxes and foreign withholding taxes is approximately' 

$949 million, 

Duke Energy or its subsidiaries file income tax retijrns in the 

U.S. with ^deral and various state governmental authorities, and In 

foreign jurisdictions. 

(In millions) 

Unrecognized Tax Benefits — 
January 1, 

Spin-off of Spectra Energy 

2009 

Increase 
(Decrease] 

$572 

— 

2008 

Increase/ 
(Decrease) 

$348 

— 

2007 

Increase/ 
(Decrease) 

$499 

(78) 

Unrecc^nized Tax Benefits — 
January 2, 

Unrecognized Tax Benefits 
Changes 
Gross increases — tax 

positions in prior periods 
Gross decreases — tax 

positions in prior periods 
Gross increases — current 

period tax positions 
Settlements 
Lapse of statute of 

572 348 421 

132 

(38) 

11 
(13) 

294 

(65) 

5 
(7) 

36 

(56) 

1 
(52) 

limitations 

Total Changes 

Unrecognized TaK Benefits — 
DecemberSl, ' 

— 
92 

$664 

(3) . 

224 

$572 

(2) 

(73) 

$348 

At December 31 , 2009, Duke Energ/ had approximately 

$303 miliion of unrecognized tax benefits that, if recognized, would 

affect the effective tax rate or be clas^fied as a regulaton/ liability. At 

this time, Duke Energy is unable to estimate the specific effect to 

either. At December 3 1 , 2009, Duke Energy had approximately 

$13 million that, if recognized, would be recorded as a component of 

discontinued operations. 

It is reasonably possible that Duke Energy will reflect an 

approximate $313 million reduction in unrecognized tax benefits 

within the next 12 months due to expected settlements. 

Duringthe years ending December31, 2009, 2008, and 

2007, Duke Energy recogiized approximately $7 million of net' 

interest expense, and approximately $2 millioh and $38 million of 

net interest income, respectively, related to income taxes; At 

DecemberSl, 2009, and 2008, Duke Energy's Consolidated 

Balance Sheets included approximately $21 miiiion and $29 million, 

respectively, of interest receivable, which reflects all interest related to' 

income taxes, and approximately $3 miiiion and S2 million, 

respectively, related to accruals for the payment of penalties. 

Duke Energy has the following tax yeara open, 

Jurisdiction Tax Years 

Federal 1999 and after (except for Cinergy and its subsidiaries, 
wiiich are open for years 2005 and after) 

State Majority closed tiirough 2001 except for ceriain refund 
claims for tax years 1978-2001 and any adjustments 
related to open federal years 

Intemational 2000 and after 
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As Of December 3 1 , 2009 and 2008, approximately 

S359 million and $490 miliion, respectively, of federal income tax 

receivables were included in Other within Current Assets on the 

Consolidated Balance Sheets. At both December 3 1 , 2009 and 

2(X)8, these balances exceeded 5% of Total Current Assets. 

7. ASSET RETIREMENT OBLIGATIONS 

Asset retirement obligations, which represent legal obligations 

associated with the retirement of certain tangible 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 

the liability is incurred, ifa reasonable estimate of fair value can be 

made. The present value of the liability is added to the carrying 

amount of the associated asset in the period the liabili^ is incurred 

and this additional canylng amount is depreciated over the remaining 

life of the asset. Subsequent to the Initial recognition, the liability is 

adjusted for any revisions to the estimated future cash flows 

•associated with the asset retirement obligation (with corresponding 

adjustments to propert/, plant, and equipment), which can occur 

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 liat^ility due to ttie passage of time until the obligation 

is settled. Depreciation expense is adjusted prospectively for any 

increases or decreases to the can7ing amount of the associated asset. 

The recognition of asset retirement obligations has no impact on the 

earnings of Duke Energy's regulated electric operations as the effects 

of the recognition and subsequent accounting for an asset retirement 

obligation are offset by the establishment of regulatory assets and 

liabilities pursuant to regulatory accounting. 

Asset retirement obligations recognized by Duke Energy relate 

primarily to the decommissioning of nuclear power facilities, 

obligations related to right-of-way agreements, asbestos removal and 

contractual leases for land use. Certain of Duke Energy's assets have 

an indeterminate life, such as transmission and distribution facilities 

and some gas-fired power plants and thus tiie fair value of the 

retirement obligation is not reasonably estimable. A liability for tiiese 

asset retirement obligations will be recorded when a fair value is 

determinable. 

The following table presenls the changes to the liability 

associated with asset retirement obligations during the years ended 

December31, 2009and 2008: 

(in millions) 

Balance as of January 1, 
Uabilities incurred due to new acquisitions'^' 
Accretion expense*' 

Uabilities settled 
Revisions In estimates of cash flows'^' 
Uabilities incurred in the current year 
Other 

Balance as of December 3 1 , 

Years Ended 
December 3 1 , 

2009 

$2,567 
— 

200 

— 
389 

35 
(6) 

$3,185 

2008 

$2,351 
44 

164 
(2) 
— 
10 
— 

$2,567 

(a) As diXLissed in Note 3, in September 2008, Duke Ener^' acquired an additional 
ownership interest in Catawba. 

(b) Substantially ali of the accretion expense for the years ended December 3 1 , 2009 and 
200S relate to Duke Energy's regulated electric operations and l̂ ave been detered in 
accordance with regulatory accounting treatment, as discussed above, 

(c) As discussed below, Duke Energy updates its nuclear decommissioning costs study 
every five years as requited by the NCUC and PSCSC, Tha increase in tbe revisions to 
estimated cash flows primarily relates to the increase in estimated cost of 
decommissioning Duke Energ/s nuclear units. Approximately half of Ihe increase In 
the nuclear decommissioning cost estimates is due to increased labor costs since the 
completion of the last cost study in 2003, Other assumptions that had changed since 
the 2003 study that impacted the determination of the asset retirement obiigation 
liability include the inflation rate, market risk premium and credit adjusted risk free rate. 

Duke Energy's r^ulated electric and regulated natural gas 

operations accrue costs of removal for property that does not have an 

associated legal retirement obligation based on regulatory orders fn^m 

the various state commissions. These costs of removal are recorded 

as a regulatory liability in accordance with regulatory' treatment. 

Duke Energy does not accrue the estimated cost of removal when no 

legal obligation associated with retirement or removal exists for any 

non-regulated assets (including Duke Energy Ohio's generation 

assets). The total amount of cost of removal for assets without an 

associated legal retirement obligation, which are included in Other 

Deferred Credits and Other Liabilities on the Consolidated Balance' 

Sheets, was $2,277 million and $2,162 million as of December 3 1 , 

2009 and 2008, respectively. 
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Nuclear Decommtssioning Costs. 

in 2005, the NCUC and PSCSC approved a $48 million annual 

amount for contributions and expense levels for decommissioning. In 

each ofthe years ended December 31 , 2009, 2008 and 2007, 

Duke Energy expensed approximately $48 million and contributed 

cash of approximately $48 million to tiie NDTF for decommissioning 

costs. These amounts are presented in tiie Consolidated Statements 

of Cash Rows In Purchases of Available-For-Sale Securities within 

Net Cash Used in Investing Activities. The entire amount ofthese 

contributions were to the funds resen/ed for contaminated costs as 

contributions to the funds reserved for non-contaminated costs have 

been discontinued since the current estimates indicate existing funds 

to be sufficient to cover projected future costs. Both the NCUC and 

the PSCSC have allowed Duke Energy to recover estimated 

decommissioning coste tiirough retail rates over the expected 

remaining sen/ice periods of Duke Energy's nuclear stations. Duke 

Energy believes that tiie decommissioning costs being recovered 

tiirough rates, when coupled with expected fund earnings, will be 

sufficient to provide for the cost of foture decommissioning. 

The balance of the external NDTF, which are reflected as NDTF 

within Investments and Other Assets in the Consolidated Balance 

Sheets, was approximately $1,765 miiiion asof DecemberSl, 

2009 and $1,436 million as of December 3 1 , 2008. The increase 

in the value of the NDTF during 2009 is due to higher overall retums 

in the equity and debt markets. The fair value of assets legally 

restricted for the purpose of settling asset retirement obligations 

associated with nuclear decommissioning was $1,530 million as of 

December 3 1 , 2009 and $1,194 miliion as of December 3 1 , 2003. 

As the NCUC and the PSCX require that Duke Energy update 

ite cost estimate for decommissioning ite nuclear plante every tive 

years, new site-specific nuclear decommissioning cost studies were 

completed in January 2009 that showed total estimated nuclear 

decommissioning coste. Including the cost to decommission plant 

componente not subject to radioactive contamination, of 

approximately $3 billion in 2008 dollars. This estimate includes 

Duke Energy's 19.25% ownership interest in the Catawba Nuclear 

Station. The other joint owners of Catawba Nuclear Station are 

responsible for decommissioning coste related to their ownership 

intereste in tiie station. The previous study, completed in 2004, 

estimated total nuclear decommissioning coste, including the cost to 

decommission plant componente not subject to radioactive 

contamination, of approximately $2,3 billion in 2003 dollars, 

Duke Energy filed these site-specific nuclear decommissioning 

cost studies with the NCUC and the PSCSC in conjunction with the 

various rate case filings. In addition to the decommissioning cost 

studies, a new funding study was completed and indicates the 

current annual funding requirement of approximately $4S million is 

suflicient to cover the estimated decommissioning coste. Duke Ener^ 

received an order from tiie NCUC on ite rate case filing on 

December 7, 2009, and the PSCSC accepted a settlement 

agreement on Duke Energy's rate case on January 20, 2010, Both 

the NCUC and the PSCSC approved the existing $48 million annual 

funding level for nuclear decommissioning coste. 

The operating licenses for Duke Energy's nuciear units are 

subject to extension. In December 2003, Duke Energy was granted 

renewed operating licenses for Catawba NuclearStation Unite 1 and 

2 until 2043 and McGuire NuclearStation Unit 1 and 2 until 2041 

and 2043, respectively, in 2000, Duke Energy was granted a 

renewed operating license for the Oconee Nuciear Station Unite 1 

and 2 until 2033 and Unit 3 until 2034. 

8. RISK MANAGEMENT, DERIVATIVE INSTRUMENTS 
AND HEDGING ACTIVITIES 

The primary risks Duke Ener^' manages by utilizing derivative 

instrumente are commodity price risk and interest rate risk, Duke 

Energy closely monitors the risks associated with commodity price 

changes and changes in interest rates on ite operations and, where 

appropriate, uses various commodity and interest rate instrumente to 

manage these risks. Certain of tiiese derivative instrumente qualify for 

hedge accounting and are designated as hedging instrumente, while 

others either do not qualify as a hedge or have not been designated 

as hedges by Duke Energy (hereinafter referred to as undesignated 

contracte), Duke Energy's primary use of energy commodity 

derivatives is to hedge ite generation portfolio against exposure to 

changes in tiie prices of power and fuel. Interest rate swaps are 

entered into to manage interest rate risk primarily associated with 

Duke Ener^'s variable-rate and fixed-rate borrowings. 

The accounting guidance for derivatives requires the recognition 

of ali derivative instrumente not identified as NPNS as either assete or 

liabilities at fair value in tiie Consolidated Balance Sheete. For 

derivative instrumente that qualify for hedge accounting, Duke Energy 

may elect to designate such derivatives as eitiier cash flow hedges or 

fair value hedges. 

The operations of U.S. Franchised Electric and Gas business 

segment and certein operations of the Commercial Power business 

segment meet the criteria for regulatory accounting treatinent. 

Accordingly, for derivatives designated as cash flow hedges v/ithin 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 or left undesignated within the 

regulated operations, including economic hedges associated with 

Commercial Power's native load generation, gains and losses 

associated with the change in fair value of tiiese derivative contracte 

would be deferred as a regulatory liability or asset, thus having no 

immediate eamings impact. 

Within Duke Energy's unregulated businesses, for derivative 

instrumente 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 tiie same 

period or periods duhng which the hedged transaction affecte 

eamings. Any gains or losses on the derivative that represent either 
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hedge inefl'ectiveness or hedge componente excluded from the 

assessment of effectiveness are recognized in current earnings. For 

derivative instrumente that are designated and qualify as a feir value 

hedge, the gain or loss on the derivative as well as the offeetting loss 

or gain on the hedged item are recognized in earnings in tiie current 

period. Duke Energy includes the gain or loss on tiie derivative in the 

same line item as the offseti;ing loss or gain on the hedged item in the 

Consolidated Statemente of Operations. Additionally, Duke Energy 

enters into derivative agreemente that are economic hedges that 

either do not qualify for hedge accounting or have not been 

designated as a hedge. The changes in fair value of these 

undesignated derivative instiumentsare reflected in current eamings. 

Commodity Piice Risk 

Duke Energy is exposed to the impact of market changes- in tiie 

future prices of electi'icity (energy, capacity and flnancial transmission 

righte), coal, natural gas and emission allowances (SO2, seasonal 

NOx snd annual NOx) as a result of ite energy operations such as 

electric generation and the ti-ansportation and sale of natural gas. 

With respect to commodity price risks associated witii electi'ic 

generation, Duke Energy is exposed to changes including, but not 

limited to, the cost of the coal and natural gas used to generate 

electi-icity, the prices of electricity in wholesale markets, the cost of 

capacity required to purchase and sell electricity in wholesale markete 

and tiie cost of emission allowances for SO2, seasonal NOx and 

annual NOx, primarily at Duke Energy's coal fired power plante. Duke 

Ener̂ gy closely monitors the risks associated with commodity price 

changes on its future operations and, where appropriate, uses various 

commodity contracte to mitigate the effect of such fluctuations on 

operations. Duke Energ/'s exposure to commodity price risk is 

influenced by a number of factors, including, but not limited to, the 

temi of the contract, the liquidity of the market and delivery location. 

Commodity derivatives associated with the risk management of 

Duke Energy's energy operations may be accounted for as eitiier cash 

flow hedges or fair value hedges if the derivative instilment qualifies 

as a hedge under tiie accounting guidance for derivatives, or as an 

undesignated contract if eitiier the derivative instrument does not 

quality as a hedge or Duke Energy has elected to not designate the 

contract as a hedge. Additionally, Duke Energy enters into various 

contracte that quality for tiie NPNS exception, Duke Energy primarily 

applies the NPNS exception to contracte within the U.S, Franchised 

Electric and Gas and Commercial Power business segments that 

relate to tiie physical delivery of electricity over the next 12 years. 

Commodity Fair Value Hedges. 

At DecemberSl, 2009, Duke Energy did not have any open 
commodity derivative Instrumente that were designated as fair value 
hedges. 

Commodity Cash Flow Hedges. 

Duke Energy uses commodity insti-umente, such as swaps, 

fotures, fonwards and options, to protect margins for a portion of 

futore revenues and fuel and purchased power expenses. Duke 

Energy generally uses commodity cash flow hedges to mitigate 

exposures to the price variability of the underiying commodities far, 

generally, a maximum period of one year. 

Undesignated Contracts. 

Duke Energy uses derivative contacts as economic hedges to 

manage the market risk exposures that arise from providing electric 

generation and capacity to large energy customers, energy 

aggregators and other wholesale companies. Undesignated contracte 

include contiacte not designated as a hedge, contracte tiiat do not 

quality for hedge accounting, derivatives that no longer quality for the 

NPNS scope exception, and de-deslgnated hedge contracte tiiat were 

not re-designated as a hedge. The conti'acte in this categofy as of 

December 31 , 2009 are primarily associated with forward power 

sales and coal purchases, as well as foiward SO2 emission 

allowances, for the Commercial Power and U.S. Franchised Electric 

and Gas business segmente. Undesignated contiacts also Include 

contracte associated with operations that Duke Energy continues to 

wind down or has induded as discontinued operations. 

In connection with the exiting of tiie DENA business in 2005, 

Duke Energy entered into a series of Total Return Swaps (TRS) with 

Barclays Bank PLC (Barclays), which are accounted for as 

mark-to-market derivatives. The TRS offeete the net fair value of the 

contracte being sold to Barclays, The fair value of the TRS as of 

December 3 1 , 2009 fe an asset of approximately $12 million, which 

offsete the net fair value of the underlying contracte, which is a 

liability of approximately $12 million. The remaining contiacte 

covered by this TRS are with a single counterparty. Although Duke 

Energy has transferred the risks associated with these contracte to 

Barclay's via the TRS, Duke Energy will continue to facilitate these 

contracte for their duration. 

Interest Rate Risk 

Duke Energy is ê q̂ osed to risk resulting from changes in interest 

rates as a result of Ite issuance or anticipated issuance of variable and 

fixed-rate debt and commercial paper, Duke Energy manages ite 

interest rate exposure by limiting its variable-rate exposures to a 

percentege of total capitalization and by monitoring the effects of 

market changes in interest rates. To manage risk associated with 

changes in interest rates, Duke Energy may enter into financial 

contracte, primarily interest rate swaps and U,S. Treasury lock 

agreements. The majority of Duke Energy's currently outetanding 

derivative instnjmente related to interest rate risk are hedges. 

DUKE ENERGY CORPORATION / 2009 FORM 10-K 108 



PART 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

Additionally, in anticipation of certain fixed-rate debt issuances, 

Duke Energ/ may execute a series of forwaid starting interest rate 

swaps to lock in componente of tha market interest rates at the time 

and terminate these derivatives prior to or upon the issuance of the 

corresponding debt. When these transactions occur within a business 

that applies regulatory accounting treatment, any pre-tex gain or loss 

recognized from inception to termination ofthe hedges may be 

recorded as a regulatory liability or asset and amortized as a 

component of interest expense over the life of the debt. Alternatively, 

Duke Energy may designate these derivatives as hedges. If so, any 

pre-tax gain or loss recognized from inception to termination of the 

hedges is recorded in AOCI and amortized as a component of interest 

expense over the life of the debt. 

At December 3 1 , 2009, the total notional amount of Duke 

Energy's receive fixed/pay-variable interest rate swaps (fairvalue 

hedge) was $275 million and the totel notional amount of Duke 

Energy's receive variable''pay-fixed interest rate swaps (cash flow 

hedge) was $91 million. 

Volumes 

The following table shov\'s information relating to the volume of 

Duke Energy's derivative activity outetanding as of December 3 1 , 

2009. Amounte disclosed represent the notional volumes of 

commodities and the notional dollar amounte of debt subject to 

derivative conti'acte accounted for at fair value. For option contracte, 

notional amounte Include only the delta-equivalent volumes which 

represent the notional volumes times the probability of exercising tiie 

option based on current price volatility. Volumes assxiated with 

contracte qualitying for the NPNS exception have been excluded from 

the table below. Amounts disclosed represent the absolute value of 

notional amounte. Duke Energy has netted contractual amounte 

where offeetting purchase and sale contracte exist with identical 

delivery locations and times of delivery. 

Underlying Notional Amounts for Derivative Instruments 

Accounted for At Fair Value 

DecemberSl, 
2009 

Commodity contracts 
ElecUicity-enefgy (Gi^watt-hours) 
Emission allowances: SOj (thousands of tons) 
Emission allowances: NO^ (thousands of tons) 
Natural gas (millions of decatherms) 
Coal (millions of tons) 

Financial contracts 
Interest rates (dollars in millions) 

3,687 
9 
2 

71 
2 

$ 366 

The following teble shows fair value amounte of derivative 

contracte as of December 3 1 , 2009 and the line item(s) in tiie 

Consolidated Balance Sheete in which such amounte are included. 

The fair values of derivative contracte are presented on a gross basis, 

even when the derivative instrumente are subject to master netting 

arrangemente. Cash collateral payables and receivables associated 

wltii the derivative contracte have not been netted against the fair 

value amounte. 

|jx:ation and Fair Value Amounts of Derivatives Reflected in the 

Consolidated Batance Sheets 

(in millions) 

December 31 ,2009 

Asset Uability 
Derivatives Derivatives 

Balance Sheet Location 

Derivatives Designated as Hedging Instruments 

Commodity contracts 
CurrentAssets: Other 
Interest rate contracts 
Current Assets: Other 
Current Uabilities: Other 
Deferred Credite and Other Liabilities; Other 

$ 1 

4 

Total Derivatives Designated as Hedging 
Instmments 

Derivatives Not Designated as Hedging 
Instruments 

Commodity contracts 
Current Assete: Other 
Investments and Other Assete; Otiier 
Current Liabilities: Other 
Deferred Credits and Other Liabilities; Other 
Interest rate contracts 
Current Liabilities; Other 

Deferred Credite and Other Liabilities: Other 

Total D«-ivatives Not Designated as Hedging 
Instruments 

Total Derivatives 

$ 5 

$ 59 
59 
85 
44 

— 
— 

$247 

$252 

$ 7 

$ 1 
2 

232 
100 

3 
4 

$342 

$349 

DUKE ENERGY CORPORATION / 2009 FORM 10-K 109 



PART 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

The following table shows the amount of the gains and losses 

recognized on derivative instrumente designated and qualifying as 

cash flow hedges by type of derivative contract during the year ended 

December 3 1 , 2009 and tiie financial statement line items in which 

such gains and losses are included. 

Cash Flow Hedges — Location and Amount of Pre-Tax Losses 

Recognized in Comprehensive Income 

Year Ended 

December 3 1 , 
(in millions) • 2009 

Location of Pre-Tax Losses Reclassified ^ m AOCI 
into Earnings'* 

Commodity contracts 

Revenue, non-regulated electric, natural gas and other $(13) 
Fuel used in electric generation and purchased 

power-non-regulated (10) 
Interest rate contracts 

Interest e)(pense , (5) 

Total Pre-Tax Losses Reclassified from AOCI into 
Eamings $(28) 

(a) Represents the gains and losses on cash flow hedges previously recorded in AOCI 
during the teim of the hedging relationship and reclassified into earnings during the 
current period. 

The effective portion of gains or losses on cash flow hedges that 

were recognized in AOCI during the year ended December 3 1 , 2009 

was insignificant. In addition, there were no losses due to hedge 

ineffectiveness during the year ended December 31 , 2009. No gains 

or losses have been excluded from the assessment of hedge 

effectiveness, Asof DecemberSl, 2009, an insigiificant amount of 

pre-tax deferred net gains on derivative instmmente related to 

commodity and interest rate cash flow hedges accumulated on the 

Consolidated Balance Sheete in AOCI are expected to be recognized 

in earnings during the next 12 months as the hedged transactions 

occur. 

The following table shows the amount of the pre-tax gains and 

losses recognized on undesignated hedges by type of derivative 

instrument during the year ended December 3 1 , 2009 and the line 

item(s) in the Consolidated Statemente of Operations in which such 

gains and losses are Included or deferred on the Consolidated 

Balance Sheete as regulatoiy assete or liabilities. 

Undesignated Hedges — Location and Amount of Pre-Tax Gains 

and (Losses) Recognized in Income or as Regulatorv Assets or 

Liabilities 

(in millions) 

Location of Pre-Tax Gains Recognized in Eamings 

Commodity contracts 
Revenue, regulated electric 
[Revenue, non-reguiated electric, natural gas and other 
Fuel used in eiectric generation and purchased 

power-non-regulated 

Interest rate contracls 
Interest expense 

Totai Pre-Tax Gains Recognized in Earnings 

Year Ended 

DecemberSl, 
2009 

S 1 
1 

10 

1 

$13 

Location of Pre-Tax Gains (Losses) Recognized as 
Regulatory Assets or Liabilities 

Comrrwdity contracts 

Regulatoty Asset ${48) 
Regulatory Uability 3 
Interest rate contracte 
Regulatory Asset 1 

Total Pre-Tax Losses Recognized as Regulatory Assets 

or Uabilities ${44) 

Credit Risk 

Duke Eners^s principal customers for power and natural gas 

marketing and ti'ansportBtion services are industrial end-users, 

mart̂ eters, local distribution companies and utilities located 

throughout the U.S. and Latin America. Duke Energy has 

concentrations of receivables from natural gas and electric utilities 

and their affiliates, as well as industrial customers and mari<eters 

throughout tiiese regions, These concentrations of customers may 

afl'ect Duke Energy's overall credit risk in tiiat risk factors can 

negatively impact the credit quality of the entire sector. Where 

exposed to credit risk, Duke Energy analyzes the counterparties' 

financial condition prior to entering into an agreement, establishes 

credit limite and monitors the appropriateness of those limite on an 

ongoing basis. 
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Duke Energy's industry has historically operated under • 

negotiated credit lines for physical delivery contracte. Duke Energy . 

frequentiy uses master collateral agreemente to mitigate certain credit 

exposures, primarily related to hedging the risks inherent in ite 

generation poriifolio. The collateral agreemente provide for a 

counterparty to post cash or letters of credit to the exposed pariy for 

exposure in excess of an established threshold. The threshold amount 

represente an unsecured credit limit, determined in accordance with 

the corporate credit policy. Collateral agreemente also provide that the 

inability to post collateral is sufficient cause to terminate contracte and 

liquidate all positions. 

Duke Energy also obtains cash, letters of credit or surety bonds 

from customers to provide credit support outeide of collateral 

agreemente, where appropriate, based on ite financial analysis ofthe 

customer and the regulatory or contractual terms and conditions 

applicable to each transaction. 

Certain of Duke Energy's derivative contracte contain contingent 

credit features, such as material adverse change clauses or payment 

acceleration clauses that could result in immediate paymente, the 

posting of letters of credit or tiie termination of the derivative contract 

t)efore maturity If specific evente occur, such as a downgrade of Duke 

Energy's credit rating below investment grade. 

The following table shows Information with respect to derivative 

contracte that are in a net liability position and contain objective 

credit-risk related payment provisions. The amounte disclosed in the 

table below represents the aggregate fair value amounte of such 

derivative instrumente at the end of the reporting period, the 

aggregate fair value of assete that are already posted as collateral 

under such derivative instrumente at tire end of the reporting period, 

and the aggr^ate fair value of additional assete that would be 

required to be transferred in the event that credit-risk-related 

contingent features were t i l lered at DecemberSl^ 2009. 

Information Regarding Derivative Instruments that Contain Credit-
risk Related Contingent Features 

{in millions) 
December 31, 

2009 

Aggregate Fair Value Amounte of Derivative Instrumente 
in a Net Liability Position $208 

collateral Already Posted $130 
Additional Cash Collateral or Letters of Credit in the 

Event Credit-risk-related Contingent Features were 
Triggered at the End of the Reporting Period $ 6 

Netting of Cash Collateral and Derivative Assets and Liabilities 

Under Master Netting Arrafigements. 

Duke Energy offeete fair value amounte (or amounte that. 

approximate fair value) recognized on ite Consolidated Balance 

Sheete related to cash collateral amounte receivable or payable 

against fair value amounte recognized for derivative instrumente 

executed with the same counterparty under the same master netting 

agreement. At December 31 , 2009 and 2008, Duke Energy had 

receivables related to the right to reclaim cash collateral of 

approximately $112 million and $86 million, respectively, and had 

payables related to obligations to return cash collateral of insignificant 

amounte that have been offset against net derivative positions in the 

Consolidated Balance Sheete. Duke Energy had collateral receivables 

of approximately $19 million and $64 million under master netting 

arrangemente that have not been offeet against net derivative 

positions at DecemberSl, 2009 and 2008, respectively. Duke 

Energy had insignificant cash collateral payables under master netting 

arrangemente that have not been offset against net derivative 

positions at December 31 , 2009 and 2008. 

See Note 9 for additional information on fair value disclosures 

related to derivatives. 

9. FAIR VALUE OF FINANCIAL ASSETS AND 

LIABILITIES 

On January 1, 2008, Duke Energy adopted the new fair value 

disclosure requiremente for financial instruments and non-financial 

derivatives. On January 1, 2009, Duke Energy adopted the new fair 

value disclosure requiremente for non-financial assete and liabilities 

measured at fair value on a non-recurring basis. Duke Energy did not 

record any cumulative effect adjustment to retained earnings as a . 

result of the adoption of the new fair value standards. 

The accounting ^Idance for fair value defines fair value, 

establishes a framework for measuring fair value in GAAP In the U.S. 

and expands disclosure requiremente about fair value measuremente. 

Under the accounting guidance for fair value, fair value is considered 

to be the exchange price in an orderiy transaction, between market 

partidpante to sell an asset or transfer a liability at the measurement 

date. The fair value definition focuses on an exit price,.which is the 

price that would be received by Duke Energy 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 to assume a liability. Although 

the accounting guidance for fair value does not require additional fair 

value measuremente, it applies to other accounting pronouncemente 

thatrequireorpermitfairvalue measuremente. 

Duke Energy classifies recurring and non-recurring fair value 

measuremente based on the following fair value hierarchy, as 

prescribed by the accouriting guidarice for fair value, which prioritizes 

the inpute to valuation techniques used to measure fair value into 

three levels-. 

Level 1 — unadjusted quoted prices in active markete for 

identical assete or liabilities that Duke Energy has the ability fo 

access. An active market for tiie asset or liability is one in which 

transactions for the asset or liability occur with sufficient 

frequency and volume to provide ongoing pricing information. 

Duke Energy does not adjust quoted market prices on Level 1 

for any blockage factor. 
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Level 2 — a fair value measurement utilizing inpute other than 

a quoted market price that are observable, either directiy or 

indirectly, for the asset or liability. Level 2 inpute include, but are 

not limited to, quoted prices for similar assete or liabilities in an 

active market, quoted prices for identical or similar assets or 

liabilities in markete that are not active and inpute other tiian 

quoted market prices that are obsen/able for tiie asset or liability, 

such as interest rate curves and yield curves obsen/able at 

commonly quoted inten/als, volatilities, credit risk and default 

rates. A level 2 measurement cannot have more than an insigni

ficant portion of the valuation based on unobservable inpute. 

Level 3 — any fair value measuremente which include 

unobsen/able Inpute for the asset or liability for more than an 

insignificant portion of the valuation. A level 3 measurement 

may be based primarily on level 2 Inpute. 

The fair value accounting guidance for financial instmments, 

which was effective for Duke Energy as of January 1, 2008, permits 

entities to elect to measure many financial instrumente and certain 

other items at fair value that are not required to be accounted for at 

fair value under existing GAAP. Duke Energy does not currentiy have 

any financial assete orfinancial liabilitiesthatare not required to be 

accounted for at fair value under GAAP for which it elected to use the 

option to record at fair value. However, in the future, Duke Energy 

may elect to measure certain financial instrumente at fair value in 

accordance with this accounting guidance. 

The following tables provide the fair value measurement 

amounte for assete and liabilities recorded on Duke Energy's 

Consolidated Balance Sheete at fair value at December 3 1 , 2009 

and 2008. Derivative amounte in the table below exclude cash 

collateral amounte which are disclosed in Note 8, 

in millions} 

Total Fair Value 
Amounts at 

December 3 1 , 
2009 Level 1 Level 2 Level 3 

Description 
Investmente in available-for-sale auct'on rate securities'^'M 
Nuclear decommissioning trust fund equiiy securities'^* 
Nuclear decommissioning trust fund debt securities*' 
Other long-term trading and available-for-sale equity securities'^'*) 
Other long-term trading and available-for-sale debt securities™'^* 
Derivative assete''̂ ' 

$ 198 
1,156 
609 
66 
258 
120 

1,155 
36 
60 
32 

.• 1 

— $198 

573 
6 

226 
24 95 

Total Assets 
Derivative liabilities''^' 

$2,407 $1,285 
(217) (112) 

$829 
(35). 

$293 
(70) 

Net Assets $2,190 $1,173 $794 $223 

(a) Included in Other within Investments and Ottier Assets on the Consolidated Balance Sfieets. 
(b) SeeNote lOfbradditional infonnation related toinvestmentsbymajorsecurity type. • , . , 
(c) Included in Other within Current Assets and Other within Investments and Oltier Assets on tha Consolidated Balance Sheets. See Note 8 fbr additional information regarding derivatives. 
(dS Included in Other wittiin Currenl Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. See Note 8 for additional information re^rding 

derivatives. 

(in millions) 

Total Fair Value 
Amounts at 

December 3 1 , 

2008 

$ 224 
831 
605 

80 
234 
251 

Level 1 

$ -
831 

22 
49 
25 
9 

Level 2 

*fi
..̂

 

— 
• 583 

3T 
' 209 

70 

Level 3 

Description 

Investmente in available-for-sale auction rate securities'^'*' •-
Nuclear decommissioning trust fund equity securities'^' 
Nuclear decommissioning trust fund debt securities^ 
Other long-term trading and available-for-sale equity securities™^' 
Other long-term trading and available-for-sale debt securities'^fo 
Derivative assete'^' 

— $ 2 2 4 

172 

Total Assets 
Derivative liabilities'̂ '̂ 

$2,225 
(341) 

$936 
(88) 

$893 
(115) 

$396 
(IBS) 

Net Assets $1,884 $34B S 778 $ 258 

{3) Approximately $173 million of auction rate securities are included in Other within Investments and Ottier Assets and approximately $51 million are classified as Short-Term investments 
within Current Assets Cfi the Consolidated Balance Sheets. 

Cb) See- Note .10 for additional information reialed to investments by major security ^pe. 
(c) Indudefin Other within Investments and Other Assets on the Consolidated Balance Sheets, 
id) Included in Other within CurrentAssets and Other witliin Investments and OtherAssels on the Consoridated Balance Sheets, 
(e) Included in Olher within Cufient Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets, 
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The following table provides a reconciliation of beginning and ending balances of assels and liabilities measured at fait value on a recurnng 

basis vyhere tfie determination of fair value Includes significant unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

(in millions) 

Available-for-Sale 
Auction Rate 

Securities 
Derivatives 

(net) 

$224 

Total 

$ 34 $ 258 
Year Ended December 31, 2009 
Balance atJanuary 1, 2009 

Total pre-tax realized or unrealized gains (losses) included in earningsi 
Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 

Total pre-tax (losses) gains included in other comprehensive income 
Net purchases, sales, issuances and settlements 
Total losses included on balance sheet as regulatory asset or liability or as non-current liability 

— 
— 

(10) 
(16) 
— 

(5) 
16 
1 

(7) 
(14) 

(5) 
16 
(9) 

(23) 
(14) 

Balanceat DecemberSl, 2009 $198 

Total $ -

$ 25 $ 223 

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 measurements 
outstanding at DecemberSl, 2009: 

Revenue, non-regulated electric, natural gas, and other $ — $(14) $(14) 
Fuel used in electric generation and purchased power-non-regulated — (12) (12) 

$(26) $ (26) 

Yedr Ended December 31, 2008 
Balance at January 1, 2008 

Transfers in to Level 3 
Total pre-tax realized or unrealized gains (losses) included in earnings: 

Revenue, non-reguiated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 
Other income and expense, net 

Totai pre-tax losses included in other comprehensive income 
Net purciiases, sales, issuances and settlements 
Total gains included on balance sheet as regulatory asset or liability or as non-current liability 

$ 15 
285 

(3) 
(43) 
(30) 

8 $ 23 
— 285 

(11) 
96 

(1) 
(84) 
26 

(11) 
96 
(3) 

(44) 
(114) 

26 

Balance at December 31, 2008 $224 $ 34 $ 258 

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

Revenue, non-regulated electric, natural gas, and other $ — 
Fuel used in electric generation and purchased power-non-regulated — 
Other income and expense, net (3) 

$ (3) $ (3) 
30 30 
— (3) 

Total $ (3) $27 $ 24 

Valuation methods ot ti^e primary 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 equi^ prices include 

published exchanges such as NASDAQ and NYSE. Foreign equity 

prices are translated from their trading cun-ency using the currency 

exchange rate in effect at the close of the principal active market, 

DuKe Energy has not adjusted prices to reflect for after-hours market 

activity. The majority of Duke Energy's investments in equiiy 

securities are valued using Level 1 measurements. 

/nvestments in available-ft^-sale auction rate securities: 

At December 31,,2009 and 2008, Duke Energy has 

approximately $251 miiiion par value (approximately $198 miiiion 

fairvalue) and approximately$270 million parvalue (approximatdy 

$224 million fairvalue), respectively, of auction rate securities for 

which an active market does not currentiy exist. The majority of these 

auction rate securities are AAA rated student loan securities for which 

substantially ail the values are ultimately backed by the U.S. 

govemment. All of these securities were valued asof DecemberSl, 

2009 and 2008 using measurements appropriate for Level 3 

Investments. The methods and significant assumptions used to 

determine the fair values of Duke Energy's investment in auction rate 

debt securities represented a comt^nation of broker-provided 

quotations and estimations of fair value using validation of such 
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quotations through internal discounted cash flow models which 

incorporated primarily Duke Energy's own assumptions as to the tern 

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 obsen/able inputs are not 

available to determine present value of such cash flows. In preparing 

the valuations, all significant value drivers were considered, including 

the underlying collateral. 

See Note 10 for a discussion of other-than-temporary 

impairments associated with investments in auction rate debt 

securities during the year ended December31, 2008. 

The fair value of cash and cash equivalents, accounts and notes 

receivable, accounts payable and commercial paper are not mate

rially different from their carrying amounts because of the short-term 

nature of these instruments and/or because the stated rates 

approximate market rates. 

See Note 11 for a discussion of non-recurring fair value meas

urements related to goodwill and other long-lived assets for which 

impairment charges were recorded during the third quarter of 2009. 

See Note 20 for disclosure of fair value measurements for 

investments that support Duke Energy's qualified, non-qualified and 

other post-retirement benefit plans. 

Investments In debt securities: 

Most debt investments are valued based on a calculation using 

interest rate cun/es and credit spreads applied to the terms ofthe debt 

instnjment (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 Levei 3 measurement, U,S. 

Treasury debt is typically a Level 1 measurement 

Commodity derivatives: 

The pricing for commodity derivatives is primarily a calculated 

value which incorporates the fonvard price and is adjusted for 

liquiditi/ (bid-ask spread), credit or non-performance risk (after 

reflecting credit enhancement such as collateral) and discounted to 

present value. The primary difference between a Level 2 and a Level 

3 measurement has to do with the level of activity in forward mari<ets 

for the commodity. If the market is relatively inactive, the 

measurement is deemed to be a Level 3 measurement. Some 

commodity derivatives are New York Mercantile Exchange (NYMEX) 

contracts, which Duke Energy classifies as Level 1 measurements. 

Additional fair value disclosures. 

The fair value of financial instnjments, excluding financial assets 

and certain financial liabilities included in the scope of the accounting 

guidance for fair vaiue measurements disclosed in the tables above, 

is summarized in the following table. Judgment is required in 

interpreting market data to develop the estimates of fair value. 

Accordingly, the estimates determined as of December 3 1 , 2009 and 

2008 are not necessarily Indicative of ttie amounts Duke Energy 

could have realized in current markets. 

Asof December31, 

2009 2008 

(in millions) 
Book ApproHmate Book Approximate 
Value FairValue Value FairValue 

Long-term debt, 
including current 
maturities $17,015 $16,899 $13,896 $13,981 

10. INVESTMENTS IN DEBT AND EQUITY SECURITIES 

Duke Energy classifies its investments in debt and equity 

securities into two categories — trading and available-for-sale. 

Investments in det3t and equity securiti'es held in grantor trusts 

associated witii certain deferred compensation plans 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 period. 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 unrealized gains and losses excluded from eamings and reported 

either as a regulatory asset or liability, as discussed further below, or 

as a component of other comprehensive Income until realized. 

Duke Energy's avallabie-for-sale securities are primarily 

comprised of investments held in the NDTF, investments in a grantor 

trust at Duke Energy Indiana related to other post-retirement benefit 

plans as required by the IURC, the captive insurance investment 

porifolio and investinents in auction rate debt securities. The 

investments within the NDTF and Duke Energy Indiana's grantor trust 

are managed by independent investment managers with discretion to 

buy, sell and invest pursuant to the objectives set forth by the tnjst 

agreements. Therefore, Duke Energy has limited oversight of the 

day-to-day management of these investments. Since day-to-day 

investment decisions, including buy and sell decisions, are made by 

the investment manager, the ability to hold investments in unrealized 

loss positions is outside the control of Duke Energy. Accordingly, all 

unrealized losses associated with equiiy securities within the NDTF 

and Duke Energy Indiana's grantor trust are considered other-than-

temporary and are recognized immediately when the fair value of 

individual investments is less than tiie cost basis of the investment 

Pursuant to regulatory accounting, substantially all unrealized losses 

associated with investments in debt and equity securities within the 

NDTF and Duke Energy Indiana's grantor trust are deferred as a 

regulatory asset, thus there is no immediate impact on the earnings 

of Duke Energy as a result of any other-than-temporary impairments 

that would otiierwise be required to be recognized in eamings. For 

investments in debt and equity securities held in the captive 

insurance portfolio and investments in auction rate debt securities, 

unrealized gains and losses are included in other comprehensive 
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income until realized, unless it is determined that Hie carrying value 

of an investment is other-than-temporarily impaired, at which time 

the writedown to fair value may be Included in earnings based on 

the criteria discussed below. 

For available-for-sale securities outside of the NDTF and Duke 

Energ/ Indiana grantor trust, which are discussed separately above, 

Duke Energy analyzes all investment holdings each reporting period 

to determine whether a decline In fair value should be considered 

other-tiian-temporary. Criteria used to evaluate whether an 

impairment associated with equity securities is o&ier-than-temporary 

indudes, but is not limited to, the length ot time over which the 

market value has been lower than the cost basis of the investment, 

the percentage decline compared to the cost of the investinent and 

managements intent and ability to retain its investment in the issuer 

for a period of time sutficient to allow for any anticipated recovery in 

market value. If a decline in fair value is determined to be other-than-

temporaty, the investment is written down to its fair value through a 

charge to earnings. 

V l̂th respect to investments in debt securities, during the first 

quarter of 2009, Duke Energy adopted tiie modified other-than-

temporary impairment accounting guidance Issued by tiie FASB, 

which changed the other-than-temporary impairment guidance 

related to investments in debt securities. Under this modified other-

than-temporary impaimient guidance, if the entity does not have an 

Intent to sell the security and it is not more likely than not that 

management will be required to sell the debt security before the 

recovery of its cost basis, the impairment write-down 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 credit loss exists, management considers, 

among other things, the length of time and the extent to which the 

fair value has been less than the amortized cost basis, changes in the 

financial condition of the issuer of the security, or in the case of an 

asset backed security, the financial condition of the underlying loan 

obligors, consideration of underlying collateral and guarantees 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 tiie security by rating agencies. If it is determined tiiat 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, The adoption 

of the modified otiier-than-temporary impairment guidance primarily 

impacts Duke Energy's investments in auction rate debtsecuritles 

and the investinents held in tiie captive insurance porttbllo since, as 

discussed above, the debt securities held in the NDTF and Duke 

Energy Indiana's grantor ti'ust receive regulatory deferral treatment of 

all unrealized losses including other-than-temporaty Impairments, 

Since management believes, based on consideration of the criteria 

above, that no credit loss exists as of December 31 , 2009 and 

management does not have tiie intent to sell its investments in 

auction rate debt securities and the investments in debt securities 

within its captive insurance portfolio, and it is not more likely than not 

that management will be required to sell these securities before the 

anticipated recovery of tiieir cost basis, management concluded that 

there were no other-than-temporaiy impairments necessary as of 

December 31 , 2009. Accordingly, all changes in the market value of 

investments in auction rate debt securities and captive insurance 

investments were reflected as a con:iponent of other comprehensive 

income in 2009. However, during the year ended DecemberSl, 

2008, Duke Energy recorded a pre-tax impairment charge to 

eamings of approximately $13 million, related to the credit risk of 

certain investinents including auction rate debt securities. The 

remaining changes in fair value of investments in auction rate debt 

securities and captive insurance investinents in 2008 were 

considered temporary and were reflected as a component of other 

comprehensive income, See Note 9 for additional information related 

to fair value measurements for investments in auction rate debt 

securities that were not part of its NDTF or captive insurance 

portfolio. 

Management will continue to monitor 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. 

Investments in debt and equity securities are classified as either 

short-term investments or long-term investments based on 

managements intent and ability to sell these securities, taking into 

consideration illiquidity factors in the current markets with respect to 

certain short-term investmente that have historically provided for a 

high degree of liquidity, such as investments in auction rate debt 

securities. 

Short-term investments. 

At December 3 1 , 2008, Duke Energy had approximately 

$51 million carrying value (approximately $55 million parvalue) of 

short-term investments, The balanceat DecemberSl, 2008 

consisted of investinents in auction rate debt securities that either had 

a stated maturity within the next 12 months or Duke Energ/ believed 

the Investments were reasonably expected to be refunded within the 

next 12 months based on notification of a refunding plan by the 

Issuer. At December 31 , 2008, management believed that 

approximately $49 million par value of investments in auction rate 

debt securities were reasonably expected to be refunded within the 

next 12 months based on notification of refunding by the issuer. 

However, due to an ongoing delay in that refunding plan, Duke 

Energy reclassified these securities to long-term investmente in the 

second quarter of 2009. Duke Energy continues to hold these 

securities at December 3 1 , 2009, The remaining balance of 

investmente in auction rate debtsecurities at DecemberSl, 2008 

were included in long-term investments and are discussed below. 

During the year ended December 31 , 2009 there were no purchases 

or sales of short-term investments. During the years ended 

December 3 1 , 2008 and 2007, Duke Energy purchased short-term 

investments of approximately $4,277 million and $21,661 million, 

respectively. During tiie years ended December 3 1 , 2008 and 2007, 
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Duke Energy received proceeds on sales of approximately 

$4,424 million and $22,685 million, respectively. 

Long-term invesfrnents. 

Duke Energy classifies its Investinente in debt and equity 

securities held in tiie NDTF (see Note 7 for further information), in 

the Duke Enei^ indiana grantor tmst and Uie captive insurance 

investment portfolio as long-term. Additionally, approximately 

$198 million carrying value (approximately $251 million parvalue) 

and approximately $173 million carrying value (approximately 

$215 million par value) of investinente in auction rate debt securities 

have been classified as long-tenn at December 31 , 2009 and 2008, 

respectively, due to market illiquidity factors as a result of continued 

failed auctions. All of these investmente are classified as 

available-for-sale and, therefore, are reflected on the Consolidated 

Balance Sheete at estimated fair value based on either quoted market 

prices or management's tjest estimate of fair value based on expected 

future cash flow using appropriate risk-adjusted discount rates. Since 

management does not intend to use these investmente in current 

operations, these investmente are classified as long-term. At 

December 3 1 , 2009 and 2008, Duke Energy's long-term 

available-for-sale investments had a fair market value of 

$2,254 million and $1,855 million, respectively. 

The cost of securities sold is determined using the specific 

identification metiiod. During the years ended DecemberSl, 2009, 

2008 and 2007, Duke Energy purchased long-term investments of 

approximately $3,013 million, $3,076 million and $1,978 million, 

respectively, and received proceeds on sales of approximately 

$2,988 miliion $3,030 million and $1,928 million, respectively. 

The majority ofthese purchases and sales relate to activity within the 

NDTF, including annual contributions to the NDTF of approximately 

$48 million pursuant to an order by the NOUC (see Note 7). 

The estimated fair values of short-term and long-term investmente classified as available-for-sale are as follows (in millions): 

Asof DecemberSl, 

2009 2008 

Gross Gross 
Unrealized Unrealized Estimated 

Holding Holding Fair 

Gross Gross 
Unrealized Unrealized Estimated 

Holding Holding Fair 

Shorti-temi Investments 

Total short-term investments 

Gains<a> 

$ -

S -

Losses*^ 

$ -

S -

Value 
if

i 

$ -

Gainsia' 

$ -

$ -

Losses'̂ ' 

$ (4) 

$ (4) 

Value 

$ 51 

$ -51 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Securities 
Otiier 

$337 
14 
2 

11 
— 
18 

$ (30) 
(2) 
(8) 
(1) 

(53) 
(18) 

$1,216 
256 
83 

290 
198 
211 

$161 
5 
2 

18 
__ 
3 

$(153) 
(7) 

(10) 
— 

(42) 
(31) 

$ 880 
124 
150 
292 
173 
236 

Total long-term investments $382 $(112) $2,254 $189 ${253) $1,855 

(a) The table above includes unrealized gains and losses of approximately $374 million and $56 million, respectively, at Decembe 3 1 , 2009 and unrealized gains and losses of 
approximately $182 million and $190 million, respectiveiy, at DecemberSl, 2008 associated with investments held in the NDTF. Additionally, the table above includes unrealized 
gains of approximately $1 million and an insignificant amount of unrealized losses at DecemberSl, 2009 and unrealized gains and losses of approximately $1 miiiion and S14 million, 
respectively, at December 3 1 , 2008 associated with investnients held in the Duke Energy Indiana Grantor Trust. As discussed above, unrealized losses on investments within the NDTF 
and Duke Energy Indiana Grantor Trust are defered as regulatory assets pursuant to regulatory accounting. 

For the years ended December 3 1 , 2009, 2008, and 2007, a pre-tax gain of approximately $7 million, a pre-tax loss of approx- imately 

$1 million, and a pre-tax gain of less than $1 million, respectively, were reclassified out of AOCI into earnings. 

Debtsecuritles held at DecemberSl, 2009, which includes auction rate securities based on tiie stated maturity date, mature as follows: 

$44 million in less tiian one year, $173 million in one to five years, $156 million in six to 10 years and $657 million thereafter. 
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The fair values and gross unrealized losses of available-for-sale 

debt and equity securities which are in an unrealized loss position for 

which other-than-temporary Impairment losses have not been 

recorded, summarized by investment t>pe and length of time that the 

securities have been in a continuous loss position, are presented in 

the table below as of December 3 1 , 2009 and 2008. 

(in millions) 

Equity Securities 
Corparate Debt Securities 
Municipal Bonds • ''•' 
U.S. Government Bonds 
Auction Rate Securities*' 
Other 

As of December 31 

Fair 
Valuei^ 

$164 
38 
59 
93 

198 
51 

Unrealized 
Loss Position 
>12 months 

$ 17) 

(1) 
(53) 
(15) 

,2009 

Unrealized 
Loss Position 
<12 months 

$(23) 
(2) 
(8) 

(3) 

(in millions) 

U.S. Franchised 
Electric and 
Gas 

Commercial 
Powet<ai 

International 
Energy 

1 1 . GOODWILL AND INTANGIBLE ASSETS 

Goodwill. 

The following table shows goodwill by business segment at 

December 3 1 , 2009 and 2003: . 

Acquisitions, • 
Balance Foreign Balance 

January I , Impairment Exchange and DecemberSl, 
2009 of Goodwill Other Changes 2009 

$3,500 $ 

960 

260 

(371) 

$(17) 

(20) 

38 

$3,483 

569 

298 

Total $603 $(76) ${36) Total consolidated , $4,720 $(371) 

(in millions) 

As of December 3 1 , 2008 

Unrealized Unrealized 
Fair Loss Position Loss Position 

Value^ î >12 months <12 months 

Equit)' Secutities $353 
Corporate Debt Securities SS 
Municipal Bonds 66 
Auction Rate Securities"'* 224 
Otiier . • , . 108 

$(12). 
. (3) 

— 
— 
(3) 

$(151) 
(4) 

(10) 
(46) 
(28) 

Total $789 $(18) $(239) 

(a) The table above includes fair values of approxJmatel/ $298 miliion and S4S6 million 
at December 3 1 , 2009 and 2008, respective!/, associated witti investments iieid in 
the NDTF. Additionally, the table above includes fair values of approximately S27 
million and $33 million at December 3 1 , 2009 and 2008, respectively, associated 
with investments field in the DuKe Energy Indiana Grantor Taist. 

(b) See Note 9 for informatiori about rair value measurements related to investments in 
auction tate debt securities. 

$4,350 

(in millions) 

Acquisitions, • • 
Balance Foreign Balance 

January 1, Impairment Exchangeand DecemberSl, 
2008 of Goodwill Other Changes 2008 

U.S. Franchised 
Electric and 
Gas 

(Cammercial 
Power . 

Intemational 
Eneigy 

$3,478' 

871 

293 

$ 22' 

(33) 

$3,500 

960 

260 

Total consolidated $4,642 $ 78 $4,720 

(a) The 2009 impairment charge, which is disclosed below, is the firsf goodwill • 
impairment charge recorded by Duke Energy since the initial transaction occuired that 
resulted in the recognition of goodwill. 

Duke Energy is required to perform an annual goodwill 

Impairment test as of the same date each year and, accordingly, 

performs its annual impairment testing of goodwill as of August 31 . 

Duke Energy updates the test between annual tests if events or, 

circumstances occur that would-more likely than not reduce the fair 

value of a reporting unit below its carrying value. The annual analysis 

of the potential impairmentof goodwill requires a two step process. 

Step one of the impairment test involves comparing the fair values of 

reporting units with their aggregate carrying values, including 

goodwill. Ifthe carrying amountof a reporting unit exceeds the 

reporting unit's fair value, step two must be performed to determine 

the amount, if any, of the goodwill impairment loss. If the carrying 

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 cariying 

value of the goodwill. Under step two, determining the implied fair 

value of goodwill requires the valuation of a reporting unit's . 

identifiable tangible and Intangible assets and liabilities as if the 
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reporting unit had been acquired 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 all 

identifiable assets and liabilities represents the implied fair value of 

goodwill. The goodwill impairment charge, if any, would be the 

difference between the carrying amount of goodwill and the implied 

fair value of goodwill upon the completion of step two. 

For purposes ofthe step one analyses, determination of 

reporting units' fair value was based on a combination of the income 

approach, which estimates the fair value of Duke Energy's reporting 

units based on discounted future cash flows, and the market 

approach, which estimates the fair value of Duke Energy's reporting 

units based on market comparables within the utility and energy 

industries. Based on completion of step one of the annual 

impairment analysis, management determined that the fair values Of 

all reporting units except for Commercial Power's non-regulated 

Midwest generation reporting unit, for which the carrying value of 

goddwill.was approximately $890 hiillion as of August 3 1 , 2009, 

were greater than their respective carrying values. Accordingly, only 

Commercial Power's non-regulated Midwest generation reporting unit 

required management to perform step two of the goodwill impairment 

test to determine the amount of the goodwill impairment. 

Commercial Power's non-regulated Midwest generation 

reporting unit includes neariy 4,000 MW of coal-fired generation 

capacity in Ohio dedicated to sen/e Ohio native load customers under 

the ESP through December 31,2011. Theseassets, as excess 

capacity allows, also generate revenues through sales outside the 

native load customer base, and such revenue is termed non-native.^ 

Additionally, this reporting unit has approximately 3,600 MW of 

gas-fired generation capacity In Ohio, Pennsylvania, lllinoisand 

Indiana. The businesses within Commercial Power's non-regulated 

generati'on reporting unit operate in an unregulated environment in 

Ohio. As a result, the operations within this reporting unit are 

subjected to competitive pressures that do not exist in any of.Duke 

Energy's regulated jurisdictions, 

Commercial Power's other businesses, including the wind 

generation assets, are in a separate reporting unit for goodwill 

impairment testing purposes. No impairment exists with respect to 

Commercial Power's wind generation assets.. 

The fairvalue of,the non-regulated Midwest generation reporting 

unit is impacted by a multitude of factors, including current and 

forecasted customer demand, current and forecasted power and 

commodity prices, impact of the economy on discount rates, 

valuation of peer companies, competition, and regulatory and 

legislative developments. Management's assumptions and views of 

these factors continually evolves, and such views and assumptions 

used in determining the step one fair value of the reporting unit in 

2009 changed significantly from those used in the 2008 annual 

impairment test. These factors had a significant Impaqt on the risk-

adjusted discount rate and other inputs used to value the 

non-regulated MIdvyest generation, repotting unit. More specifically, as 

of August 31 , 2009, the following factors significantiy impacted 

niajiagement's valuation ofthe report:ing unit that consequently 

resulted in an approxlmate.$371 million non-cash goodwill 

impairment charge during the third quarter of 2009; 

. • Decline in load (electricity demand) forecast — As a resu It of 

lower demand due to the continuing economic recession, . 

forecasts evolved throughout 2009 that indicate that lower 

demand levels may persist longer than previously anticipated. 

The potential for prolonged suppressed sales growth, lower 

sales volume forecasts and greater uncertainty with respect to 

sales volume forecasts had a significant impact to the 

. valuation of this reporting unit. 

• Depressed market power prices — Low natural gas and coal 

prices have put downward pressure on market prices for 

power. As the economic recession continued throughout 

2009, demand for power remained low and market prices 

were at lower levels than previously forecasted. In Ohio, Duke 

Energy provides power to retail customers underthe ESP, 

.which utilizes rates approved bythe PUCO through 2011, 

These rates are currently above market prices for generation 

services. The current low levels of market prices impact price 

..... forecasts and places unceri:ainty over tiie pricing of power after 

the expiration of tiie ESP at the end of 2011, Additionally, 

customers have recently begun to select alternative energy 

generation sen/ice providers, as allowed by Ohio legislation, 

which furi:her erodes margins on sales, 

• Carbon legislation/regulation developments — Gn June 26, 

2009, the U,S. House of Representatives passed The.. 

American Clean Energy and Security Act of 2009 (ACES) to 

encourage the development of clean energy sources and 

reduce greenhouse gas emissions. The ACES would create an 

economy-wide cap and trade program tor.large sources of 

greenhouse gas emissions. In September 2009, the U.S, 

. Senate made significant prepress towards their oyvn version of 

climate legislation and, also in 2009, the EPA began actions 

that could lead to its regulation of greenhouse gas emissions 

absent carbon legislation. Climate le^slation has the potential 

to significantly increase the costs of coal and other carbon-

intensive electricity generation throughout the U.S., which 

could impact the value of the coal fired generating plants, 

particulariy In non-regulated environments. 

In addition to the goodwill impairment charge, and as a result of 

factors similar to those described above, Commercial Power recorded 

approximately $42 million of pre-tax impairment charges related to 

certain generating assets in the Midwest to write-down the value of 

these assets to their estimated fair value. These impalnoent charges 

are recorded in Goodwill and Other Impairment Charges on the 

Consolidated Statement of Operations, As management is not aware 

of any recent market transactions for comparable assets with 

sufficient transparency to develop a market approach fair value, Duke 

Energy relied on the income approach to estimate tiie fair value ofthe 

impaired assets. 
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The fair values of Commercial Power's non-regulated generation 

reporting unit and generaring 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, 

Intan^bles. 

The carrying amount and accumulated amortization of 

intangibleassetsasof December 3 1 , 2009 and 2008 are as follows: 

(in millions) 
DecemberSl, DecemberSl, 

2009 2008 

Emission allowances 
Gas, coal and power contracts 
Wind development rights'*' 
aher 

Total gross carrying amount 

Accumulated amortization —gas, coal • 
• and power contracts 

Accumulated amortization —wind 
development rights 

Accumulated amortizafion — other 

$ 274 
296 
127 
66 

763 

(140) 

(2) 
(28) 

$ 300 
296 
161 
68 

825 

(117) 

— 
(28) 

Total accumulated amortization (170) (145) 

Total intangible assels, net $ 593 $ 680 

(a) As discussed rurtfier below and In Note 3, ttie decrease in wind development rlghrts 
primarily relates to the sale a! certain prajects that were acquired as part of Catamount 
in Septemtier 2008, 

Emission allowances in the table above include emission 

allowances acquired by Duke Energy as part of its merger with 

Cinergy, which were recorded at the then fair value on the date of the 

merger in April 2006, and emission allowances purchased by Duke 

Energy, Additionally, Duke Ener^^ is allocated certain zero cost 

emission allowances on an annual basis. The change In the gross 

carrying value of emission allowances during the years ended 

December 3 1 , 2009 and 2008 are as follow^: 

DecemberSl, Deceml3er31, 
(in millions) 2009 2008 

Gross carrying value at [beginning of period $ 300 $ 426 
Purchases of emission allowances 93 62 
Sales and consumption of emission 

allowances f̂ nw (120) (lie)-^ 
Impairment of emission allowances — (82) 
Other changes 1 10 

Gross carrying value at end of period $274 $300 

(a) Carrying value of emission allowances are recognized via a charge to expense when 
consumed. 

(b) See Nole 3 for a discussion of gains and losses on sales of emission allowances by 
U.S, Franchised Electric and Gas and Commercial Pcwer. 

Amortization expense for gas, coal and power contracts, wind 

development rights and other intangible assets for the years ended 

December 3 1 , 2009, 2008 and 2007 was approximately 

$25 million, $27 million and $57 million, respectively. 

The table below shows the expected amortization expense for 

the next five years for Intangible assets as of December 31 , 2009. 

The expected amortization expense includes estimates of emission 

allowances consumption and estimates of consumption of 

commodities such as gas and coal under existing contracts, as well 

as estimated amortization related to the wind development projects 

acquired from Catamount. The amortization amounts discussed 

below are estimates and actual amounts may differ from these 

estimates due to such factors as changes in consumption patterns, 

sales or impairments of emission allowances or other intangible 

assets, delays in the in-service dates of wind assets, additional 

intangible acquisitions and other events. 

(in millions) 

Amortization expense 

2010 

$136 

2011 

$38 

2012 

$34 

2013 

$31 

2014 

$30 

As discussed in Note 3, Duke Energy completed the acquisition 

of Catamount in September 2008, resulting in the reco^ition of 

appHDximately $117 million of intangible assets related to wind farm ' 

development rights. Of this amount, a portion of the intangible asset 

value was assigned to projects that Duke Energy disposed of through 

sale during tiie year ended December 3 1 , 2009. The intangible 

assets reconjed in connection with tiie Catamount acquisition 

primarily represent land use rights and interconnection agreements 

acquired by Duke Energy as part of the purchase price. Since these 

intangible assets relate to development projects for which commercial 

operations have not commenced, amortizarion of the intangible asset 

value assigned to each ofthese projects will not begin unril 

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 2010 

through 2012. Duke Energy currently estimates the useful lives of 

these projects, once in commercial operation, will be the shorter of 

the lease term of the land or the estimated lives of the projects, which 

is approximately 25 years. 

In connection with the merger with Cinergy in April 2006, Duke 

Energy recorded an intangible liability of apprciximately $113 million 

associated with the RSP in Ohio, which was recognized in earnings 

over the regulatory period that ended on December 31 , 2008, Duke 

Energy also recorded approximately $56 million of intangible 

liabilities associated with other power sale contracts in connection 

with its merger with Cinergy. The carrying amount of these intangible 

liabilities associated with other power sale contracts was 

approximately $10 million and $16 million at December 31 , 2009 

and 2008, respectively. During the years ended December 3 1 , 

2009, 2008 and 2007, Duke Energy amortized approximately 

$6 million, $73 million and $45 million, respectiveiy, to income 

related to tiiese intangible liabilities, The remaining balance of 

approximately $10 million will be amortized to income as follows; 

approximately $6 million in 2010 and approximately $4 million in 

2011. Intangible liabilities are classified as Other within Deferred 

Credits and Otiier Liabilities on the Consolidated Balance Sheets. 
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Impainnent of Emission Allowances. 

On July 11, 2008, the U.S, Court of Appeals for the District of 

Columbia issued a decision vacating the Clean Air Interstate Rule 

(CAIR), Subsequently, in December 2008, a federal appeals court 

reinstated the CAIR while the EPA develops a new clean air program. 

See Note 16 for additional infonnation on the CAIR. However, as a 

resultof the July 11, 2008 decision temporarily vacating tiie CAIR, 

tiiere were sharp declines in market prices of SOj and NO^ 

allowances in the third quarter of 2008 due to uncertainty associated 

with future federal requirements to reduce emissions. Accordingly, 

Duke Energy evaluated the carrying value of emission allowances 

held by its regulated and unregulated businesses for Impairment 

during the third quarter of 2008. 

At the time of its temporary repeal, the CAIR required 50% 

reductions in SO2 emissions beginning in 2010 and further 30% 

reductions in SO2 emissions in 2015 beyond specified requirements. 

These reductions were to be achieved by requiring the sun'ender of 

SO2 allowances in a rario of two allowances per ton of SO2 emitted 

beginning In 2010, up from a current one-to-one rario, escalating to 

2,86 allowances per ton of SO2 emitted beginnlngin 2015. Taking 

into account these increases in emission allowance requirements 

under CAIR, Commercial Power's forecasted SO2 emissions needed 

through 2037 exceeded the number of emission allowances held prior 

to the vacating of the CAIR, Subsequent to the temporary decision to 

vacate CAIR, Commercial Power determined that it had SOj 

allowances In excess of forecasted emissions and those allowances 

held in excess of forecasted emissions from future generation required 

an impainnent evaluation. In performing the impairment evaluation for 

SO2 allowances at September 30, 2008, management compared 

quoted market prices for each vintage year allowance to the carrying 

value of tiie related allowances In excess of forecasted emissions 

through 2038, Due to the sharp decline in market prices of SO2 

allowances, as discussed above. Commercial Power recorded pre-tax 

impairment charges of approximately $77 million related to forecasted 

excess SO2 allowances held at September 30, 2008. Additionally, 

Commercial Power recorded pre-tax Impairment charges of 

approximately $5 million related to annual NO^allowances duringthe 

third quarter of 2008 as these were also afl'ected by the decision to 

vacate the CAIR. These impairment charges are recorded in Goodwill 

and Other Impairment Charges within Operating Expenses on the 

Consolidated Statements of Operati'ons. 

Additionally, U.S. Franchised Electric and Gas has emission 

allowances and certain commitments to purchase emission allowances 

that, based on management's best estimate at September 30, 2008, 

resulted in a quantity of emission allowances in excess of the amounts 

projected to be utilized for operations. The excess emission allowances 

include forward contracts to purchase SO2allowances to cover 

forecasted shortfalls In emission allowances necessary for operations 

that were entered into prior to the July 11, 2008 CAIR decision. Prior 

to tfie temporary vacating of the CAIR, these forward contracts, which 

primarily settled in the fourth quarter of 2008 or in 20Q9, qualilied for 

th^ NPNS exception within the accounting rules for derivatives. 

However, since certain of these forward contracts would 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 

quaiified forthe NPNS exception. At the time this detennination was 

made, the fair value of the contracts was a liability of approximately 

$34 million. Since U.S. Franchised Electric and Gas anticipates 

regulatory recovery of the cost of these emission allowances in nonnal 

course, a corresponding regulatory asset was recorded on the 

Consolidated Balance Sheets, These forward contracts have continued 

to be marked-to-market, with an offeet to the regulatory asset balance, 

until ultimate settlement. 

Asa result ofthe reinstatement of the CAIR in December 2008, 

as discussed above, all emission allowances and certain 

commitments to purchase emission allowances held by U.S. 

Franchised Electric and Gas and Ctommercial Power are anticipated 

tiD be utilized for future emission allowance requirements under the 

CAIR, unless the EPA develops a new clean air program that changes 

tiie existing requirements under the CAIR, 

12. INVESTMENTS IN UNCONSOLIDATED AFFILIATES 

AND RELATED PARTY TRANSACTIONS 

Investments in domestic and intemational aflliiates that are not 

controlled by Duke Energy, but over which it has significant 

influence, are accounted for using the equity method. Significant 

investments in affiliates accounted for underthe equity metiiod are as 

follows: 

Commercial Power. 

As of December 31 , 2009 and 2008, investments accounted 

for under the equity method primarily consist of Duke Energy's 

approximate 50% ownership interest In the five Sweetwater projects 

(Phase I-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 Ener^. 

As of both December 31 , 2009 and 2008, 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, and a 25% indirect interest 

in Attiki, a natural gas distributor in Athens, Greece, 

Duke Energy's wholly-owned subsidiary, (XP Global Greece 

Holdings S.A. (CGP Greece) has as its only asset the 25% Indirect 

interest In Attiki, and its only third-par^ liability is a debt obligation 

that is secured by the 25% indirect interest In Ati:iki. The debt 

obligation is also secured by Duke Energy's indirect wholly-owned 

interest in CGP Greece, This debt obligation of approximately $71 

million, which is reflected in Current Maturities of Long-Term Debt on 

Duke Energy's Consolidated Balance Sheets, Is othenwise 
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non-recourse to Duke Energy, In December 2009, Duke Energy 

decided to abandon its investinent in Attiki and the related 

non-recourse debt. The decision to abandon Attiki was made in part 

due to Itie non-strategic nature of the investment and insufficient 

cash flow from the investee to cover non-recourse debt obligations. 

In November 2(X)9, CGP Greece failed to make a scheduled 

semi-annual installment payment of principal and interest on tiie 

debt, and in January 2010 the counterpart to the debt issued a 

Notice of Event of Default, asserting voting rights and rights to 

dividends In CGP Greece and thereby its 25% indirect interest in 

Attiki. Asof DecemberSl, 2009, Duke Energy's investment balance 

in Attiki was approximately $71 million, reflecting an approximate 

$18 million impairment charge recognized in the fourth quarter of 

2009 to reduce the carrying amount of the investinent to its 

estimated fair value, 

other. 

As of December 31 , 2009 and 2008, investments accxiunted 

for underthe equity method primarily include telecommunications 

investments. Additionally, Other Includes Duke Energy's effective 

50% interest in Crescent which, as discussed further below, has a 

carrying value of zero. 

In connection with the renegotiation of ite debt agreemente in 

June 2008, Crescent management modified ite existing business 

strategy to focus some of ite efforts on producing near-term cash flows 

from ite non-strategic real estate projects in order to improve liquidifr/. 

As a result of its revised business strategj) to accelerate certain cash 

flows resulting from the June 2008 amendmente to its debt 

agreemente. Crescent updated ite recoverability assessments for its 

real estate projecte as required under the accounting guidance for 

asset impairmente. Under the accounting guidance for asset 

impairmente, the carrying amount of a long-lived asset is not 

recoverable if it exceeds the sum of tiie undiscounted cash flows 

e>tpected to result from the use and eventual disposition of the asset. 

For certain of Crescent's non-strategic assete, it was determined that 

some projecte' projected undiscounted cash flows did not exceed the 

carrying value of the projecte based on the revised business sti-ategy 

assumptions, and an Imiiairment loss was recorded equal to the 

amount 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 other price data for similar assete. During the year 

ended December 3 1 , 2008, Crescent recorded Impairment charges 

on certain of ite property holdings, primarily in ite residential division, 

ofwhichDuke Energy's proportionate pre-tax share was 

approximately $238 million. Duke Energy's proportionate share of 

tiiese impairment charges are recorded in Equity in Earnings (Lasses) 

of Unconsolidated Affiliates in Duke Energy's Consolidated 

Statemente of Operarions. • 

As a resultof the impaimient charges recorded during the year 

ended December 3 1 , 2008, the carrying value of Duke Energy's 

investment in Crescent was reduced to zero. Accordingly Duke 

Energy discontinued applying the equity method of accounting to ite 

investment In Crescent during the year ended December 31 , 2008 

and did not record ite proportionate share of any Crescent earnings or 

losses in subsequent periods. 

See Note 17 for a discussion of charges recorded in 2009 

related to peri'ormance guarantees issued by Duke Energy on behalf 

of Crescent. Crescent filed Chapter 11 petitions in a U.S. Banknjptcy 

Court in June 2009. 

As of December 31 , 2009 and 2008, the carrying amount of 

investments in affiliates with cartying amounte greater than zero 

approximated the amount of underlying equity in net assete. 

Impairments. 

During tiie years ended December 31 , 2009 and 2C)08, Duke 

Energy recorded pre-tax impairment charges to the carrying value of 

investmente in unconsolidated affiliates of approximately $21 million 

and $9 million, respectively, Approximately $18 million of tiie 

impairment charge recorded duringthe year ended DecemberSl, 

2009 relates to Intemational Energy's Investment in Attiki, as 

discu^ed above. These impairment charges, which were recorded in 

Losses on Sales and Impairmente of Unconsolidated Affiliates on the 

Consolidated Statemente of Operations, were recorded as a result of 

Duke Energy concluding that it would not be able to recover Ite 

carrying value in these investmente, thus tiie carrying value'of these 

investments were written down to their estimated fair value. 

lovestments in Equity Method Unconsolidated Affiliates 

(in millions) 

U.S. Franchised Electric and Gas 
Ctommercial Power 
International Energy'̂ ' 
Other 

Total 

DecemberSl, 2009 

Domestic 

$ 4 
198 

71 

$273 

tnternatjonal 

$ -

153 
10 

$163 

Asof; 

Total 

$ 4 
198 
153 
81 

$436 

. Decemt)er 31,2008 

Domestic 

$ 3 
226 

73 

$302 

International Total 

$ - $ 3 
— 226 

161 151 
10 83 

$171 $473 

(a) As discussed above, International Energy recorded an approximate $18 million pre-tax impairment to write-down ttie value of its AttiKi Investment to fairvalue. 
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Equity in Earnings (Losses) of Equity Method Urrconsolidated Affiliates 

December 31 , 2009 

l ir miiiinno ^om^*'': Intemational Totalis) 

U,S. Franchised Electric and Gas $(10) $— $(10) 
Commeroial Power 7 — 7 
International Energy _ 72 72 
Other<ti' • — 1 1 

Total $ (3) $73 $ 70 

FortheYears Ended; 

December 31, 2008 

Domestic 

$ (16) 
16 

(230) 

$(230) 

nternational Total^' 

$ ^ $ (16) 
— 16 

127 127 
1 (229) 

$128 $(102) 

DecemberSl, 2007 

Domestic International Total'̂ ' 

$(2) $ — $ (2) 
17 — 17 
— 102 102 
38 2 40 

$53 $104 $157 

(a] Dul(e Energy's share of net earning from these unconsolidated affiliates is reflected in the Consolidated Statemenis of Operations as Equiiy in Eamings (Losses) of Unconsolidated Affiliates. 
(b) Amounts for the year ended DecemberSl, 2008 and 2007 include Duke E n e ^ s proportionate share of impairment charges recorded by Crescent of approximately $238 million and 

$32 million pre-tax, respectively. 

Duringthe years ended Decemt}er 31 , 2009, 2008 and 2007, 

Duke Energy received distributions from equity Investments of 

approximately $83 million, $195 million and $147 million, 

respectively, which are included in Other assets within Cash Flows 

from Operating Activities on the Consolidated Statements of Cash 

Flows. 

summarized Combined Financial Infoimation of Equity Metiiod 

Unconsolidated Affiliates 

Asof DecemberSl, 

(in millions) 2009 2008 

Balance Sheet 
Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 

$1,154 $1,399 
2,353 4,072 

(920) (1,489) 
(744) (2,038) 

Net assets $1,843 $1,944 

(in millions) 

For the Years Ended 
DecemberSl, 

2009 2008 2007 

Income Statement 
Operating revenues 
Operating expenses 
Net income 

$1,509 $2,583 
1,252 2,407 

257 58 

$2,284 
1,634 

462 

Other Investments. 

(Commercial Power has an interest in South Houston Green 

Power, L.P. (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 abili^ to 

exercise control over SHGP, nor was Duke Energy the primary 

beneiiciary, In the fourth quarter of 2008, Duke Energ/ finalized an 

asset swap agreement with the other joint venture owner of SHGP, 

which gives Duke Energy the option to'receive either wind assets or a 

cash settlement, both.of which have a value of approximately 

^,1^0 million and which approximates the carrying value of Duke 

Energy's investment in SHGP. The cash settlement feature will be 

utilized if the option to receive the wind assets is not exercised within 

a nine-month window following the commercialization date ofthe 

wind assets. In exchange Duke Energy would surrender its remaining 

interest In SHGP on the future transaction date. Duke Energy 

anticipates finalizing this transaction in 2010, either by receiving the 

wind asset or opting for the cash seti:lement. This transaction was 

considered a non-monetary exchange of productive assets with 

commercial substance for accounting purposes. Duke Energy does 

not currentiy expect a significant gain or loss associated with the 

completion of this transaction. 

Effective with the finallzation of the asset swap agreement in 

December 2008, Duke Energytumedoveroftiie operations of SHGP 

to its equity partner, and Duke Energy's 50% common equity interest 

in SHGP was converted to a preferred equity interest, which is 

considered a cost method investment, (^mmencing on the turnover 

date and continuing until eiBier the wind asset is transferred to Duke 

Energy or ultimate cash settlement, Duke Energy will receive a fixed 

monthly payment in lieu of the economic benefit it would have 

othenwise received as a common equity member of SHGP. This 

payment is intended to compensate Duke Energy for normal 

distributions that it would otherwise be entitled to as an equity owner 

of SHGP; however, this payment is not economically linked to tiie 

actual earnings and operating results of SHGP. 

Related Party Transactions. 

-See Note 21 for information related to Duke Energy Ohio's, 

Duke Ener^ Indiana's and Duke Energy Kentucky's sale of 

receivables to Cinergy Receivables. 

AdvanceSC LLC, which provides funding for economic 

development projects, educational initiatives, and other programs, 

was formed during 2CX)4. U.S. Franchised Electric and Gas made 

donationsof approximately $11 million, $11 million and $8 million 

to the unconsolidated subsidiary during the years ended 

December 3 1 , 2009, 2008 and 2007, respectively. Additionally, at 

December 3 1 , 2009 and 2008, U.S, Franchised Electric and Gas 

had a trade payable to Advance SC LLC of approximately $1 million 

and $11 million, respectively. 
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In eariy 2008, Duke Energy b^an discussions 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 quarter of 2008, Duke 

Energy had independent third part/ appraisals performed for each 

parcel of land in order 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 approximately 

$51 million. Crescent recorded a gain on the sale. Since Duke 

Energy is a joint venture owner in Crescent, its proportionate share of 

the gain was eliminated and instead recorded as a reduction in the 

carrying amount of the purchased real estate. 

Prior to August 2007, International Energy loaned money to 

Compania de Servicios de Compresion de Campeche, S.A. de C.V. 

(Campeche) to assist in the costs to build. International Energy 

received principal and interest payments of approximately 

$28 million from Campeche during 2007. 

Summary Condensed Financial Irtformation 

Item 4-08(g) of Regulation S-X requires the presentation of 

summarized financial informati'on for individual equity method 

investments that meet certain quantitative thresholds. 

Summarized financial information for Crescent has not been 

presented for the year ended DecemberSl, 2009 since, as 

discussed above, Duke Energy suspended applying the equity 

metiiod of accounting to its investment in Crescent in tiie tiiird 

quarter of 2008 as its investment in Crescent had been written down 

to zero. Accordingly, there were no amounts related to the operations 

of Crescent included in the Consolidated Statements of Operations for 

the year ended DecemberSl, 2009. Summarized financial 

information for Crescent for the years ended December 31 , 2008 

and 2007 is as follov\«: 

13. DrSCONTINUED OPERATIONS 

(in millions) 

Operating revenues 
Operating expaises 
Operating income 
Nel income'''̂  

Year Ended Year Ended 
DecemberSl, 2008 DecemberSl, 2007 

$ 407 $536 
S 754 $415 
$(347) $121 
$(420) $ 76 

(a) 2008 net income includes the ^ i n recorded by Crescent on the sale of land to Duke 
Energy ti^at was eliminated by Duke Energy, as discussed turther above. 

(in millions) December 31,2008 

Current assets 
Non-current assets. 
Current liabilities 
Non-current liabilities 
Noncontrolling interest 

$ 77 
$ 1,685 
$ 471 
$ 1,341 
$ (1) 

Income (loss) from discontinued operations was income of 

approximately $12 million and $16 million for 2009 and 2008, 

respectively, and a less of approximately $22 miiiion for 2007. 

Significant transactions occurring during the years ended 

December 3 1 , 2008 and 2007 that resulted in discontinued 

operations presentation are discussed below. 

Year Ended December 3 1 , 2008 

Commercial Pov^er 

In February 2008, Duke Energy entered into an agreement to 

sell its 480 MW natural gas-fired peaking generating station located 

near Brownsville, Tennessee to Tennessee Valley Authority for 

approximately $55 million. This transaction closed In April 2008 and 

resulted in Duke Energy recognizing an approximate $23 million 

pre-tax gain at closing. 

Year Ended December 3 1 , 2007 

Commercial Power 

Due to the expiration of certain tax credits, Duke Energy ceased 

all synthetic fuel (synfuel) operations as of December 31 , 2007. 

Accordingly, the results of operations for synfuel were reclassified to 

discontinued operations. Forthe yearended December 31 , 2007, 

synfuel operations had after-tax earnings of approximately 

$23 million, which includes tax benefits of approximately 

$84 million. 

international Energy 

In February 2007, Intemational Energy finalized the 

approximate $20 million sale of it 50% ownership interest In two 

hydroelectric power plants near CocMabamba, Bolivia to Econergy 

international. International Energy recorded an impairment charge In 

2006 related to certain assets in Bolivia in connection with this sale. 

As a result of the sale. International Energy no longer has any assets 

in Bolivia. 

Spin-off of Natural Gas Businesses 

As discussed in Note 1, on January 2, 2007, Duke Energy 

completed the spin-off of Spectra Energy, which principally consisted 

of Duke Energy's former Natural Gas Transmission business segment 

and Duke Energy's former 50% ownership interest in DCP 

Midsti-eam, LLC (DCP Midstream), to Duke Energy shareholders. 

Income (Loss) From Discontinued Operations, net of tax, for the year 

ended December 31 , 2007 includes a pre-tax amount of 

approximately $18 million related tia coste to achieve the Spectra 

Energy spin-off, primarily fees to outside sen/ice providers. 
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other Transactions and Balances with Spectra Energy 

Effective with the spin-off, Duke Energy and Spectra Energy 

entered into a Transition Sen/ices Agreement (TSA), which expired on 

December31, 2007, whereby Duke Energy provided certain support 

services to Spectra Energy. The amount received by Duke Energy 

during the year ended December 3 1 , 2007 under this TSA was 

approximately $15 million. Additionally, as anticipated, Duke Energy 

has had very limited commercial business activities with Spectra 

Energy subsequent to the spin-off. 

Additionally, effective with the spin-off, Duke Energy and 

Specti'a Energy entered into various reinsurance and other related 

agreements that allocated certain assets to Spectra Energy and DCP 

Midstream created under insurance coverage provided prior to 

the spin-off by Duke Energy's captive insurance subsidiary and third 

party reinsurance companies. Under these agreements, Spectra 

Energy's captive insurance subsidiary reinsured 100% of Duke 

Energy's retained risk under tine insurance coverage provided prior to 

the spin-off. Consistent with the terms of the reinsurance agreement 

entered into while all parties were underthe common control of Duke 

Energy, Duke Energy paid approximately $95 million in cash to 

Spectra Energy's captive insurance company, which was placed in a 

grantor trust to secure Spectra Energy's obligation to Duke Energy 

under the Spectra Energy reinsurance ag'eements. This transfer is 

reflected in Cash distributed to Specti-a Energy within Net cash 

provided by (used in) financing activities on the Consolidated 

Statements of Cash Flows. Asof December 31 , 2009, DukeEnergy 

had a total iiability to Spectra Energy and DCP Midstream related to 

these agreements of approximately $21 million, which is reflected in 

both Other within Current Liabilities and Otiier within Deferred Credits 

and Other Uabilities in the (^nsolidated Balance Sheets. This liabiliti/ 

is offset by a corresponding receivable, of which approximately $4 

million was due from Spectra Energy's captive insurance subsidiary 

under the Spectra Energy reinsurance agreement and approximately 

$17 million was due from tiiird party reinsurance companies. These 

amounts are reflected in both Other within Current Assets and Other 

within Investments and Other Assets in the Consolidated Balance 

Sheets. In the event any of the reinsurance companies deny coverage 

for any of the claims covered under these agreements, Duke Energy 

is not obligated to pay Spectra Energy or DCP Midstream. Further, 

Duke Energy is providing no insurance coverage to Spectra Energ/ or 

DCP Midstream for events which occur subsequent to the spin-off 

date. 

At December 31,2009 and 2008, Duke Energy had an 

approximate $50 million and $49 million receivable, respectively, 

from Spectra Energy related to certain income tax items. 

14. PROPERTY, PLANT AND EQUIPMENT 

(in millions) 

DecemberSl, 
Estimated 

Useful Ufe. 2009 2008 

Land 
plant—Regulated 

Electric generation, distribution and transmissiorfai 
Natural gas transmission and distribution 
Other buildings and improvements'ai 

plant—Unregulated 
Electric generation, distribution and transmission *̂' 
Otiier buildings and Improvements'̂ ! 

Nuclearfuel 
£quipment(a> 
Vehicles 
Construction in process 
Other=̂ i 

(Years) , 
- $ 

8 - 1 2 5 
12 -60 

25-100 

8 -100 
2 0 - 9 0 

4 - 3 S 
5 - 2 6 

5 - 3 3 

725 $ 687 

35,983 
1,694 

617 

5,120 
1,855 
1,079 

799 
77 

5,336 
2,077 

34,005 
1,566 

564 

3,989 
1,698 

966 
658 
81 

4,379 
1,711 

Total property, plant and equipment 
Total accumulated depreciation — regulated»>.fc) 
Total accumulated depreciation — unregulated'̂ ' 

55,362 50,304 
(15,526) (14,681) 

{1,886) (1,587) 

Total net property, plant and equipment $ 37,950 $ 34,036 

(a) Includes capitalized leases of approximately $384 million and $203 million at December 31, 2009 and 2008, respectively. 
Ifi) Indudes accumulated amortization of nuciear fuel of approximately $503 million and £484 million atlJecember 3 1 , 2009 and 2008, respectively. 
(c) Includes aggregate accumulated amortization of capitalized leases of approximately S20 million and $37 million for 2009 and 2008, respect!\i«ly. 

Capitalized interest, which includes the debt component of AFUDC, amounted to approximately $102 million, $93 million and 

$71 milHon for 2009, 2008 and 2007, respectively. 
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15. DEBT AND CREDIT FACILITIES 

Summary of Debt and Related Terms 

(in millions) 

Weighted-
Average 

Rate Year Due 

DecemberSl, 

2009 2008 

Unsecured debt 

Secured debt 
First mortgage bonds'^' 
Capitai leases 
Other debt*' 
Notes payable and commercial paper^^ai 
Fair value hedge carrying value adjustment . 
Unamortized debt discount and premium, net 

5.1% 
3.4% 
5.7% 
6.7% 
1.1% 
0.4% 

2010-2037 
2010 - 2017 
2010 - 2040 
2010-2046 
2010-2041 

$ 7,922 
660 

5,940 
248 

1,843 
450 

IS 
t66) 

$ 6,360 
737 

4,165 
137 

2,084 
993 

25 
(62) 

Total debtî > 
Current maturities of long-term debt 
Short-term notes payable and commercial paper̂ ^ 

17,015 14,439 
(902) (646) 

- (543) 

Total long-term debt $16,113 $13,250 

(al 

(bl 

(c) 

Asof December 31, 2009, substantially all i)( U.S. Frarchised Electric afid Gas' electtic plant in setvice is rrartgaged under the mortgage bond indenture of Ouke Energ/ Carolinas, Dui« 
Energy Ohio and Duke Energy Indiana. 
Includes $1,410 million and Sl,569 millionof Duke Energy tax-exempt bonds as of DecemberSl, 2009 and 200S, respectively, Asof December 31,2009 and 2003, $331 million 
and $404 million, respectively, was secured by first mortgage baids and S433 million and $494 million, respectively, was secured by a letter of credit. 
Includes $450 millian as of both December 3 1 , 2009 and 2008 tiiat was classified as bDng-temi Debt on ttie Consolidated Balance Sheels due to the existence of long-term credit 
faciliti^ which back-stop these cammercial paper balances, along with Duke Energy's ability and intent to refinance these balances on a long-tetm basis. The weighted-average days to 
maturity was 14 days as of DecemberSl, 2009 and lOdays.as of DecemberSl, 2008. 
Includes approximately $279 million at December 31, 2008 related to Duke Energy Ohio's drawdown under the master credit facility. 
As of December 3 1 , 2009 and 2008, $479 mill'ion and $414 million, respectively, of debl was denominated in Brazilian Reals. 
Weighted-average rates on outstanding short-term noles payable and commercial oaperwas3.4%a5of December 3 1 , 200S. 

Unsecured Debt. 

In Septemtier 2009, Duke Energy Kentucky Issued 

$100 million of senior debentures, which carry a fixed Interestrateof 

4.55% and mature October 1, 2019. Proceeds from the issuance 

were used to repay Duke Energy Kentucky's borrowings under Duke 

Energy's master credit facility, to rejî enish cash used to repay 

$20 million principal amount of debt due September 15, 2009 and 

for general corporate purposes. 

In August 2009, Duke Energy issued $1 billion principal 

amount of senior notes, of which $500 million cariy a fixed Interest 

rate of 3.95% and mature September 15, 2014 and $500 million 

carry a fixed Interest rate of 5.05% and mature September 15, 

2019. Proceeds from the issuance were used to redeem commercial 

paper, to fund capital expenditures In Duke Energ/s unregulated 

businesses in the U.S. and for general corporate purposes. 

In January 2009, Duke Energy issued $750 million principal 

amount of 6.30% senior notes due February 1,2014. Proceeds 

from the issuance were used to redeem commercial paper and for 

general corporate purposes, 

In June 2008, Duke Energy issued $500 million principal 

amount of senior notes, of which $250 million carry a fixed Interest 

rate of 5.65% and mature June 15, 2013 and $250 million cany a 

fixed interest rate of 6.25% and mature June 15, 2018. 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 general corporate purposes. 

First Mortgage Bonds. 

In December 2009, Duke Ener^' Ohio issued S250 million 

principal amount of first mortgage bonds, which carry a fixed interest 

rateof 2.10% and mature June 15, 2013. Proceeds 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 

conjunction with this debt issuance, Duke Energy Ohio entered Into 

an interest rate swap agreement that converted interest on this debt 

issuance from the fixed coupon rate to a variable rate. The Initial 

variable rate was set at 0.31%. 

In November 2009, Duke Energy Carolinas issued 

$750 million principal amount of first morigage bonds, which carry a 

fixed interest rate of 5.30% and mature Februaiy 15, 2040. 

Proceeds from this Issuance will be used to fund capital expenditures 

and general corporate purposes, Including the repayment at maturity 

of $500 million of senior notes and first mortgage bonds In the first 

half of 2010. 

In March 2009, Duke Energy Ohio issued $450 million 

principal amount of first mortgage bonds, which cairy a fixed Interest 

rate of 5.45% and mature Apnl 1, 2019. Proceeds from this 

Issuance were used to repay short-term notes and for general 

corporate purposes, includlngfunding capital expenditures. 

In March 2009, Duke Energy Indiana.Issued $450 millian 

principal amount of first mortgage bonds, which carry a fixed Interest 

rale of 6,45% and mature April 1, 2039. Proceeds fronn this 

Issuance were used to fund capital expenditures, to replenish cash 

DUKE ENERGY CORPORATiON / 2009 FORM 10-K 125 



PART II 
[ . — 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financiai Statements - (Continued) 

used to repay $97 million of senior notes which matured on 

IVlarch 15, 2009, to fund the repayment at maturity of $125 million 

offirst mortgage bonds due July 15, 2009, and for general corporate 

purposes, includlngthe repayment of short-term notes. 

In November 2008, Duke Energy Carolinas issued 

$900 million principal amount of first mortgage txinds, of which 

$500 million carry a fixed Interest rate of 7.00% and mature 

November 15, 2018 and $400 million carry a fixed Interest rate of 

575% and mature November 15, 2013. The net proceeds from 

Issuance were used to repay amounts borrowed under the master 

creditfacllity, to repay senior notes due January 1, 2009,to 

replenish cash used to repay senior notes at their scheduled maturity 

In October 2008 and for general corporate purposes. 

In August 2008, Duke Energy Indiana issued $500 million 

principal amount offirst mortgage bonds, which carry a fixed interest 

rate of 6.35% and mature August 15, 2038. Proceeds from this 

issuance were used to fund capital expenditures and for general 

corporate purposes, Includlngthe repayment of short-term notes and 

to redeem first mortgage bonds maturing in September 2008. 

In April 2008, Duke Energy Carolinas issued $900 million 

prlnclpal amount of fi^ mortgage bonds, of which $300 million carry 

afixed Interest rate of 5,10% and mature April 15, 2018 and 

$600 million carry a fixed Interest rate of 6.05% and mature 

April 15, 2038. Proceeds from the Issuance were used to fund capital 

expenditures and for general corporate purposes. In anticipation of 

this debt issuance, Duke Energy Carolinas executed a senes of interest 

rate swaps In 2007 to lock in the market Interest rates at that time. 

The value ofthese Interest rate swaps, which were terminated prior to 

issuance of the fixed rate debt, was a pre-tex loss of approximately 

$23 million. This amount was recorded as a component of 

Accumulated Other Comprehensive Loss and Is being amortized as a 

component of Interest Expense over tfie life ofthe debt. 

In Januaiy 2008. Duke EnergyCarolinas issued $900 million 

principal amount of first mortage bonds, of which $400 million 

carry a fixed Interest rate of 5.25% and mature January 15, 2018 

and $500 million cany a fixed interest rate of 6,00% and mature 

January 15, 2038, Proceeds from the issuance were used to fund 

capital expenditures and for general corporate purposes. Including the 

repayment of commercial paper. In anticipation of this debt issuance, 

Duke Energy Carolinas executed a series of interest rate swaps in 

2007 to lock in the market Interest rates at that time. The value of 

these interest rate swaps, which were terminated prior to issuance of 

the fixed rate debt, was a pre-tax loss of approximately $18 million. 

This amount was recorded as a component of Accumulated Other 

Comprehensive Loss and Is being amortized as a component of 

I nterest Expense over the life of the debt. 

Other Debt. 

In October 2009, Duke Energy Indiana refunded $50 million of 

tex^xenipt variable-rate demand bonds through the issuance of $50 

million principal amount of tex-exempt term bonds, which cany a 

fixed Interest rate of 4.95% and mature October 1, 2040. The 

tax-exempt bonds are secured by a series of Duke Energy Indiana's 

first mortgage bonds. 

In September 2009, Duke Energy Carolinas converted 

$77 million of tax-exempt variable-rate demand bonds to tax-exempt 

term bonds, which carry a fixed interest rate of 3.60% and mature . 

February 1, 2017. In connection with the conversion, the tax-exempt 

bonds were secured by a series of Duke Energy Carolinas' first 

mortgage bonds. 

In June 2009, Duke Energy Indiana refunded $55 million of 

tax-exempt variable-rate demand bonds through the Issuance of 

$55 million phncipal amount of tax-exempt temn tx)nds due 

August 1, 2039, which cany a fixed interestrateof 6.00% and are 

secured by a series of Duke Energy Indiana's first morigage bonds. 

The refunded bonds were redeemed July 1, 2009. 

In January 2009, Duke Energy Indiana refunded $271 million 

of tax-exempt auction rate bonds through the issuance of 

$271 million of tax-exempt variable-rate demand bonds, which are 

supported by direct-pay letters of credit, of which $144 million had 

initial rates of 0.7% reset on a weekly basis with $44 million 

maturing May 2035, $23 million maturing March 2031 and 

$77 million maturing December 2039. The remaining $127 million 

had Initial rates of 0,5% reset on a dally basis with $77 million 

maturing December 2039 and $50 million maturing October 2040. 

In December 2008, Duke Energy Kentucky refunded 

$50 million oftax-exempt auction rate bonds through the Issuance of 

$50 million of tex-exempt variable-rate demand bonds, which are 

supported by a direct-pay letter of credit. The variable-rate demand 

bonds, which are due August 1, 2027, had an initial Interest rate of 

0.65%, which is reset on a weekly basis. 

In October 2008, International Energy Issued approximately 

$153 millionof debt In Brazil, of which approximately $112 million 

mature in September 2013 and carry a variable interest rate equal to 

the Brazil Interbank rate plus 2,15%, and approximately $41 million 

mature In September 2015 and carry a fixed Interest rate of 11.6% 

plus an annual Inflation Index, International Energy used these 

proceeds to pre-pay existing long-term debt balances,; 

In April 2008, Duke Energy Carolinas refunded $100 million of 

tex-exempt auction rate bonds through the issuance of $100 million 

of tax-exempt variable-rate demand bonds, which are supported by a 

direet-pay letter of credit The variable-rate demand bonds, which are 

due November 1, 2040, had an initial interest rate of 2,15% which 

will be reset on a weekly basis. 

Auction Rate Debt 

Asof DecemberSl, 2009, Duke Energy had auction rate 

tax-exempt bonds outstanding of approximately $461 million, While 

tiiese debt instruments are long-term in nature and cannot be put 

back to Duke Eners' prior to maturity, the Interest rates on these 

Instmments are designed to reset periodically tiirough an auction 

process. In February 2008, Duke Energy began to experience failed 
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auctions for these debt instruments. When failed auctions occur on a 

series of this debt, Duke Energy is required to begin paying a falled-

auction interest rate on the instmment. The failed-auction Interest rate 

for ttie majori^ of tfie auction rate debt is 2,0 times one-month 

London Interbank Offered Rate (LIBOR). Payment of the failed-

auction Interest rates will continue until Duke Energy Is able to either 

successfully remarket these instruments through the auction process, 

or refijnd and refinance the existing debt. While Duke Energy has 

plans to refund and refinance Its remaining auction rate tax-exempt 

bonds, tfie timing of such refinancing activities Is uncertain and 

subject to market conditions. If Duke Energy is unable to successfully 

refund and refinance these debt instruments, the impact of paying 

higher interest rates on the outstanding auction rate debt is not 

expected to materially affect Duke Energy's overall financial position, 

resulte of operations or cash flows. 

Convertible Senior Notes. 

In May 2003, Duke Energy issued approximately $770 million 

of 1,75% convertible senior notes that were convertible into Duke 

Enei^ common stock at a premium of 40% above the May 1, 2003 

closing common stock market price of $16,85 per share. The 

conversion of these senior notes into shares of Duke Energy common 

stock was contingent upon the occurrence of certain events during 

specified periods. During 2006, Duke Energy issued shares of 

common stock to settle a pottkin of the convertible senior notes. In 

May 2007, pursuant to the terms of the debt agreement, 

substentially all of the holders of tiie Duke Energy convertible senior 

notes required Duke Energy to repurchase the then outetanding 

balance of approximately $110 million at a price equal to 100% of 

the principal amount plus accrued Interest, 

Inconnection with the spin-off of Spectra Energy on January 2, 

2007 (see Note 1), Duke Energy disfributed approximately 2 million 

shares of Specti'a Energy common stock to the holders of the 

convertible senior notes puisuant to the antidilution provisions of the 

indenture agreement, resulting in a pre-tax charge of approximately 

$21 miiiion during the three monttis ended March 31 , 2007, which 

Is recorded In Other Income and Expenses, net In the Consolidated 

Statements of Operations. 

Accounts Receivable Securitization. 

Duke Energ/ securitizes certain accounte receivable through 

Duke Energy Receivables Finance Company, LLC (DERF), a 

banknjptcy remote, special purpose subsidiary. DERF is a wholly-

owned limited llabili^ company with a separate legal existence from 

its parent, and its assets are not intended to be generally available to 

creditors of Duke Energy, As a result of the securitization, on a daily 

basis Duke Energy sells certain accounte receivable, arising from the 

sale of electricity and/or related sen/ices as part of Duke Energy's 

franchised electric business, to DERF, In ordertofund Its purchases 

of accounts receivable, DERF has a $300 million secured credit 

facility with a commercial paper conduit administered by Citibank, 

N.A., which terminates In September 2011. The credit facility and 

related securitization documentation contain several covenante, 

Including covenante with respect to the accounte receivable held by 

DERF, as well as a covenant requiring that the ratjo ot Duke Energy , 

consolidated indebtedness to Duke Energy consolidated capitalization 

not exceed 65%. As of December 3 1 , 2009 and 2008, the interest • 

rate associated with the credit facility, which Is based on commercial 

paper rates, was 1.6% and 3.3%, respectively, and $3(X) million 

was outetanding under tfie credit facility as of both December 3 1 , 

2009 and 2008. The securitization transaction was not structured to 

meet the criteria for sale accounting treatment under the accounting 

guidance for transfers and sen/Icing of financial assete and, 

accordingly, is reflected as a secured borrowing In the Consolidated 

Balance Sheete. As of December 3 1 , 2009 and 2008, tfie $300 

million outetanding balance ofthe credit facility was secured by 

approximately $556 million and $518 million, respectively, of 

accounte receivable held by DERF. The obligations of DERF under 

the credit facility are non-recourse to Duke Energy, DERF meets the 

accounting definition of a VIE and Is subject to the new accounting 

rules for consolidation and transfers of flnancial assete effective 

Januaty 1, 2010; however, the new accounting rules will not result 

in a substantial change to the accounting for DERF, See Note 21 for 

further Infoimation on VIEs, 

Floating Rate Debt. 

Unsecured debt, secured debt and other debt Included 

approximately $2.8 billion and $3,2 billion of floating-rate debt as of 

December31, 2009 and 2008, respectively, which excludes 

approximately $336 miiiion and $300 million of Brazilian debt at 

December 3 1 , 2C)09 and 2008, respectively, that is indexed 

annually to Brazilian inflation. Floating-rate debt is pnmarily based on 

commerciai paper rates or a spread relative to an index such as • 

LIBOR for debt denominated in U,S, dollars. Asof December 31 , 

2009 and 2008, the average interest rate associated with floating-

rate debt was approximately 1.5% and 3,2%, respectively. 

Maturities, Cail Options and Acceleration Clauses. 

Annual Maturities as of December 3 1 , 2009 

(In millions} 

2010 
2011 
2012 
2013 
2014 
Thereafter 

i 902 
602 

2,247 
1,443 
1,398 

10,423 

Total long-term debt. Including current maturities $17,015 
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Duke Energy has the ability under certain debt facilities to call 

and repay the obligation prior to Ite scheduled maturity. Therefore, the 

actual timing of future cash repaymente could be materially different 

tiian the above as a result of Duke Energy's ability to repay tfiese 

obligations prior to their scheduled maturity. 

Duke Energy may be required to repay certain debt should the 

credit ratings at Duke Energy Carolinas fall to a certain level at 

Standard & Poor's (S&P) or Moody's Investors Service (Moody's), As 

of December 31 , 2009, Duke Energy had approximately $6 million 

of senior unsecured notes which mature serially through 2012 that 

may be required to be repaid if Duke Energy Carolinas' senior 

unsecured debt ratings fall below BBB- at S&P or Baa3 at Moody's, 

and $16 million of senior unsecured notes which mature serially 

through 2016 tfiat may be required to be repaid If Duke Energy 

Carolinas' senior unsecured debt ratings fall below BBB at S&P or 

Baa2 at Moody's, As of Febmary 1, 2010, Duke Energy Carolinas' 

senior unsecured credit rating was A- at S&P and A3 at Moody's. 

Available Credit Facilities. 

The total capacity under Duke Energy's master credit facility,, 

which expires in June 2012, is approximately $3.14 billion. The 

credit facility contelns an option allowing borrowing up to the full 

amount of the facility on the day of Initial expiration for up to one 

year, Duke Ener^ and ite wholly-owned subsidiaries, Duke Energy 

Caroiinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy 

Kentucky (collectively referred to as the borrowers), each have 

borrowing capacity under the master credit facility up to specified sub 

limite for each borrower. However, Duke Energy has the unilateral 

ability to increase or decrease tine borrowing sub lirnite of each 

borrower, subjectto per borrower maximum cap limitations, at any 

time. See footnote (c) to the table below for the borrowing sub limite 

for each ofthe borrowers asof DecemberSl, 2009, The amount 

available under the master credit facility has been reduced by draw 

downs of cash and the use of the master credit facility to backstop the 

issuances of commercial paper, letters of credit and certain 

tex-exempt bonds. 

Master Credit Facility Summary as of December 3 1 , 2 0 0 9 {in m i l l i o n s ^ 

Credit 
Facility 

Capacity 

Duke Energy Corporation 
$3,137 muttl-yearsyndicated^M $3,137 

Draw 
Down on 

Commercial Credit 
Paper Facility 

$450 $397 

Available 
Total Credit 

Letters of Tax-Exempt Amount Facility 
Credit Bonds Utilized Capacity 

$121 $285 $1,253 $1,884 

la) This summaiy excludes certain demand facilities and committed tacimies that are insignificant in me or whicH generally support very specific requirements, whicli primarily include 
facilifies that backstop various outstanding tax-exempt bonds. 

(b) Credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 65% for each borrower. 
(c) Contains sub limits at December 3 1 , 2009 as follows; $1,097-miiiion for Duke E n e ^ , $840 million for Duke Energy Carolinas, $650 million for Duke Energy Ohio, $450 million tor 

Duke Energy indiana and SIOO miliion for Ouke Energy Kentucky. 

In September 2008, Duke Energy and Its wholly-owned 

subsidianes, Duke Energy- Carolinas, Duke Energy Ohio, Duke Energ/ 

Indiana and Duke Energy Kentucky, borrowed a total of 

approximately $1 billion under Duke Energy's master credit facility. 

The following borrowings under Duke Energy's master credit facility 

remained outstanding at December 31 , 2009: 

(In millions) 

Amounts Borrowed 
Under Master Credit 

Facility 

Duke Energy Corporation 
Duke Energy Indiana 

Total 

$274 
123 

$397 

The loans under the master credit facility are revolving credit 

loans that currently bear interest at one-month LIBOR plus an 

applicable spread ranging from 19 to 23 basis points. The loan for 

Duke Energy has a stated maturity of June 2012, while the loans for 

all of the other borrowers had stated maturities of September 2009; 

however, 'the borrowers have the ability under the master credit 

facility to renew the loans due In September 2009 on an annual 

basis up through the date the roaster credit facility matures in June 

2012. As a result of these annual renewal proviaons, in September 

2009, Duke Energy Ohioand Duke Energy Indiana repaid and 

Immediately re-borrowed approximately $279 million and $123 

million, respectively, underthe master credit facility, Duke Energy 

Indiana has the intent and ability to refinance these obligations on a 

long-term basis, either through renewal of the terms of the loan 

through the master credit facility, which has non-cancelable terms in 

excess of one-year, or through Issuance of long-term debt to replace, 

the amounts drawn under the master credit facility. Accordingly, total 

borrowings by Duke Energy Indiana of $123 million are reflected as 

Long-Term Debt on the Consolidated Balance Sheets at both 

December 31 , 2009 and 2008. Additionally, Duke Energy 

Kentucky's borrowings of $74 million, which was repaid in 2009 

through funds obtained from the Issuance of long-term debt as 

discussed above, was included in Long-Term Debt on the 

Consolidated Balance Sheets at December 3 1 , 2008. Duke Energy 

Ohio's borrowing under the master credit facility was repaid in the 

fourth quarter of 2009, as discussed above. As Duke Energy Ohio did 

not have the intent to refinance its borrowings on a long-term basis, 

amounts outstanding at DecemberSl, 2008 of $279 million were 

DUKE ENERGY CORPORATION / 2009 FORM lO-K 128 



PART 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

reflected in Notes Payable and Commercial Paper within Current 

Liabilities on the Consolidated Balance Sheets. 

At December 31 , 2009 and 2008, approximately $706 million 

and $779 million, respectively, oftax-exempt bonds were classified 

as Long-Term Debt on the Consolidated Balance Sheets. Of this 

amount, the master credit facility sen/ed as a backstop for 

approximately $385 million ofthese pollution control bonds (of 

which approximately $100 million is in the form of letters of credit), 

with the remaining balance backstopped by other specific long-term 

credit facilities separate from the master credit facility. Additionally, at 

both December 3 1 , 2009 and 2008, approximately $450 million of 

commercial paper issuances were classified as Long-Term Debt on 

the Consolidated Balance Sheets, These tax-exempt bonds and 

commercial paper issuances, which are short-term obligations by 

nature, are classified as long-term due to Duke Energy's intent and 

ability to utilize such borrowings as long-term financing. As Duke 

Eriergy's master credit facility and other specific purpose credit 

facilities have non-cancelable terms in excess of one year as of the 

balance sheet date, Duke Energy has the ability to refinance these 

short-term obligations on a long-term basis. 

In September 2008, Duke Energy Indiana and Duke Energy 

Kentucky collectively entered into a $330 million three-year letter of 

credit agreement with a syndicate of banks, under which Duke 

Energy Indiana and Duke Energy Kentucky may request the issuance 

of letters of credit up to $279 million and $51 million, respectively, 

on their behalf to support various series of variable rate demand 

bonds Issued or to be issued on behalf of either Duke Energy Indiana 

or Duke Energy Kentucky. This credit facility, which Is not part of 

Duke Energy's master credit facility, may not be used for any purpose 

other than to support the variable rate demand bonds issued by Duke 

Energy Indiana and Duke Energy Kentucky. 

Restrictive Debt Covenants. 

Duke Energy's debt and credit agreements contain various 

financial and other covenants. Failure to meet those covenants 

beyond applicable grace periods could result in accelerated due dates 

and/or termination of the agreements. As of December 31 , 2009, 

Duke Energy was In compliance with all covenants related to its 

significant debt agreements. In addition, some credit agreements may 

allow for acceleration of payments or termination of the agreements 

due to nonpayment, or the acceleration of other significant 

indebtedness of the borrower or some of Its subsidiaries. None of the 

debt or credit agreements contain matehal adverse change clauses. 

Other Loans. 

During 2009 and 2008, 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 

$411 million as of December 31 , 2009 and $384 million as of 

December 3 1 , 2008. The amounts outstanding 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, 

16. COMMITMENTS AND CONTINGENCIES 

General Insurance 

Duke Energy carries insurance and reinsurance coverage either 

directly or through its captive insurance company, Bison, and te 

affiliates, consistent with companies engaged In similar commercial 

operations with similar type properties, Duke Energy's insurance 

coverage Includes (i) commercial general public liability insurance for 

liabilities arising to third parties for bodily injury and property damage 

resulting from Duke Energy's operations; (11) workers' compensation 

liability coverage to statutory limits; (ill) automobile liability Insurance 

for all owned, non-owned and hired vehicles covering liabilities to 

third parties for bodily Injuiy and property damage; (iv) insurance 

policies in support of the indemnification provisions of Duke Energy's 

by-laws and tv) property insurance covering the replacement value of 

all real and personal property damage, excluding electnc transmission 

and distribution lines, including damages arising from boiler and 

machinery breakdowns, earthquake, flood damage and extra 

expense. All coverage is subject to certain deductibles or retentions, 

sublimits, terms and conditions common for companies with similar 

types of operations. 

In 2006, Bison wasamemberof sEnergy Insurance Limited 

(sEnergy), which provided business Interruption reinsurance coverage 

for Duke Energy's non-nuclear facilities, Duke Energy accounted for 

these memberships under the cost method, as It did not have the 

ability to exert significant Influence over these investments. sEnergy 

ceased Insuring events subsequent to May 15, 2006, and Is 

currently winding down its operations and settling its outstanding 

claims. Bison will continue to pay additional premiums to sEnergy as 

it settles Its outstanding claims during its wind-down; however, Duke 

Energy does ndt anticipate that the payments associated vjlth the 

settlement offriese outstanding claims will havea material impact on 

its consolidated results of operations, cash flows or financial position, 

Duke Energy also maintains excess liability insurance coverage 

above the established primary limits for commercial general liability 

and automobile liability insurance. Limits, terms, conditions and 

deductibles are comparable to those carried by other energy 

companies of similar size. 

The cost of Duke Energy's general Insurance coverage can 

fluctuate year to year reflecting the changing conditions of the 

Insurance markets. 

Nuclear Insurance 

Duke Energy Carolinas owns and operates the McGuire and 

Oconee Nuclear Stations and operates and has a partial ownership 

Interest in the Catawba Nuclear Station. The McGuire and Catawba 
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Nuclear Stations have two nuclear reactors each and Oconee has 

three, Nuclear Insurance Includes: nuclear liability coverage; property, 

decontamination and premature decommissioning coverage; and • 

business interruption and/or extra expense coverage. The other joint 

owners ofthe Catawba Nuclear Station reimburse Duke Energy 

Carolinas for certain expenses associated with nuclear insurance 

premiums. The Price-Anderson Act requires Duke Energy to provide 

for public liability claims resulting from nuclear incidents to the maxi

mum total financial protection liability, which was approximately 

$12.5 billion and Increased to approximately $12,6 billion effective 

January 1, 2010. 

Primary Uability Insurance. 

Duke Energy has purchased the maximum reasonably available 

private primary liability insurance as required by law, which was 

$300 million and increased to $375 million effective Januaty 1, 

2010. 

Excess Uability Program. 

This program provides approximately $12.2 billion of coverage 

through the Price-Anderson Acts mandatory industry-wide excess 

secondaryfinancial protection program of risk pooling. The 

$12.2 billion is the sum ofthe current potential cumulative retrospe

ctive prernium assessments of $117.5 million per licensed commercial 

nuclear reactor. This would be 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 liability 

damages in the event of a nuclear Incident at any licensed facility in the 

U .S, If such an incident should occur and public liability damages 

exceed primary liability insurance, licensees may be assessed up to 

$117.5 million for each of tiieir licensed reactors, payable at a rate not 

to exceed $17.5 million a year per licensed reactor for each incident. 

The assessment and rate are subject to indexing for inflation and may 

be subject to state premium taxes. The Price-Ande^on Act provides for 

an inflation adjustinent at least every five years witii the last adjustment 

effective October 2008. 

Duke Energy is a member of Nuclear Electric Insurance Limited 

(NEIL), which provides property and accidental outage jnsurance 

coverage for Duke Energy's nuclear facilities under three policy 

programs: 

Pnmary Property Insurance. 

This policy provides $500 million of primary property damage 

coverage for each of Duke Energy's nuclear facilities. 

Excess Property Insurance, 

This policy provides excess property, decontamination and 
decommissioning liability insurance: $2.25 billion for the Catawba 

Nuclear Station and $1.0 billion each forthe Oconee and McGuire 

Nuclear Stations. The Oconee and McGuire Nuclear Stations also 

share an additional $1.0 billion insurance limit above this excess. 

This shared limit is not subject to reinstatement in the event of a loss. 

Accidental Outage Insurance. 

This policy provides business interruption and/or extra expense 

coverage resulting from an accidental outage of a nuclear 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 tiian 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 tor 

McGuire and Oconee and continues at 100% for 52 weeks and 

80% for the next 110 weeks. The McGuire and Catawba policy limit 

is $490 million and the Oconee policy limit is $392 million. 

In the event of large industry losses, NEIL's Board of Directors 

may assess Duke Energy for amounts up to 10 times its annual 

premiums. The current potential maximum assessments are-. Primary 

Property Insurance — $37 million, Excess Properiy Insurance — 

$43 million and Accidental Outage Insurance — $22 million. 

Pursuantto regulations of tiie NRC, each company's property 

damage insurance policies provide that all proceeds from such 

insurance be applied, first, to place the plant in a safe and stable 

condition after a qualitying accident and second, to decontaminate 

before any proceeds can be used for decommissioning, plant repair or 

restoration. 

In the event of a loss, the amount of Insurance available might 

not be adequate to cover property damage and other expenses 

incurred, Uninsured losses and other expenses, to the extent not 

recovered by other sources, could have a material adverse effect on 

Duke Energy's results ofOperations, cash fiows orfinancial position. 

The maximum assessment amounts include 100% of Duke 

Energy's potential obligation to NEIL for tiie Catawba NuclearStation. 

However, the other joint owners of the Catawba Nuclear Station are 

obligated to assume their pro rata share of liability for retrospective 

premiums and other premium assessments resulting from the Price-

Anderson Acts excess secondary financial protection program of risk 

pooling, orthe NEIL policies. 

Environmental 

Duke Energy is subject to intemational, federal, state and local 

regulations regarding air and water quality, hazardous and solid 

waste disposal and other environmental matters. These regulations 

can be changed from time to time, impceing new obligations on 

DukeEnergy. 

Remediation Activities. 

Duke Energy and its affiliates are responsible for environmental 

remediation at various contaminated sites. These include some 

DUKE ENERGY CORPORATION / 2009 FORM 10-K 130 



PART II 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

properties that are part ot ongoing Duke Energy operations, sites 

formeriy owned or used by Duke Energy entities, and sites owned by 

third parties. Remediation typically involves management pf 

contaminated soils and may involve groundwater remediation. 

Managed in conjunction with relevant federal, state and local . 

agencies, activities vary with site conditions and locations, remedial 

requirements, complexity and sharing of responsibility. If remediation 

activities involve statutory joint and several liability provisions, strict 

liability, or cost recx3very or contribution actions, Duke Energy or its 

affiliates could potentially be held responsible for contamination 

caused by other parties. In some instances, Duke Energy may share 

liability associated with contamination with other potentially 

responsible parties, and may also benefit from insurance policies or 

contractual indemnities that cover some or all cleanup costs. All of 

these sites generally are managed in the normal course of business or 

affiliate operations, During 2009, Duke Energy recorded additional 

reserves associated with remediation activities at certain 

manufactured gas plant sites and it Is anticipated that additional costs 

associated with remediation activities at certain of its sites will be 

incurred in the future. 

Included In Other within Deferred Credits and Otiier Liabilities 

and Other within Current Liabilities on the Consolidated Balance 

Sheets were total accruals related to extended environmental-related 

activities of approximately $65 million and $55 million as of 

December31, 2009 and DecemberSl, 2008, respectively. These 

accmals represent Duke Eperg/'s provisions for costs associated with 

remediation activities at some of its current and former sites, as well 

as other relevant environmental contingent liabilities. Management, in 

the normal course of business, continually assesses the nature and 

extent of known or potential environmental-related contingencies and 

records liabilities when losses become probable and are reasonably 

estimable. Costs associated with remediation activities within Duke 

Energy's regulated operations are typically expensed unless recoveiy 

of the costs is deemed probable. 

Clean Water Act 316(b). 

The EPA finalized its cooling water intake structures rule in July, 

2004. The mle established aquatic protection requirements for 

existing facilities that withdraw 50 million gallons or more of water 

per day from rivers, streams, lakes, resen/oirs, estiaries, oceans, or 

otiier U.S. waters for cooling purposes. Fourteen of tiie 23 coal and 

nuclear-fueled generating facilities in which Duke Energ/ is either a 

whole or partial owner are affected sources under that rule. On 

April 1, 2009, the U.S. Supreme Court ruled in favor ofthe 

appellants that the EPA may consider costs when determining which 

technology option each site should Implement Depending on how 

the cost-benefit analysis is incorporated into the revised EPA rule, the 

analysis could narrow the range of technology options required for 

each ofthe 14 affected facilities. Because ofthe wide range of 

potential outcomes, Duke Energy is unable to estimate its costs to 

comply at this time. 

Clean Air Interstate Rule (CAIR). 

The EPA finalized its CAIR in May 2005. The CAIR limits total 

annual and summertime NO, emissions and annual SO2 emissions 

from electric generating facilities across the Eastern U.S. through a 

two-phased cap-and-trade program. Phase 1 began in 2009 for N0;< 

and begins In 2010 for SO .̂ Phase 2 begins In 2015 fbr both NO, 

and SO2. 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 multiple challenges to the CAIR. On July 11, 2008, the 

D.C, Circuit issued its decision in North Carolina v. EPA No, 05-

1244 vacating the CAIR. The EPA filed a petition ft^r rehearing on 

September 24, 2008 with the D,C. Circuit asking the court to 

reconsider various parts of its ruling vacating the CAIR. In December 

2008, the D.C, Circuit issued a decision remanding the CAIR to the 

EPA without vacatur. The EPA must now conduct a new rulemaking 

to modify the CAIR in accordance wltii the court's July 11, 2008 

opinion. This decision means that the CAIR as initially finalized in 

2005 remains in effect until the new EPA rule takes effect. The EPA 

has Indicated that it currently plans on Issuing'a proposed mle in the 

April-May 2010 timeframe. It is uncertain how long the current CAIR 

will remain In effect or how the new rulemaking will alter the CAIR, 

The emission controls Duke Energy Is installing to comply with 

state specific clean air legislation will contribute significantiy to 

achieving compliance witii tiie CAIR requirements. Additionally, Duke 

Energy plans to spend approximately $75 million between 2010 and 

2014 (approximately $65 million in Ohio and $10 million in 

Indiana) to comply with Phase 1 of the CAIR. Duke Energy Is 

currentiy unable to estimate the costs to comply with any new rule 

the EPA will issue in the future as a result of the D.C. Distî ict Court's 

December 2008 decision discussed above. The IURC issued an 

order in 2006 granting Duke Energy Indiana approximately $1,07 

billion in rate recovery to cover Its estimated Phase 1 compliance 

costs ofthe CAIR and tiie Clean Air Mercury Rule in Indiana. Duke 

Energy Ohio will recover most of the depreciation and financing costs 

related to environmental compliance projects for 2009-2011 through 

its ESP. 

Coal Combustion Product (CCP) Management. 

Duke Energy currently estimates that It will spend approximately 

$373 million over the period 2010-2014 to install synthetic caps and 

liners at existing and new CCP landfills and to convert some of its CCP 

handling systems from wet to dry systems. The EPA and a number of 

states are considering additional regulatory measures that will contain 

specific and more detailed requirements for the management and 

disposal of coal combustion products, primarily ash, from Duke 

Energy's coal-fired power plants. The EPA has indicated that it intends 

to propose a rule eariy In 2010, Additional laws and regulations under 

consideration which more stringently regulate coal ash, including the 

potential regulation of coal ash as hazardous waste, will likely increase 

costs for Duke Energy's coal facilities. Duke Energy is unable to 

estimate its potential costs at tills time. 
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utigation 

New Source Review (NSR). 

In 1999-2000, the U,S. Department of Justice (DOJ), acting on 

behalf of the EPA and joined by various citizen groups and states, 

filed a number of complaints and notices of violation against multiple 

utilities across the countiy for alleged violations of the NSR provisions 

of the Clean Air Act (CAA), Generally, the government alleges that 

projects performed at various coal-fired units were major 

modifications, as defined In the CAA, and tiiat the utilities violated the 

CAA when they undertook those projects without obtaining permits 

and installing tiie best available emission controls for.S02, NO^ and 

particulate matter. The complaints seek injunctive relief to require 

Insteillation of pollution control technology 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 

Duke Energy's plants have been subject to these allegations, Duke 

Energy asserts that there were no CAA violations because the 

applicable regulations do not require permitting In cases where tiie 

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 in the U,S. District Court in Greensboro, North Carolina. The 

EPA claims that 29 projects performed at 25 of Duke Energy's coal-

fired units in the Carolinas violate these NSR provisions. Three 

environmental groups have intervened In the case. In August 2003, 

the trial court issued a summary judgment opinion adopting Duke 

Energy's legal positions on the standard to be used for measuring an 

increase In emissions, and granted judgment in favor of Duke Energy, 

The trial court's decision was appealed and ultimately reversed and 

remanded for trial by the U,S. Supreme C ôurt. At trial, Duke Energy 

will continue to assert that the projects were routine or not projected 

to increase emissions. No trial date has been set 

In November 1999, the U.S. brought a lawsuit ih the U.S, 

Federal District Court for the Southem District of Indiana against 

Cinergy, Duke Energy Ohio, and Duke Energy Indiana alleging 

various violations of the CAA for various projecte at six Duke Energy 

owned and co-owned generating stations in the Midwest Three 

northeast states and two environmental groups have inten/ened in the 

case, A jury trial commenced on May 5, 2008 and jury verdict was 

returned on May 22, 2008. The jury found in favor of Cinergy, Ouke 

Eneigy Ohio and Duke Energy Indiana on all but three units at 

Wabash River. Additionally, the plaintiffs had claimed tiiat Duke 

Energy violated, an Administrative Consent Order entered into in 1998 

between the EPA and Cinergy relating to alleged violations of Ohio's 

State Implementation Plan provisions governing partJculate matter at 

Duke Energy Ohio's W,C, Beckjord Station, 

A remedy trial for violations previously established at the 

Wabash River and W.C. Beckjord Stations was held during the week 

of February 2, 2009, On May 29, 2009, the court issued Its remedy 

ruling and ordered the following relief: (1) Wabash River Units 2, 3 

and 5 to be permanently retired by September 30, 2009; 

(ii) surrender of SOj allowances equal to the emissions from Wabash 

River Units 2, 3 and 5 from May 22, 2008 through September 30, 

2009; (ill) civil penalty in the amount of $687,500 for Beckjord 

violations; and (iv) installation ot a particulate continuous emissions 

monitoring system at the W.C. Beckjord Station Units 1 and 2. The 

civil penalty has been paid. On September 22, 2009, defendante 

filed a notice ot appeal with the Seventh Circuit Court of Appeals of 

the judgment relating to Wabash River Unite 2, 3 and 5, That appeal 

is still pending. As of September 30, 2009, Wabash River Unite 2, 3 

and 5 have been retired. On October 21, 2008, Plaintiffs tiled a 

motion for a new liability ti'ial claiming tiiat defendants misled the 

piaintlffeandtiie jury by, among other tilings, not disclosing a 

consulting agreement with a fact witness and by referring to that 

witness as "retired" during the liability trial when in fact he was 

working for Duke Energy under the referenced consulting agreement 

In connection witii the trial. On December 18, 2008, the court 

granted plaintiffs' motion for a new liability trial on claims tor which 

Duke Energy was not previously found liable. That new trial 

commenced on May 11, 2009, On May 19, 2009, the jury 

announced ite verdict finding in favor of Duke Energy on four of the 

remaining six projecte at Issue. The two projects in which the jury 

found violations were undertaken at Unite 1 and 3 of the Gallagher 

Station in Indiana. A remedy trial on those two violations was 

scheduled to commence on January 25, 2010; however, the parties 

reached a negotiated agreement on those issues and filed a proposed 

consent decree with the court on December 22, 2009 for public 

comment and approval. The substantive terms of the proposed 

consent decree require: (1) conversion of Gallagher unite 1 and 3 to 

natural gas combustion by 2013; (li) Installation of additional 

pollution controls at Gallagher units 2 and 4 by 2011; and 

(iii) additional environmental projecte, paymente and penalties, Duke 

Energy estimates that tiiese and other actions In the setilement will 

cost at least $88 million. The parties anticipate that the court will 

approve and enter the consent decrees in due course. 

On April 3, 2008, the Sierra Club filed another lawsuit In the 

U.S. District Court for t ie Southern District of Indiana against Duke 

Energy Indiana and certain affiliated companies alleging CAA 

violations at tiie Edwardsport power station. On June 30, 2008, 

defendante filed a moti'on to dismiss, or alternatively to stay, this 

litigation on junsdictional grounds, The District Court denied that 

motion. The defendants subsequently filed a motion for summary 

judgment allegng that the applicable statute of limitations bars ali of 

plaintiffs' claims. Plaintiffs tiled two motions for partial summary 

judgment requesting rulings on the applicability of certain legal 

standards. On January 26, 2010, the parties filed a joint motion to 

stay all proceedings and deadlines pending the courti's ruling on the 

motions for summary judgment On Febmary 2, 2010, the motion to 

stay was granted, although the trial is still set to commence on 

January 10, 2011. 

On July 3 1 , 2009, the EPA served a request for information 

under section 114 of the CAA on Duke Energy, Duke Energy Ohio 
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and Duke Energy Business Sen/ices, Inc., requesting information 

pertaining to various maintenance projecte and emissions and 

operations data relevant to tiie Miami Fort and W.C. Beckjord stations 

in Ohio. Duke Energy's objections and responses to the EPA's section 

114 request were tiled on September 28, 2009 and Duke Energy 

continues to provide Information to the EPA. 

It is not possible to estimate the damages, If any, tiiat Duke 

Energy might incur in connection with the unresolved matters 

discussed above. Ultimate resolution ofthese matters relatingto NSR, 

even in settlement, could have a material adverse effect on Duke 

Energy's consolidated resulte of operafions, cash flows or financial 

position: However, Duke Energy will pursue appropriate regulatory 

ti'eatment for any coste Incurred In connection with such resolution. 

Duke Energy Carolinas' Cliffside Unit 6 Permit. 

On July 16, 2008, the Southern Alliance fbr Clean Energy, 

Environmental Defense Fund, National Parks Consen/ation 

Association, Natural Resources Defenses Council, and Sierra Club 

(collectively referred to as Citizen Groups) filed suit In federal court 

alleging that Duke Energy Caroiinas violated the CAA when it 

commenced construction of Cliffeide Unit 6 at Cliffeide Steam Station 

in Rutherford County, North Carolina witiiout obtaining 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 consti'uction at the 

plant as well as civil penalties in the amount of up to $32,500 per 

day for each alleged violation. In July 2008, Duke Energy Carolinas 

voluntarily performed a MACT assessment of air emission conti-ols 

planned for Cliffside Unit 6 and submlflsd the resulte to the DENR. 

On August S, 2008 the plaintiffe filed a motion for summary 

judgment. On December 2, 2008, the Court granted summary 

judgment in favor of the Plaintiffe and entered judgment ordering 

Duke Energy Carolinas to initiate a MACT process before the DAQ. 

The court did not order an injunction against further construction, but 

retained jurisdiction to monitor the MACT proceedings. On 

December 4, 2008, Duke Energy Carolinas submitted ite MACT filing 

and supporting information to the DAQ specifically seeking DAQ's 

concurrence as a threshold matter that construction of Cliffside Unit 6 

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 nofice 

of appeal to the Fourth Circuit Court of Appeals of tiie Courtfs 

December 2, 2008 order to reverse the Court's determination tiiat 

Duke Energy Carolinas violated the CAA. The DAQ issued the revised 

permit on March 13, 2009, as discussed above. Based upon DAQ's 

minor-source determination, Duke Energy Carolinas filed a motion 

requesting that the court abstain from further action on the matter 

and dismiss the plaintiffs' complaint The court granted Duke Energy 

Carolinas motion to abstain and dismissed the plaintiffs' complaint 

without prejudice. On August 3, 2009, plaintiffs filed a notice of 

appeal of the courî s order and Duke Energy Carolinas likewise 

appealed on the grounds, among others, that the dismissal should 

have been with prejudice to any future filing. 

It is not possible to predict witii certainty whether Duke Energy 

Carolinas will incur any liability or to estimate the damages, if any, 

that Duke Energy Carolinas might incur In connection with this 

matter. To the extent tiiat a court of proper jurisdiction halte 

construction of the plant, Duke Energy Carolinas will seek to meet 

customers' needs for power through other resources. In addition, . 

Duke Energy Carolinas will seek appropriate regulatory treatinent for 

tiie Investment in the plant 

Carbon Dioxide (CO )̂ Litigation. 

In July 2004, the states of Connecticut, New York, California, 

Iowa, New Jersey, Rhode Island, Vermont, Wisconsin and the City of 

New Yod< brought a lawsuit in tiie U.S. District Court for the Southem 

District of New York against Cinerg/, American Electric Power 

Company, Inc, American Electric Power Service Corporation, The 

Southem i^mpany, Tennessee Valley Authority, and Xcel Energy Inc, 

A similar lawsuit was filed in the U,S. District Court for the Southern 

District of New York against the same companies by Open Space 

Institote, Inc., Open Space Conservancy, Inc., and The Audubon 

Society of New Hampshire, These lawsuite allege that the defendante' 

emissions of 00^ from the combustion of fossil fuels at elecfi-lc 

generating facilities contribute to global warming and amount to a 

public nuisance. The complainte also allege that tiie defendante could 

generate tiie same amount of electricity while emitting significantiy 

less C02. The plaintiffs are seeking an injunction requiring each 

defendant to cap ite COj emissions and then reduce them by a 

specified percentage each year for at least a decade. In September 

2005, the District Court granted the defendante' motion to dismiss 

the lawsuit. The plaintiffs have appealed this ruling to the Second 

Circuit Court of Appeals, Oral argumente were held before the Second 

Circuit Court of Appeals on June 7, 2006. In September, 2009, the 

Court of Appeals issued an opinion reversing the district court and 

reinstating tiie lawsuit Defendante filed a petition' for rehearing en 

banc. It is not possible to predict with certainty whether Duke Energy 

will incur any liability or to esfimate tiie damages, if any, that Duke 

Energy might incur In connection with this matter. 

Alaskan Global Warming Lawsuit. 

On February 26, 2008, plaintiffs filed suit against Peabody Coal 

and various oil and power company defendante, including Duke 

Energy and certain of ite subsidiaries. Plaintiffs, the governing bodies 

of an Inupiat village In Alaska brought the action on their own behalf 

and on behalf of the village's approximately 400 residents. The 

lawsuit alleges tiiat defendante' emissions of CO2 contributed to global 

warming and constitute a private and public nuisance. Plaintiffs also 

allege that certain defendante, including Duke Energy, conspired to 

mislead tiie public with respect to global warming. Plaintiffs seek 

unspecified monetary damages, attorney's tees and expenses. On 

June 30, 2008, the defendante filed a motion to dismiss on 

jurisdictional grounds, together with a motion to dismiss the' 
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conspiracy claims. On October 15, 2009, the District Court granted 

defendants motion to dismiss and plaintiffe filed a notice of appeal. It 

IS not possible to predict wltii ceri^lnty whether Duke Energy will 

incur any liability or to estimate the damages, if any, tiiat Duke 

Energy might Incur In connection with tiiis matter. 

Hurricane Katrina Lawsuit 

In April 2006, Duke Energy and Cinergy were named in the 

third amended complaint of a purported classaction lawsuit filed In 

the U.S. District Court for the Southern Disti'ict of Mississippi, 

plaintiffs claim that Duke Energy and Cinergy, along with numerous 

other utilities, oil companies, coal companies and chemical 

companies, are liable for damages relating to losses suffered by 

victims of Hurricane Katrina, Plaintiffs claim that defendante' 

greenhouse gas emissions contributed to tiie frequency and intensity 

c)f storms such as Hurricane Katrina, On August 30, 2007, the court 

dismissed the case and plaintiffe filed a notice of appeal'. In October 

2009, the Court of Appeals Issued an opinion reversing file district 

court and reinstafing the lawsuit Defendante filed a petition for 

rehearing en banc. It is not possible to predict with certainty whether 

puke Energy will incur any liability or to estimate the damages, if 

any, that Duke Energy might incur in connection with tiife matter, 

price Reporting Cases. 

A total of 13 lawsuite have been filed against Duke Energy 

affiliates and other energy companies, Ofthe 13 lawsuite, 11 have 

tieen consolidated into a single proceeding, Including the case 

originally filed in Wisconsin state court in March 2009. In February 

2003, the judge In this proceeding granted a motion to dismiss one 

of the cases and entered judgment in favor of DETM, Plaintiffe' 

niotlon to reconsider was, in large part, denied and on January 9, 

2009, thecourt ruled that plaintiffe Jacked standing to pursue their 

remaining claims and granted certain defendants' motion for 

summary judgment. In February 2009, the same judge dismissed 

Duke Energy Carolinas from that case as well as four other of the 

consolidated cases. In November 2(X)9, the judge granted 

Defendants' motion for reconsideration ofthe denial of Defendante' 

summary judgment motion in two of the remaining 10 cases to 

which Duke Energy affiliates are a party. In December 2009, 

plainti'fls In the consolidated cases filed a motion to amend their 

complainte in tiie individual cases to add a claim for treble damages 

under the Sherman Act, Including additional factual allegations 

r^arding fraudulent concealment of defendante' a l l ied ly 

conspiratorial conduct. 

One case was filed In Tennessee state court, which dismissed 

the case based on the filed rate doctrine and federal preemption 

grounds. That case was appealed to tiie Tennessee Court of Appeals, 

which reversed this lower couri: ruling in October 2008, Defendante' 

application for permission to appeal to the Tennessee Supreme Court 

was granted and oral argument occurred In November 2009. On 

January 13, 2009, another case pending in Missouri state court, 

was dismissed on the grounds that the plaintiff lacked standing to 

bring the case and the plaintiff's appeal was heard by the Missouri 

Court of Appeals in November 2009, In December 2009, the Court 

of Appeals affirmed the ti'ial court ruling. On February 2, 2010, 

plaintiffs' motion for rehearing and application for transfer to the 

Missouri Supreme Court was denied, Plalnti'ffs have filed a motion to 

transfer directly for the Missouri Supreme Court. Each ofthese cass 

contains similar claims, that tiie respective plalntifls, and the classes 

tiiey claim to represent were harmed by the defendante' a l l ied 

manipulation ofthe natural gas mart<ete by various means, including 

providing false information to natural gas ti^ade publications and 

entering into unlavrful arrangemente and agreemente In violation of 

the antlttust laws ofthe respective states. Plalntifls seek damages in 

unspecified amounte. 

A settlement agreement was executed with the class plaintiffs In 

five of the 11 consolidated cases In September 2009, The settlement 

did not have a material adverse effect on Duke Energy's consolidated 

resulte of operations, cash flows or financial position. It is not possible 

to predict with certainty whether Duke Energy will incur any liability 

or to estimate the damages, ff any, that Duke Energy might Incur in 

connection with the remaining matters. 

Western Electricity Litigation. 

Plaintiffs, on behalf of themselves and others. In three lawsuits 

allege tiiat Duke Energy affiliates, among other energy companies, 

artificially inflated the price of electricity in certain westem states. Two 

of the cases were dismissed and plaintiffs appealed to the U.S. Court 

of Appeal for the Ninth Circuit. Of those t//o cases, one was 

dismissed by agreement in March 2007. In November 2007, the 

court Issued an opinion affirming dismissal ofthe other case, 

plaintiffe' motion for reconsideration was denied and plaintiffe did not 

file a petition for certiorari to the Supreme Court. Plaintiffs in the 

remaining case seek damages in unspecified amounte. It is not 

possible to predict with certainty whether Duke Energy will incur any 

liability or to estimate the damages, If any, tiiat Duke Energy might 

Incur in connection with these lawsuite, but Duke Energy does not 

presently believe the outcome of these matters will have a material 

adverse effect on ite consolidated resulte of operations, cash flows or 

financial position. 

Duke Ene i^ Retirement Casli Balance Plan. 

A class action lawsuit was filed In federal court in South 

Carolina against Duke Energy and the Duke Energy Retirement Cash 

Balance Plan, alleging violations of Employee Retirement Income 

Security Act (ERISA) and the Age Discrimination in Employment Act 

(ADEA). These allegations arise out of the conversion of tiie 

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 provisions (i.e., the calculation of Interest rate credite in 

1997 and 1998 and the calculation of lump-sum distributions). The 
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plaintiffs seek to represent present and former participants in the 

Duke Energy Retirement Cash Balance Plan. This group Is estimated 

to Include approximately 36,000 persons. The plaintiffe also seek to 

divide the putative class into sub-classes based on age. Six causes of 

action are alleged, ranging from age discrimination, to various alleged 

ERISA violations, to allegations of breach of fiduciary duty. Plaintiffe 

seek a broad array ot remedies, including a retroactive reformation of 

tiie Duke Energy Retirement Cash Balance Plan and a recalculation 

of partidpante'/ beneficiaries' benefite under the revised and reformed 

plan. Duke Energy filed ite answer In March 2006. A portion of this 

contingent liability was assigned to Spectra Energy In connection with 

the spin-off in January 2007, A hearing on the plainfiffs' motion to 

amend the complaint to add an additional age discrimination claim, 

defendant's motion to dismiss and the respective motions for 

summary judgment was held In December 2007. On June 2, 2008, 

the court issued its ruling denying plaintiffe' 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, 2009, tiie court issued its order 

certitylng classes for three of tiie remaining claims but not certifying 

their claims as to plaintiffs' fiduclaiy duty claims. At an unsuccessful 

mediation in September 2008, Plaintiffs quantified their claims as 

being in excess of $150 million, ff fe not possible to predict with 

certainty the damages, if any, that Duke Energy might Incur in 

connection with thfe matter. 

Ohio Antitrust Lawsuit 

In January 2008, four plaintiffs, including Individual, industrial 

and non-profit customers, filed a lawsuit against Duke Energy Ohio in 

federal court In tiie Southern Disttict of Ohio. Plaintiffs allege tiiat 

Duke Energy Ohio (then The Cincinnati Gas & Electi'ic Company 

(CG&E)), conspired to provide Inequitable and unfair price 

advantages for certain large business consumers by entering Into 

non-public option agreements with such consumers in exchange for 

their wittidrawal of challenges to Duke Energy Ohio's (then CG&E's) 

pending RSP, which was implemented in eariy 2005. Duke Energy 

Ohio denies the allegations made In the lawsuit Following Duke 

Energy Ohio's filing of a motion to dismiss plaintiffs' claims, plaintiffs 

amended their complaint on May 30, 2008. Plaintiffs now contend 

tiiat the contracte at issue were an Illegal rebate which violate 

antitmst and Racketeer Influenced and Corrupt Organizations (RICO) 

statutes. Defendants have again moved to dismiss the clair^s. On 

March 31 , 2009, the Dlsti-ict Court granted Duke Energy Ohio's 

motion to dismiss. Plaintiffe have filed a motion to alter or set aside 

the judgment. 

Duke Energy International Paranapanema Lawsuit 

On July 16, 2008, Duke Energy International Geracao 

Paranapanema S.A. (DEIGP) filed a lawsuit in the Brazilian federal 

court challenging the merite of two resolutions promulgated by the 

Brazilian electricity regulatory agency (ANEEL) (collectively, the 

"Resolutions"). The Resolutions purport to Impose additional 

transmission fees (retroactive to July 1, 2004 and effective through 

June 30, 2009) on generation companies located in tiie Slate of Sao 

Paulo for utilization of the eiectric transmission system. The new 

assessmente are based upon a flat-fee charge that falls to take Into 

account the locational usage by each generator. DEIGP has been 

assessed approximately $45 million, Inclusive of Interest DEIGP 

challenged the assessment in Brazilian federal court. Based on 

DEIGP's continuing refosal to tender payment ofthe disputed sums, 

on April 1, 2009, ANEEL assessed an additional fine against DEIGP 

In tiie amount of approximately $7 million. DEIGP filed a request to 

enjoin payment of the fine and for an expedited decision on the 

merite iDr, alternatively, a result that all disputed sums be deposited In 

tiie courî s registry In lieu of direct payment to the distribution 

companies. 

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 court̂ s order, DEIGP was required to make 

payment directly to the distribution companies on the approximate 

$45 million assessment pending resolution on the merite, As a result 

ofthe court's ruling, in the second quarter of 2009, DukeEnergy 

recorded a pre-tax charge of approximately $33 million associated 

with this matter. The court's ruling also allowed DEIGP to make 31 

monttily installment paymente on the outetanding obligation, DEIGP 

filed an appeal and on August 28, 2009, the order requiring 

installment paymente was modified to allow DEIGP to deposit the 

disputed portion, which was most offiie assessed amount Into an 

escrow account pending resolution on the merite. 

Asbestos-related Injuries and Damages Claims. 

Duke Energy has expenenced numerous claims for 

indemnification and medical cost reimbursement relating to damages 

for t)odlly injuries alleged to have arisen from the exposure to or use 

of asbestos in connection with construction and maintenance 

activities conducted by Duke Energy Carolinas on Ite electric 

generation plante prior to 1935. 

Amounte recognized as asbestos-related reserves related to 

Duke Energy Carolinas In tiie Consolidated Balance Sheete totaled 

approximately $980 million and $1,031 million as of DecemberSl, 

2009 and 2008, respectively, and are classifled in Other within 

Deferred Credlte and Other Liabilifies and Other witiiln Current 

Liabilities. These resen/es are based upon the minimum amount In 

Duke Energy's best estimate of the range of loss for current and future 

asbestos claims through 2027. Management believes that it is 

possible tiiere will be additional claims filed against Duke Energy 

Carolinas after 2027. In light ofthe unceri:alnties inherent In a longer-

term forecast, management does not believe that they can reasonably 

estimate the indemnity and medical coste that might be incurred after 

2027 related to such potential claims. Asbestos-related loss estimates 

incorporate anticipated inflation, if applicable, and are recorded on an 
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undiscounted basis. These resen/es are based upon current estimates 

and'are subjectto greater uncertainty as the projection period 

lengthens. A significant upward or downward ti'end in the number of 

claims filed, tiie natore of the alleged injury, and the average cost of 

resolving each such claim coutd change our estimated liability, as 

could any substantial adverse or favorable verdict at trial. A federal 

legislative solution, further state tort reform or structured settlement 

transactions could also change the estimated liability, Given the 

uncertainties associated with projecting matters Into the future and 

numerous other factors outeide our control, management believes 

that It is possible Duke Energy Carolinas may Incur asbestos liabilities 

in excess of the recorded resen/es. 

Duke Ener^ 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 Energy Carolinas' cumulative payments began to exceed the 

self Insurance retention on Ite Insurance policy during the second 

quarter of 2008. Future paymente up to the policy limit will be 

reimbursed by Duke Energy's third party insurance carrier. The 

Insurance policy limit for potential futijre insurance recoveries for 

Indemnification and medical cost claim paymente is $1,051 million 

In excess ofthe self Insured retention. Insurance recoveries of 

approximately $984 million and $1,032 million related to thfe policy 

are classified in the Consolidated Balance Sheete in Other within 

Investments and Other Assete and Receivables as of DecemberSl, 

2009 and 2008, respectively. Duke Energy is not aware of any 

uncertainties regarding the l^al sufliciency of insurance claims. 

Management believes the Insurance recovery asset Is probable of 

recovery as the insurance carrier continues to have a strong financial 

strength rating. 

Duke Eneigy Indiana and Duke Energy Ohio have also been 

named as defendante or co-defendants in lawsuite related to asbestos 

at their electric generafing stations. The Impact on Duke Energ/'s 

consolidated results of operations, cash flov^ or financial position of 

these cases to date has not been material. Based on estimates under 

varying assumptions concerning uncertainties, such as, among 

others: (1) the number of conti'actors potentially exposed to asbestos 

during construction or maintenance of Duke Energy Indiana and 

Duke Energy Ohio generating plante; (11) the possible Incidence of 

various illnesses among exposed wort<ers, and (iii) the potential 

settlement coste without federal or other legislation that addresses 

asbestos tort actions, Duke Energy estimates that the range of 

reasonably possible exposure In existing and future suits over the 

foreseeable future fe not material. This estimated range of exposure 

may change as additional settlemente occur and claims are made 

and more case law is established. 

Other Litigation and Legal Proceedings. 

Duke Energy and ite subsidiaries are involved in other legal, tax 

and "regulatory proceedings arising in tiie ordinary course,of business, 

some of which Involve substential amounte. Duke Energy believes 

that the final disposition ofthese proceedings will not havea material 

adverse effect on Ite consolidated resulte of operations, cash flows or 

financial position. 

Duke Energy has exposure to certain legal matters that are 

described herein. As of December 31 , 2009 and 2008, DukeEnergy 

has recorded reserves, including reserves, related to the 

aforementioned asbestos-related injuries and damages claims, of 

approximately $1 biliion and $1.1 billion, respectively, for these 

proceedings and exposures. These reserves represent managements 

best estimate of probable loss as defined in the accounting guidance 

for contingencies. Duke Energy has Insurance coverage for certain of 

tiiese losses incurred. As of December 3 1 , 2009 and 2008, Duke 

Energy recc^ized approximately $984 million and $1,032 million, 

respectively, of probable Insurance recoveries related to these losses, 

Duke Energy expenses legal coste related to the defense of loss 

contingencies as incurred. 

Other Commitments and Contingencies 

DEGS of Narrows, L.L.C. Investigation. 

In October 2006, Duke Energy began an intemal investigation 

into improper data reporting to the EPA regarding air emissions under 

the NO^ Budget Prog-am at Duke Energy's DEGS of Narrows, L.L,C. 

power plant facility In Narrows, Virginia. The Investigation has 

revealed evidence of falsification of data by an employee relating to 

the quality assurance tesfing of Ite continuous emissions monitoring 

system to monitor heat input and NO^ emissions. In December 

2006, Duke Energy voluntarily disclosed tiie potential violations to 

the EPA and Virginia Department of Environmental Quality (VDEQ), 

and in January 2007, Duke Energ/ made a full written disclosure of 

the Investigation's findings to the EPA and the VDEQ. In December 

2007, the EPA Issued a nofice of violation. On March 19, 2009, the 

EPA advised that It will not pursue criminal charges against Duke 

Energy, and negotiations can resume resolving the civil violation of 

the CAA Identified In the December 2007 notice of violation. Duke 

Energy has taken appropriate disciplinary action, including 

termination, wffh respect to the employees Involved witii the false 

reporting. It Is not possible to predict with ceri:alnty whether Duke 

Energy will incur any liability or to estimate the damages, if any, ttiat 

Duke Energy might incur in connection with this matter. DEGS has 

reached an agreement in principle to settle the CAA civil violation for 

an amount tfiat is not material. 

General. 

As part of Ite normal business, Duke Energy fe a party to various 

financial guarantees, performance guarantees and other contractoal 

commitmente to extend guarantees of credit and other assistance to 

various subsidiaries, investees and other third parties. To varying 

degrees, tiiese guarantees Involve elemente of performance and credit 

risk, which are not Included on the Consolidated Balance Sheete, The 

possibility of Duke Energy having to honor ite contingencies is largely 
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dependent upon foture operations of various subsidiaries, investees 

and other third parties, or the xcurrence of certain future evente. For 

forther information see Note 17. 

In addition, Duke Ener^ enters into various fixed-price, 

non-cancelable commitments to purchase or sell power (tolling 

arrangemente or power purchase contracte), take-or-pay 

arrangemente, transportation or throughput agreemente and other 

contracte that may or may not be recognized on the Consolidated 

Balance Sheete. Some of tiiese arrangemente may be recognized at 

market value on the Consolidated Balance Sheete as trading contracte 

or qualitying hedge positions. 

Operating and Capital Lease Commitments 

Duke Energy leases assete in several areas of Ite operations. 

Consolidated rentel expense for operating leases included in income 

from continuing operations was $129 million in 2009, $154 million 

in 2008 and $133 million in 2(X)7 which is Included in Operation, 

Maintenance and Other on the Consolidated Statemente of 

Operations. Amortizafion of assete recorded under capitel leases is 

Included in Depreciation and Amortization on the Consolidated 

Statemente of Operations, The following fe a summary of futijre 

minimum lease paymente under operating leases, which at inception 

had a non-cancelable term of more than one year, and capital leases 

asof DecemberSl, 2009: 

Operating Capital 
(in millions) Leases Leases 

2010 
2011 
2012 
2013 
2014 
Thereafter 

$108 
78 
64 
52 
37 
197 

$ 26 
29 
27 
25 
22 
119 

Total future minimum lease paymente $536 $248 

17. GUARANTEES AND INDEMNIFICATIONS 

Duke Energy and ite subsidiaries have various financial and 

performance guarantees and Indemnifications which are issued in the 

normal course of business. As discussed below, tiiese contracte 

include performance guarantees, stend-by letters ofcredit, debt 

guarantees, surety bonds and indemnifications. Duke Energy and ite 

subsidiaries enter into ttiese arrangemente to facilitate commercial 

transactions with third parties by enhancing the value of tiie 

transaction to the third party. 

As discussed in Note 1, on Januaiy 2, 2007, Duke Energy 

completed the spin-off of Ite natural gas businesses to shareholders. 

Guarantees that were issued by Duke Energy, Cinergy or International 

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 (Specti'a Capital) or ite affiliates 

prior to the spin-off remained with Spectra Capital subsequent to the 

spin-off, except for certain guarantees that are in the process of being 

assigned to Duke Energj*. During tills assignment period, Duke 

Energy has indemnified Specti'a Capital against any losses incurred 

under these guarantee obligations. The maximum potential amount 

of future paymente associated witti the guarantees Issued by Spectra 

Capitel is approximately $250 million. 

Duke Energy has issued performance guarantees to customers 

and ottier third parties that guarantee the payment and performance 

of other parties, including certain non-wholly-ovmed entities, as well 

as guarantees of debt of certain non-consolidated entities and less 

than wholly-owned consolidated entities- If such entities were to 

default on paymente or performance, Duke Energy would be required 

under the guarantees to make paymente on the obligations of the less 

than wholly-owned entity. The maximum potential amountof foture 

paymente Duke Energy could have been required to make under 

th^e guarantees as of December 3 1 , 2009 was approximately 

$455 million. Of this amount approximately $195 million relates to 

guarantees issued on behalf of less ttian wholly-owned consolidated 

entities, with the remainder related to guarantees Issued on behaff of 

third parties and unconsolidated affiliates of Duke Energy, 

Approximately £285 million of the guarantees expire between 2010 

and 2021, with the remaining performance guarantees having no 

contractual expiration-. 

Included in the maximum potenfial amount of foture paymente 

discussed above fe approximately $61 million of maximum potential 

amounte of future paymente associated with guarantees issued to 

customers or otiier third parties related to tiie payment or 

performance obligations of certain entities that were previously 

wholly-owned by Duke Energy but which have been sold to third 

parties, such as DukeSolutions, Inc. (DukeSolutions) and Duke 

Engineering & Services, Inc. (DE&S). These guarantees are primarily 

related to payment of lease obli^tions, debt obligations, and 

performance guarantees related to provision of gOods and sen/Ices. 

Duke Energy has received back-to-back Indemnification from the 

buyer of DE&S indemnifying Duke Energy for any amounte paid 

related to the DE&S guarantees. Duke Energy also received 

indemnification from the buyer of DukeSolutions for the first 

$2.5 million paid by Duke Energy related to the DukeSolutions 

guarantees. Further, Duke Energy granted Indemnification to the buyer 

of DukeSolutions with respect to losses arising under some energy 

sen/ices agreemente retained by DukeSolutions after the sale, provided 

ttiat the buyer agreed to bear 100% of the performance risk and 50% 

of any other risk up to an aggregate maximum of $2.5 million (less 

any amounte paid by the buyer under tiie indemnity discussed 

above). Additionally, for certain performance guarantees, Duke Energy 

has recourse to subcontractors involved in providing services to a 

customer. These guarantees have various terms ranging from 2012 to 

2021, with othei^ having no specific term. 

Duke Energy has guaranteed certain issuers of surety bonds, 

obligating iteeff to make payment upon ttie failure of a non-wholly-

owned entity to honor Ite obligations to a third party, as well as used 
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bank-issued stand-by leti:ers of credit to secure tiie performance of 

non-wholly-owned entities to a third party or customer. Under ttiese 

arrangemente, Duke Energy has payment obligations which are . 

triggered by a draw by the third party or customer due to the failure of 

the non-wholly-owned entity to perform according to the terms of ite 

underiying contract. Substentially all ofthese guarantees issued by 

Duke Energy relate to projecte 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 recorded a charge of approximately 

$26 million associated with these obligations, which represented 

Duke Energy's best estimate of ite exposure under these guarantee 

obligations. At the time the charge was recorded, tiie face value of the 

guarantees was approximately $70 million, which has since been 

reduced to approximately $50 million as of December 3 1 , 2009 as 

Crescent continues to complete some of ite obligations under these 

guarantees. 

Duke Energy has entered Into various indemnification 

agreemente related to purchase and sale agreemente and otiier types 

of contractual agreemente with vendors and other third parties. These 

agreemente typically cover environmentel, tex, litigation and otiier 

matters, as well as breaches of representations, warranties and 

covenante. Typically, claims may be made by third parties for various 

periods of time, depending on the natijre of the claim. Duke Energy's 

potential exposure under these indemnification agreemente can range 

from a specified amount, such as the purchase price, to an unlimited 

dollar amount, depending on the natore.of the claim and the 

particular transaction. Duke Energy is unable to estimate tiie totel 

potential amount of future paymente under these Indemnification 

agreemente due to several factors, such as the unlimited exposure 

under certain guarantees. 

At December 31 , 2009, ttie amounte recorded on the 

Consolidated Balance Sheete for the guarantees and indemnifications 

mentioned above, including performance guarantees associated with 

projecte at Crescent for which it Is probable that Duke Energy v l̂ll be 

required to perform, fe approximately $35 million. This amount is 

primarily recorded in Other within Deferred Credite and Other 

Liabilities on tiie Consolidated Balance Sheete. 

18. EARNINGS PER SHARE 

Basic earnings per share (EPS) Is computed by dividing net 

Income attributable to Duke Energy common stockholders, adjusted 

for distributed and undistributed earnings allocated to participating 

securities, by the weighted-average number of common shares 

outetending during the period. Diluted EPS fe computed by dividing 

net Income attributable to Duke Energy common stockholders, as 

adjusted, by the diluted weighted-average number of common shares 

outetending during the period. Diluted EPS reflecte the potential 

dilution that couid occur if securities or otiier agreemente to issue 

common stock, such as stock options, phantom shares and stock-

based performance unit awards were exercised or settled. 

Effective January 1, 2009, Duke Energy began applying revised 

accounting ^idance for EPS related to participating securities, 

whereby unvested share-based payment awards that have 

non-forieiteble righte to dividends or dividend equivalente (whetiier 

paid or unpaid) when dividends are paid to common stockholders, 

irrespective of whether the award ultimately veste, constitute 

participation righte and should be included in the computefion of 

basic EPS using the two-class method. All prior pehod EPS date was 

retrospectively adjusted to conform to these revised accounting 

provisions. 
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The following teble lllusfi-ates Duke Energy's basic and diluted EPS calculations and reconciles the weighted-average number of common 

shares outetending to the diluted weighted-average number of common shares outstending for the years ended December 31 , 2(X)9, 2008, 

and 2007. 

(in miiiions, except per share amounte) 
Average 

income Shares EPS 

2009 
Income from continuing operati'ons attributable to Duke Energy common shareholders, as adjusted for participating 

securities — basic 

Effect of dilutive securities: 
Stock options, phantom, performance and unvested stock 

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for part:icipating 

securities — diluted 

$1,061 1,293 $0.82 

1 

$1,061 1 3 4 $0.82 

2008 

Income from continuing operations attributeble to Duke Eners' common shareholders, as adjusted for participating 
securities — basic 

Effect of dilutive securities; 
Stock options, phantom, performance and restricted stock 

(ncome from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating 
securities ^d i l u ted 

2007 
Income from continuing operations attributable te Duke Energy common shareholders, as adjusted for participating 

securities — basic 

Effect of dilutive securities: 
Stock options, phantom, performance and restricted stock 
Contingently convertible bond 

Income from continuing operations aflributeble to Duke Energy common shareholders, as adjusted for participating 
securities — diluted 

$1,276 1,265 $1.01 

2 

$1,276 1,267 $1,01 

$1,518 1,260 $1,21 

$1,518 1,265 $1.20 

As of December 31 , 2009, 2008 and 2007, approximately 

20 million, 15 million and 13 million, respectively, of stock options, 

unvested stock and performance awards were not Included in tfie 

"effect of dilutive securities" in tiie above table because either tiie 

option exercise prices were greater than the average market price of 

tiie common shares during tiiose periods, or perfonnance measures 

related to the awards had not yet been met. 

Begnning in the fourth quarter of 2008, Duke Energy began 

issuing authorized but previously unissued shares of common stock 

to fulfill obligations under ite Dividend Reinvestiment Plan (DRIP) and 

other internal plans, Including 401(k) plans, Duringthe years ended 

December 3 1 , 2009 and 2008, Duke Energy received proceeds of 

approximately $494 million and $100 million, respectively, from tfie 

sale of common stock associated with these plans. 

During 2010, Duke Energy anticipates Issuing approximately 

$400 million of additional authorized but previously unissued shares 

of common stock under ite DRIP and ottier internal plans. 

19. STOCK-BASED COMPENSATION 

For employee awards, equity classified stock-based 

compensation cost is measured at the grant date, based on the fair 

value of the award, and is recognized as expense or capitalized as a 

component of property, plant and equipment over the requisite 

sen/ice period. 

Duke Energy's 2006 Long-Tenn Incentive Plan (the 2006 Plan) 

reserved 60 million shares of common stixk for awards to employees 

and outeide directors. The 2006 Plan superseded the 1998 Long-

Term Incentive Plan, as amended (tiie 1998 Plan), and no additional 

grante will be made from the 1998 Plan. Under the 2006 Plan, the 

exercise price of each option granted cannot be less than the market 

price of Duke Energy's common stock on the date of grant and tiie 

maximum option term fe 10 years, The vesting periods range from 

Immediate to five years. Duke Energy has historically Issued new 

shares upon exercising or vesting of share-based awards. In 2010, , 

Duke Energy may use a combination of new share issuances and 

open market repurchases for share-based awards which are exercised 

or become vested; however Duke Energy has not determined with 

cerialnty the amount of such new share issuances or open market 

repurchases. 

The 2006 Plan allows for a maximum of 15 million shares of 

common stock to be Issued under various stxk-based awards other 

than options and stock appreciation righte. 
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stock-Based Compensation Expense 

Pre-tex stock-based compensation expense recorded in the 

Consolidated Statemente of Operations is as follows: 

(In millions) 

For the Years Ended 
DecemberSl, 

2009<^ 200& '̂ 2007 

Stock Options 
Phantom Awards 
Performance Awards 
Other Stock Awards 

$ 2 $ 2 $ 5 
17 17 20 
20 23 12 

1 1 2 

Total $40 $43 $39 

(a) Excludes stock-based compensatton cost capitalized as a component of property, plant 
and equipment of apptO>'if™tely $4 million and $3 million f a ttie years ended 
December 3 1 , 2009 and 2008, respectively. 

The tex benefit associated with the stock-based compensafion 

expense for the years ended DecemberSl, 2009, 2008 and 2007 

was approxiniately $16 million, $17 million and $15 miiiion, 

respectively. 

Stock Option Activity 

Outstanding at 
December 31, 2008 

Granted 
Exercised 
Forfeited or expired 

Outstanding at 
DecemberSl, 2009 

Exercisable at 
DecemberSl, 2009 

Options Expected to Ve5t 

Weighted-

Options 
(In thousands) 

19,790 
603 

(1,822) 
(1,265) 

17,306 

16,703 

603 

Weighted-
Average A^regate 

Average Remaining Intrinsic 
Exercise 

Price 

$17 
15 
13 
17 

$18 

$18 

$15 

Life {in Value (In 
years) millions) 

3.1 $37 

2.8 $36 

9.1 $ 2 

On December 31 , 2008 and 2007, Duke Energy had 

approximately 19 million and 20 million exercisable options, 

respectively, with a weighted-average exercise price of approximately 

$17 at each date. The totel Intrinsic value of options exercised during 

the years ended December 3 1 , 2009, 2008 and 2007 was 

approximately $6 million, $11 miliion and $26 million, respectively, 

with a related tex benefit of approximately $2 miiiion, $4 million and 

$10 million, respectively, Cash received from options exercised 

during the years-ended December 3 1 , 2009, 2008 and 2007 was 

approximately $24 million, $30 million and $50 million, 

respectively. There were 603,015 stock options granted during the 

year ended December 31 , 2009, and no stock options granted 

during the years ended DecemberSl, 2008 or 2007. The options 

granted in 2009 were expensed Immediately, therefore, there is no 

future compensation cost associated with tiiese options. 

These assumptions were used to determine the grant date fair 

value of the stock options granted dunng 2009: 

Weighted-Average Assumptions for Optun Pncing 
Risk-free Interest rate'̂ ' 
Expected dividend yield̂ >̂ 
Expected life''̂ ' 
Expected volatility^' 

2.0% 
5.4% 

6.0 yrs. 
26,7% 

(a) Tfie risk free rate is based upon Die U.S. Treasury Constant Maturity rates as of the 
grant date. 

(b) The expected dividend yield is biased upon annualized dividends and the 1-year 
average closing stock price. 

(c} Theexpected term of options is derived from historical data. " 
(d) Volatility is based upon 50% hislorical and 50% implied volatiiity. Historic volatility is 

based on Duka Energy's historical volatility over ttie expected life using daily stxk 
prices, implied volatility is the average for all option contracts vjith a term greater than 
six nnontfis using the strike price closest to the stock price on the valuation date. 

Phantom Stock Awards 

Phantom stock awards issued and outstending under frie 2006 

Plan generally vest over periods from immediate to tiiree years. 

Phantom stock awards issued and outstanding under the 1998 Plan 

generally vest over periods from immediate to five years. Duke Energy 

awarded 1,095,935 shares {fair value of approximately $15 million, 

based on tiie mari<et price of Duke Energy's common stock at the 

grant date) during the year ended DecemberSl, 2009, 

973,515 shares (fair value of approximately $17 million based on 

the market price of Duke Energy's common stock at the grant date) 

during the year ended December31, 2008,and 1,163,180 shares 

(fair value of approximately $23 million based on the market price of 

Duke Energy's common stock at the grant date) during the year 

ended DecemberSl, 2007. 

The following table summarizes Information about phantom 

stock awards outstending at December 31, 2009: 

Shares 
{in thousands) 

Weighted Average Grant 
Date FairValue 

Number of Phantom Stock 
Awards; 

Outstanding at 
DecemberSl, 2008 2,446 

Granted 1,096 
Vested (1,108) 
Forfeited (68) 

Outstanding at December 31, 
2009 2,366 

Phantom Stock Awards 
Expected to Vest 2,286 

$22 
14 
21 
19 

$19 

$19 

The total grant date fair value of the shares vested during the 

yearsended DecemberSl, 2009, 2008 and 2007 was 

approximately $23 million, $20 million and $31 million, 

respectively. At DecemberSl, 2009, Duke Energy had approxi

mately $8 million of unrecognized compensation cost which Is 

expected to be recognized over a weighted-average period of 1.4 

years. 
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Performance Awards 

Stock-based awards issued and outstending under both the 

2005 Plan and the 1993 Plangenerallyvestoverthreeyearaif 

performance tergets are met. Vesting for certein stock-based 

performance awards can occur in three years, at the eariiest, if 

performance is met. Certein performance awards granted in 2009, 

2003 and 2007 contein 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 peribrmance-based 

share awards. The model uses three year historical 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 peri'ormance period. For each simulation, Duke Energy's relative 

TSR associated with the simulated stock price at the end ofthe 

performance period plus expected dividends within the period results 

in a value per share for the award portfolio. The average of these 

simulations is the expected portfolio value per share. Actual life to 

date results of Duke Ener^/'s relative TSR for each grant is 

incorporated within the model. Other peri'ormance awards not 

conteinlng market conditions were awarded in 2009, 2008 and 

2007. The performance goal for these awards Is Duke Energy's 

compounded annual growth rate (CAGR) of annual diluted EPS, 

adjusted for certain items, over a three year period. These awards are 

measured at grant date price, Duke Energy awarded 

3,425,244 shares (teir value of approximately $44 million) during 

the year ended December S1, 2009, 2,407,755 shares (fair value of 

approximately $37 million) during the year ended DecemberSl, 

2008, and 1,534,510 shares (fair value of approximately 

$23 million) during the year ended December 31 , 2007. 

The following teble summarizes information about stock-based 

peri'ormance awards outetending at December 3 1 , 2009: 

Number of Stock-based 
Performance Awards; 

Outstanding at 
DecemberSl, 2008 

Granted 
Vested 
Forfeited 

Outstanding at December 31, 
2009 

Stock-based Performance 
Awards Expected to Vest 

Shares Weighted Average Grant 
(In thousands) Date Fair Value 

4,980 $16 
3,426 13 

(1,069) 19 
(458) 16 

6,869 $14 

4,177 $14 

The total grant date fair value of the shares vested during the 

years ended December 3 1 , 2009, 2008 and 2007 was 

approximately $20 million, $20 million and $S4 million, 

respectively. At December 3 1 , 2009, Duke Energy had 

approximately $28 million of unrecognized compensation cost which 

is expected to be recognized over a weighted-average period of 

1.2 years. 

O^er stock Awards 

Other stock awards issued and outstending under the 1998 

Plan vest over periods from three to five years. There Were no other 

stock awards issued during the years ended DecemberSl, 2009, 

2008 or 2007. 

The following teble summarizes information about other stock 

awards outstending at December 31 , 2009: 

Shares 
(in thousands) 

Weighted Average Grant 
Date FairValue 

Number of Other Stock 
Awards:, 

Outstanding at 
Decetnber 31 , 2008 

Vested 
Forfeited 

Outstanding at DecemberSl, 
2009 

Other Stock Awards Expected 
to Vest 

219 
(48) 
(3) 

168 

162 

$29 
29 
28 

$28 

$28 

The totel fair value of the shares vested during the years ended 

December 3 1 , 2009, 2008 and 2007 was approximately 

$1 million, $2 million, and $2 million, respectively. At DecemberSl, 

2009, Ouke Energy had approximately $1 million of unrecognized 

compensation cost which is expected to be recognized over a 

weighted-average period of 1.0 year. 

20 . EMPLOYEE BENEFIT PLANS 

Defined Benefit Retirement Plans 

Duke Energy and its subsidiaries (including legacy Cinergy 

businesses) maintain qualifled, non-contributory defined benefit 

retirement plans. The plans cover most U.S. employees using a cash 

balance formula. Under a cash balance formula, a plan participant 

accumulates a retirement benefit consisting of pay credits that are 

based upon a percentege (which varies with age and years of service) 

ofcurrenteligible eamings and current interest credits. Certain legacy 

Cinergy U.S. employees are covered under plans that use a final 

average earnings formula. Under a final average earnings formula, a 

plan participant accumulates a retirement benefit equal to a 

percentege of their highest 3-year average earnings, plus a 

percentage of their highest 3-year average earnings in excess of 

cc f̂ered compensation per year of participation (maximum of 

35 years), plus a percentage of their highest 3-year average earnings 

times years of participation in excess-of 35 years. Duke Energy also 
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mainteins non-qualified, non-contributory defined benefit retirement 

plans which cover certain executives. 

Duke Energy's policy is to fund amounte on an actuarial basis to 

provide assets sufficient to meet benefit paymente to be paid to plan 

patti'cipante. During 2009, Duke Energy made contributions to ite 

U.S. qualified pensfon plans of approximately $800 miiiion. There 

were no contributions to the U.S. qualified pension plans during the 

yearended DecemberSl, 2008. DukeEnergy made a contribution 

of approximately $350 million to the legacy Cinergy qualified pension 

plans during tiie year ended December 31 , 2007. 

Actuarial gains and losses are amortized over the average 

remaining sen/ice period of the active employees. The average 

remaining sen/Ice period of active employees covered by the qualified 

retirement plans Is 11 years. The average remaining sen/Ice period of 

active employees covered by the non-quallfied 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 assete In a parijcular year on a sti'alght line basis over tiie 

next five years. 

Net periodic benefit costs disclosed in the tables below for the 

qualified, non-quallfied and other post-retirement benefit plans 

represent the cost of the respective benefit plan for the periods 

presented. However, portions of the net periodic benefit coste 

disclosed in the tebles below have been capitalized as a component 

of property, plant and equipment. 

As required by the applicable accounting rules, DukeEnergy 

uses a December 31 measurement date for its plan assets. 

Qualified Pension Plans 

Components of Net Periodic Pension Costs: Qualified Pension 

Plans 

(in millions) 

Service cost 
Interest cost on projected benefit 

obligation 
Expected retum on plan assets 
Amortization of prior service cost 
Amortization of loss 
Other 

Net periodic pension costs 

For the Years Ended 
DecemberSl 

2009< '̂ 

S 85 

257 
(362) 

7 
2 

17 

$ 6 

2008'3i 

$ 92 

254 
(340) 

7 
13 
20 

$ 46 

2007is> 

$ 96 

246 
(319) 

5 
32 
20 

$ 80 

(a) These amounts exclude approximately $10 miiiion, $13 million and £17 million for 
the years ended December 31, 2009, 2008 and 2007, respectively, of regulatory 
asset amortization resulting rrom purctiase accounting adjustments associated with • 
Duke Enei^'s merger wrth Cinerg in April 2006. 

Qualified Pension Plans — Other Clianges in Plan Assets and 

Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income 

and Regulatory Assets'̂ ) 

For the year ended 
(in millions) DecemberSl, 2009 

Regulatory assets, net decrease 
Accumulated other comprehensive (lncome)/loss 

Deferred Income tax asset 
Actuarial gain arising during 2009 
Prior service credit arising during 2009 
Amortization of prior year actuarial losses 
Amortization of prior year prior service cost 

$(22) 

9 
(8) 
(7) 
(1) 
(4) 

Net amount recognized in accumulated other 
comprehensive {income)/loss $(11) 

la) Excludes actuarial gains recognized in other accumulated comprehensive income of 
approximately $9 million, net of tax, associated with a Brazilian retirement plan. 

Recondliation of Funded Status to Net Amount Recognized: 

Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Sen/ice cost 
Interest cost 
Actuarial losses (gains) 
Plan amendments 
Obligation assumed iiDm plan merger 
Benefits paid 

2009 

$4,161 
85 

257 
415 

(9) 
7 

(221) 

2008 

$4,301 
92 

254 
(182) 

_̂  
— 

(304) 

Obligation at measurement date $4,695 $4,161 

The accumulated benefit obligation vi/as approximately 

S4,409 million and $3,823 million at December 3 1 , 2009 and 

2008, respectively. 

Asof and for tine Years 
Ended DecemberSl, 

(in millions) 2009 2008 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Assets received from plan merger 
Employer contributions 

$2,853 $ 4,321 
787 (1,164) 

(221) (304) 
5 — 

800 — 

Plan assets at measurement date $4,224 $2,853 
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Qualified Pension Plans — Amounts Recognized Jn the 

Consolidated Balance Sheets Consist of: 

(In millions) 

Accrued pension iiability 

Asof and for the Years 
Ended DecemberSl, 

2009 2008 

$(471) $(1,308) 

The following table provides the amounts related to Duke 

Energy's qualified pension plans that are reflected in Other within 

Regulatory Assets and Deferred Debits and AOCI on the Consolidated 

Balance Sheets at December 31 , 2009 and 2008: 

Asof DecemberSl, 

(in millions) 

Regulatory assets 
Accumulated otiier comprehensive (income) loss 

Deferred Income tax asset 
Prior service cost 
Net actuarial loss 

2009 

$909 

(206) 
27 

528 

2008 

$931 

(215) 
38 

537 

Net amount recognized in accumulated other 
comprehensive (income) losŝ î $ 349 $ 360 

(a) Excludes accumulated other comprehensive income t f approximately i 2 1 million and 
$12 million, respectively, net of tax, associated wrtti a Brazilian retiremerit plan. 

Of the amounts above, approximately $48 million of . . . 

unrecognized net actuarial loss and approximately $5 million of 

unrecognized prior sen/ice cost will be recognized In net periodic 

pension costs in 2010. 

Additional Information: 

Qualified Pension Plans — Infonnation for Rans with 

Accumulated Benefit Obligation in Excess of Plan Assets 

tin millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2009 2008 

$4,695 $4,161 
4,409 3,823 
4,224 2,853 

Qualifted Pension Plans — Assumptions Used for Pension Benefits 

Accounting 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase (graded by age) 

20O9 

5.50 
4.50 

2009 

2008 

6.50 
4.50 

2008 

2007 

6.00 
5.00 

2007 

DeteriniFted Expense 
Discount rate 
Salary increase 
Expected long-temi rate of retum on plan assets 

6.50 
4.50 
8.50 

6.00 
5.00 
8.50 

5.75 
5.00 
8.50 

The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on a yield 

cun/e approach. Under the yield cun/e approach, expected future 

benefit payments for each plan are discounted by a rate on a third-

party bond yield cun/e corresponding to each duration. The yield 

curve Is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum ofthe discounted cash flov^. 

Non-Qualified Pension Plans 

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

(In millions) 

FortheYears Ended 
DecemberSl, 

2009 2008 2007 

Sen/ice cost 
Interest cost on projected benefit obligation 
Amortization of prior service cost 
Amortization of actuarial loss 
Settlement credit 

$ 2 $ 2 $ 2 
10 10 10 
2 3 2 

(1) — -

Net periodic pension costs $13 $15 $14 

Non-qualified Pension Plans — Other Changes in Plan Assets and 

Projected Benefit Obligations Recognized in Accumulated Other 

Comprehensive Income 

(in millions) 
For the year ended 

December 31, 2009 

Accumulated other comprehensive (income)/loss 
Deferred Income tax asset 
Actuarial losses arising during 2009 
Amortization of prior year actuarial losses 
Amortization of prior year prior sen/ice cost 

$(4) 
15 
(1) 
(3) 

Net amount recognized in accumulated other 
comprehensive (income)/loss $ 7 

Reconciliation of Funded Status to Net Amount Recognized: 

Non-Qualified Pension Plans 

{In millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses (gains) 
Benefits paid 

As of and for the Years 
Ended December 31, 

2009 

$166 
2 

10 
14 

(19) 

2008 

$172 
2 

10 
(4) 

(14) 

Obligation at measurement date $173 $165 
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(in millions) 

Change In Fair Value of Plan Assets 

Benefits paid 
Employer contributions 

Plan assets at measurement date 

As of and fot the Yeats 

Ended December 3 1 , 

2009 2008 

${19) $(14) 
19 14 

$ - $ -

The accumulated benefit obligation w/as approximately 

$159 million and S154 million at December 3 1 , 2009 and 2008, 

respecti'/ely. 

Non-Qualrfied Pension Plans — Amounts Recognized in the 

Consolidated Balance Sheets Consist of: 

Asof December31, 

(in millions) 2009 2008 

Accrued pension liability* '̂ $(173) $(166) 

(a) Includes approximately $15 million and $20 million recognized in Ottier within Current 
Liabilities on the Consolidated Balance Sheets as of December 31, 2009 and 2008, 
respectively. 

The following table provides the amounts related to Duke 

Energy's non-quallfied pension plans that are reflected in AOCI on the 

Consolidated Balance Sheets at December 3 1 , 2009 and 2008: 

Asof December 31, 

(in millions) 

Accumulated other comprehensive (income) 
loss 

Deferred income tax asset 
Prior service cost 
Net actuarial loss (gain) 

2009 

$(7) 
12 
8 

2008 

$(3) 
15 
(6) 

Net amount recognized In accumulated other 
comprehensive (Income) loss $13 $ 6 

Of the amounts above, approximately $2 million of 

unrecognized prior sefvlce cost and approximately $1 million of 

unrecognized net actuarial loss will be recognized In net periodic 

pension costs in 2010. 

Additional Information: 

Non-Qualified Pension Plans — Information for Plans with 

Accumulated Benefit Obligation in Excess of Plan Assets 

(In milliofis) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2009 2008 

$173 $166 
159 154 

Non-Qualified Pensicm Plans — Assumptions Used for Pension 

Benefits Accounting 

(percentages) 

Benefit (^ligations 
Discount rate 
Salary Increase 

Detemiined Expense 
Discount rate 
Salary Increase 

2009 

5.50 
4.50 

2009 

6.50 
4.50 

2008 

6.50 
4.50 

2008 

6.00 
5.00 

2007 

6.00 
5.00 

2007 

5.75 
5.00 

The discount rate used to determine the current year pension 

obligation and follovi/ing year's pension expense is based on a yield 

cun/e approach. Under the yield cun/e 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 

cun/e is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A singe discount rate is calculated that would yield 

the same present value as the sum of the discounted cash flows. 

other Post-Retirement Benefit Plans 

Duke Energy and most of Its subsidiaries provide some health 

care and life insurance benelits for retired employees on a 

contributory and non-contributory basis. Employees 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 conthbutions to its other post-

retirement benefit plans In 2009 or 2008. During the year ended 

December 3 1 , 2007, Duke Eneigy contributed approximately 

S62 million to its other post-retirement benefit plans. 

These benefit costs are accrued over an employee's active 

setvice period to the date of full benefits eligibility. The net 

unrecognized transition obligation Is amortized over approximately 

20 years, Actuahal gains and losses are amortized over the average 

remaining service pehod of the active employees. The average 

remaining service period of the active employees covered by the plan 

is 12 years. 
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Components of Net Periodic Other Post-Retirement Benefit Costs 

FortheYears Ended 
DecemberSl, 

Reconciliation of Funded Status to Accrued Other Post-Retirement 

Benefrt Costs 

(in millions) 

Service ccst 
Interest cost on accumulated post-retirement 

benefit obligation 
Expected return on plan assels 
Amortization of prior sen/Ice (credit) cost 
Amortization of net transition liability 
Amortization of (gain) loss 
Special termination benefit cost 
prior period accounting true-up adjustment*' 

2009< î 

$ 7 

46 
(16) 

(8) 
10 
(5) 

— 
— 

2008iaJ 

$ 7 

44 
(16) 

(8) 
11 
(2) 

— 
(55) 

2007'a' 

$11 

57 
(9) 
2 

10 
6 
8 

— 
Net periodic other post-retirement benefit costs $ 34 $(19) $85 

ia) These amounls exclude approximateiy $9 million, $9 million and %\0 million (or the 
yearsended DecemberSl, 2009, 2008 and 2007, respectively, of res ulalory asset 
amortizalJon resulting from purchase accounting adjustments associated with 
Dulte Energ/s mefger with Cinergy in April 2006. 

(bl Represents the correction of errors, primarily in periods priof to 2003, related to the 
accounting for Duke Energy's other post-retirement benefit plans that would have 
reduced amounls recorded as other post-retirement benefit expense during those 
historical periods. Of this amount, approximately $15 million was capitalEed asa 
component of property, plant and equipment 

The Medicare Prescription Drug, Improvement and 

Modemization Act of 2003 Introduced a preschpfon drug benefit 

under Medicare as well as a federal subsidy to sponsors of retiree 

health care benefit plans. Accounting guidance issued and adopted 

by Duke Energy in 2004 prescribes the appropriate accounting for 

the federal subsidy. The after-tax effect on net periodic post-retirement 

benefit cost was a decrease of $3 million In 2009, $3 million in 

2008 and $3 million in 2007. Duke Energy rect^nlzed an 

approximate $5 million and $8 million subsidy receivable as of 

December 3 1 , 2009 and 2008, respectively, which is included in 

Receivables on the (^nsolldated Balance Sheets. 

Other Post-Retirement Benefrt Plans — Other Changes in Plan 

Assets and Projected Benefit Obligattons Recoffuzsd in 

Accumulated Other Comprehensive Income, Regulatory Assets 

and Regulatory Liabilities 

(in millions) 
For the year ended 

DecemberSl, 2009 

Regulatory assets, net increase 
Regulatory liabilities, net increase 
Accumulated other comprehensive (!ncc>me}/loss 

Deferred Income tax liability 
Actuarial loss arising during 2009 
Amortization of pnor year prior sen/ice credit 
Amortization of prior year actuarial gains 
Amortization of prior year net transition 

liability 

$66. 
91 

(2) 
3 
2 
1 

(2) 

(in millions) 

Change in Benefit Obligatton 
Accumulated post-retirement benefit obi igaton at 

prior measurement date 
Service cost 
interKt cost 
Plan participants' contributions 
Actuarial gain 
Plan amendments 
Plan transfer 
Benefits paid 
Accrued retiree drug subsidy 

Accumulated post-rerirement benefit obligation at 
measurement date 

As of and for the Years 
Ended December 31, 

2009 

$738 
7 

46 
21 

(11) 
— 
2 

(80) 
5 

$728 

2008 

$905 
7 

44 
22 

(170) 
(10) 
— 

(65) 
•5 

$733 

(in millions) 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return pn plan assets 
Benefits paid 
Employer contributions 
Plan participants' contributions 

Plan assets at measurement date 

As of and for the Years 
Ended DecemberSl, 

2009 

$169 
28 

(80) 
31 
21 

$169 

2008 

$224 
(49) 
(65) 
37 
22 

$169 

Duke Energy uses a December 31 measurement date for its 

plan assets. 

Other Post-Retirement Benefit Plans- Amounts Recc^ized in the 

Consolidated Balance Sheets Consist of: 

(in millions) 

Accrued other ptst-retiiement liability'^ 

Asof DecemberSl, 

2009 2008 

$(559) $(569) 

(a) Includes approximately $3 million and $2 million recognized in Otiier within Cuirent 
Liabilities on the Consolidaled Balance Sheets as of Decemtier 3 1 , 2009 and 2008, 
respectively. 

Net amount recognized in accumulated other 
comprehensive (income)/loss $ 2 
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The following table provides the amounts related to Duke 

Energy's other post-retirement benefit plans that are reflected In Other 

within Regulatoiy Assete and Deferred Debite, Other within Defeired 

Credite and Other Liabilities and AOCI on the Consolidated Balance 

Sheete at December 3 1 , 2009 and 2008: 

(in millions) 

Asof DecemberSl, 

2009 2008 

Regulatory assets 
Regulatory liabilities 
Accumulated other comprehensive (income)/ioss: 

Deferred Income tax liability 
Net transition obligation 
Prior service credit 
Net actuarial loss (gain) 

$ 7 3 
91 

7 

2 4 
4 6 

(14) (16) 
3 (1) 

Net amount recognized In accumulated other 
comprehensive (income)/loss $ (5) $ (7) 

Ofthe amounte above, approximately $10 million of 

unrecc^nized net transition obligation, approximately $4 million of 

unrecc^nized gains and approximately $S million of unrecognized 

prior service credit (which will reduce pension expense) will be 

recognized in net periodic pension coste In 2010. 

Assumptions Used for Other Post-Retirement Benefits Accounting 

(percentages) 2009 2008 2007 

Determined Benefit Obligations 
Discount rate 5.50 6.50 

2009 2008 

6.00 

2007 

Determined Expense 
Discount rate 
Expected long-term rate of return on 

plan assets 
Assumed tax rate'̂ ' 

6.50 6.00 5.75 

5.53-8.50 5.53-8.50 5.53-8.50 
35.0 35.0 35.0 

(a) Applicable to the î eall̂ l care portion of funded post-retirement benefits. 

The discount rate used to determine the current year other post-

retirement benefite obligation and following year's other post-

retirement benefite expense Is based on a yield curve approach, 

Under the yield curve approach, expected future benefit paymente for 

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

con-espondlng to each duration. The yield cun/e 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. 

Assumed Health Care Cost Trend Rates'"" 

Medicare Trend 
Rate 

Prescription Dmg 
Trend Rate 

2009 2008 2009 2008 

Health care cost trend rate 
assumed for next year 

Rate to which tiie cost trend is 
assumed to decline (the 
ultimate trend rate) 

Year that the rate reaches the 
ultimate trend rate 

8.50% 8.50% 11.00% 11.00% 

5.00% 5.00% 5.00% 5.00% 

2019 2013 2024 2022 

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

SensitivFty to Changes In Assumed Health Care Cost Trend Rates 

(in millions] 

1-Percentage- 1-Percentage-
Point Increase Point Decrease 

Effect on total ser̂ îce and interest costs 
Effect on post-retirement benefit obligation 

$ 3 
38 

$ (2) 
(34) 

Expected Benefit Payments 

The following table presents Duke Ener^'s expected benefit 

paymente to partidpante in Ite qualified, non-quallfied and other post-

retirement benefit plans over the next 10 years, which are primarily 

paid out of the assete of the various tnjste. These benefit paymente 

reflect expected future sen/ice, as appropriate. 

(in millions) 

Other Post-
Qualified Non-Qualified Retirement 

Plans Plans Plans'̂ ' Total 

Years Ended DecemberSl, 
2010 
2011 
2012 
2013 
2014 
2015- 2019 

$ 405 
423 
433 
431 
429 

2,020 

$16 
16 
15 
14 
22 
60 

$ 56 $ 477 
60 499 
61 509 
62 507 
63 514 

323 2,403 

(a) Duke Energyexpectstoreceivefuturesabsldies under Medicare Part Oof 
approximately $4 million in each ofthe years 2010-2013, approximately $5 million in 
2014, and a total of approximately $24 million during the years 2015-2019. 

DUKE ENERGY CORPORATION / 2009 FORM 10-K 146 



PARTII 

I . — — . — . _ — • 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financiai Statements - (Continued) 

PIdn Assets VEBAl 

Master Retirement Trust. 

Assete for tioth the qualified pension and other post-retirement 

benefite are maintained in a Master Retirement Trust (Master Tnjst), 

Approximately 97% of Master Trust assete were allocated to qualified 

pension plans and approximately 3% were allocated to other post-

retirement plans, as of December 31 , 2009 and 2008, respectively. 

The investment objective of the Master Trust is to achieve reasonable 

returns, subject to a prudent level of portfolio risk, for the purpose of 

enhancing the securify of benefite for plan partidpante. The lon^-term 

fate of return of 8.5% as of December 3 1 , 2009 for tiie Master Trust 

was developed using a weighted-average calculation of expected 

returns based phmariiy on future expected returns across asset 

classes considering the use of active asset managers. The weighted-

average returns expected by asset classes were 3.2% for U.S. 

equities, 2.0% for Non-U.S. equities, l.D7o for Global equities, 2.0% 

for fixed income securities, and 0.3% for real estate. The asset 

allocation targete were set after considering the Investment objective 

and the risk profile. U .S. equities are held for ttieir high expected 

retim. Non-U.S. equities, debtsecuritles, and real estate are held for 

diversification. Investmente within asset classes are to be diversified 

to achieve broad market participation and reduce the impact of 

individual managers or investmente. Duke Energy regularly reviews 

ite <̂ ctual asset allocation and periodically rebalances ite Investmente 

to the targeted allocation when considered appropriate. The following 

table presents target and actual asset allocations for the Master Tnust 

at DecemberSl, 2009 and 2008: 

Percentage at 
December 31, 

Target 
Allocation 2009 2008 

Asset Category 
U.S- equity securities 
Non-U.S. equi^ securities 
Glotial equity securities 
Debt securities 
Real estate and cash 

34% 
20 
10 
32 

4 

33% 31% 
20 
10 
28 

9 

17 
10 
36 

5 

Total 100% 100% 100% 

VEBA l/ll. 

Duke Energy also Investe other post-retirement assete in the 

Duke Energy Corporation Employee Benefits Trust (VEBA 1) and the 

Duke Ener^ Corporation Post-Retirement Medical Benefite Trust 

(VEBA 11). The Investment objective of the VEBAs Is to achieve 

sufficient retums, subject to a prudent level of portfolio risk, for the 

purpose of promoting the security of plan benefite for partidpante. 

The VEBAs are passively managed. The following tables present 

target and actual asset allocations for the VEBAs at December 3 1 , 

2009 and 2008: 

Target 

Percentage at 
DecemberSl, 

Allocation 2009 2008 

Asset Cat^my 
U.S. equity securities 
Debt securities 
C ŝh 

30% 23% 20% 
45 37 40 
25 40 40 

Totai 100% 100% 100% 

VEBA II 

Target 
Allocation 2009 

Percentage at 
DecemberSl, 

2008 

Asset Category 

U.S, equity securities 
Debt securities 
Cash 

Total 

50% —% 3S% 
50 92 52 
— 8 10 

100% 100% 100% 

Fair Value Measurements. 

On December 31 , 2009, Duke Energy adopted the new fair 

value disclosure requiremente for pension and other post-retiremeht 

benefit plan assete. The accounting guidance for fair value defines fair 

value, establishes a framework for measuring fair value in GAAP in 

the U.S. and expands disclosure requiremente about fair value 

measuremente. Under the accounting guidance for fair value, fair 

value Is considered to be the exchange price in an orderly transadion 

between market partidpante to sell an asset or transfer a liability at the 

measurement date. The fair value definition focuses on an exit price, 

which Is the price that would be received by Duke Energy to sell an 

asset or paid to transfer a liability versus an entiy price, which would 

be the price paid to acquire an asset or received to assume a liability. 

Although the accounting guidance for fair value does not require 

additional fair value measuremente, it applies to other accounting 

pronouncemente that require or permit fair value measuremente. 

Duke Ener^ classifies recurring and non-recurring fair value 

measuremente based on the following fair value hierarchy, as prescri

bed by the accounting guidance for fair value, which prioritizes the 

inpute to valuation techniques used to measure fair value Into three 

levels: 

Level 1 — unadjusted quoted prices in adive mari<ete for 

identical assets or liabilities that Duke Energy has the abill^ tD 

access. An active market tor the asset or liability is one in which 

transactions for the asset or liabill^ occurs 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. 
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Level 2 — a fair v^lue measurement utilizing inpute ottier than 

a quoted market price that are obsen/able, either directiy or 

indiredly, for the asset or liability. Level 2 inputs indude, but are 

not limited to,,quoted prices for similar assete or liabilities In an 

active market, quoted prices for identical or similar assete or 

liabilities in markets that are not active and inputs other than 

quoted market prices that are obsen/able for the asset or liability, 

such as interest rate cun/es and yield curves obsen/able at 

commonly quoted inten/als, volatilities, credit risk and default 

rates. A level 2 measurement cannot have more than an 

insigiiflcant portion ofthe valuation based on unobservable 

inpute. 

Level 3 — any fair value measuremente which indude 

unobser\̂ able Inputs for the asset or liability for more than an 

insignificant portion of the valuation. A level 3 measurement 

may be based primarily on level 2 Inpute. 

The following table provides the fair value measurement 

amounte for Master Trust qualified pension and other post-retirement 

assete at December 3 1 , 2CX)9. 

(In millions) 

Description 

Equity securities 
Corporate bonds 

Short:-term investment funds 
Partnership interests 
Real estate Investment trust 

U.S. Govemment securities 
Other Investmente 

Guaranteed Investment contracts 
Govemment bonds — Foreign 
Asset backed securities 

Government and commercial 
m o r ^ g e backed securities 

Total Assets 

Total Fair 
Value 

Amounts at 
Dec^nber 3 1 , 

2009''" Level 1 Level 2 Level 3 

$2,587 $1,733 $ 
1,008 

341 
109 
64 
57 
43 
38 
33 
19 

14 

" — 
39 
— 
— 
— 
38 
— 
-^ 
— 

— 

831 
989 
302 

— 
— 
57 
4 

— 
32 
18 

14 

, $4,313 $1,810 $2,247 

$ 23 
19 
— 

109 
64 
— 
1 

. 38 
1 
1 

— 
$256 

(a) Excludes approximately $32 million in net receivables and payables associated witti 
security purchases and sales. 

The following table provides the fair value measurement 

amounte for VEBA l/ll other post-retirement assete at December 3 1 , 

2009. 

(In millions) 

Description 

Cash and cash equivalents 
Equity securities 
Debtsecuritles 

Total Assete 

Total Fair 
Value 

Amounts at 
Decemtier 3 1 , 

2009 

$27 
12 
19 

$58 

Level 1 

$ -
11 

— 
$11 

Level 2 

$27 
1 

19 

$47 

Levels 

$ -
— 
— 

$ -

The following table provides a recondliation of beginning and 

ending balances of Master Tmst assete measured at fair value on a 

recurring basis where the determination of fair value indudes 

significant unobservable inpute (Level 3); 

Year Ended DecemberSl, 2009 

Balance atJanuary 1,2009 

Purchases, sales, issuances and settlemente (net) 
Total losses, (realized and unrealized) and other 

$318 

£23) 
(39) 

Balance at December 3 1 , 2009 $256 

Valua^on methods of the primaiy fair value measuremente 

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 mar1<ete for equl^ prices include 

published exchanges such as NASDAQ and NYSE. Foreign equity 

prices are translated from their trading currency using the currency 

exchange rate in effect at the close of the principal active market. 

Duke Energy has not adjusted prices to reflect for after-hours market 

activity. Most equity security valuations are level 1 measures. 

Investmente In equity securities with unpublished prices are valued 

as level 2 if they are redeemable at the measurement date. 

Investmente in equity securities with redemption resti'ictions are 

valued as level 3. 
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Investments in coiporate bonds and U.S. government securities: 

Most debt investmente are valued based on a calculation using 

interest fate 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. 

Investments in short-term investment funds: 

Valued at the net asset value of unite held at year end. 

Investmente in short-term investment funds with published prices are 

valued as levd 1. Investmente in short-term investment funds with 

unpublished prices are valued as level 2. 

Investments in real estate Investment bust: 

Valued based upon property appraisal reports prepared by 

independent real estate appraisers. The Chief Real Estate Appraiser of 

the asset manager is responsible for assuring that frie valuation 

process provides independent and reasonable property market value 

estimates. An extemal appraisal management firm not affiliated with 

the asset manager has been appointed 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 

substantiallyall U.S. employees. Most employees partidpate in a 

matehing contribution formula where Duke Energy provides a 

matching contribution generally equal to 100% of before-tax 

employee contributions, of up to 6% of dlgible pay per pay period. 

Duke Energy made pre-tax employer matching contributions of 

approximately $80 million In 2009, $78 million In 2008 and $68 

million in 2007. 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 outetanding in the calculation 

of basic and diluted earnings per share. 

2 1 . VARIABLE INTEREST ENTITIES 

power Sale Special Purpose Entities (SPEs). 

Duke Energy is the primary beneficiaiy of and consolidates two 

thinly-capitalized SPEs that have been created to finance and execute 

individual power sale agreemente with Central Maine Power 

Company (CMP) for appro;dmately 45 MW of capadty, which 

expiredin2009, and 35 MW of capacity, ending in 2016. In 

addition, these SPEs have Individual power purchase agreemente 

(PPA) with Duke Energy Commercial Enterprises, Inc. (DECE), 

formeriy Ciner©' Capital & Trading, Inc., a wholly-owned subsidiary 

of Duke Energy, to supply the power. DECE also provides various 

services, Including certain credit support facilities. Thefollowing 

summarizes the strudure of each entity: 

CinCap IV. 

CinCap IV was created in July 1998 to fadlitate the buyout of a 

power sales agreement that Stratton Energy Associates (Stratton) held 

with CMP. Approximately $159 million was paid to Stratton to 

buyout that contract. This capital was raised through two debt 

tranches (approximately 96.7% of CinCap IV capitalization) and 

equity (approximately 3.3% of CinCap IV capitalization). The equity 

was provided by 1998 CinPower Trust, which is in turned owned . 

90% by Barclays (3% holder) and 10% by DECE. The capitalization 

(along with certain miscellaneous fees) of CinCap IV is to be repaid 

through a monthly resen/ation payment from CMP. 

Contemporaneous with the buyout of tne Stratton PPA, CinCap iV 

executed a power sales agreement with CMP (Replacement PPA) to 

deliver 45 MW of capacity and energy to CMP, CinCap IV also 

executed a power purchase agreement with DECE (Supply PPA) tiiat 

contains virtijally identical terms, except for the aforementioned 

resen/ation payment and a $3 less per MWh energy charge. Cinergy 

guaranteed the performance of DECE under tills PPA (with market-

based liquidated damages), but did not guarantee the payment by 

CinCap IV on ite debt obligations. This agreement expired in 2009. 

As of December, 3 1 , 2009, the balance on the Consolidated Balance 

Sheete related to CinCap IV was an insignificant amount. 

CinCap V. 

CinCap V was created in February 1999 to fadlitate the buyout 

of a power sales agreement that Altemative Energy (AEI) hdd with 

CMP. Approximately $96 million was paid to AEI to buyout that 

contract. This capital was raised through two debt tranches 

(approximately 96.7% of CinCap V capitalization) and equity 

(approximately 3.3% of CinCap IV capitalization). The equity was 

provided by two parties; (a) 90% by Franklin Life Insurance 

Company and (b) 10% by DECE. The capitalization (along with 

certain miscellaneous fees) of CinCap V is being repaid through a 

monthly resen/ation payment from CMP. Contemporaneous with tiie 

buyout of the AEI PPA, CinCap V executed a power sales agreement 

wltii CMP (Replacement PPA) to deliver 35 MW (only 25 in certain 

months) of capacity and energy to CMP through December 2016. 

CinC;ap V also executed a power purchase agreement with DECE 

(Supply PPA) tiiat contains virtually Identical temis, except for the 

aforementioned reservation payment and a $0.50 less per MWh 

energy charge. Cinergy guarantees the performance of DECE under 

this PPA (with market-based liquidated damages), but does not 

guarantee the payment by CinCap IV on ite debt obli^tions. 

These two SPEs meet the accountihg definition of a VIE because 

tiie equity Investment at risk in these SPEs Is insuffident to permit the 

financing of their adivities without additional subordinated finandal 

support (Le,, debt financing). As a result of a quantiiative analysis of 

the contractual, ownership, and other financial Intereste in the SPEs 
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(I.e.. variable intereste), Duke Energy has been deemed the primaty 

beneficiary of these entities as it absorbs a majority of the expected 

losses of these SPEs. Accordingly, Duke Energy consolidates these 

SPEs and, as such, the transactions between DECE and the two 

SPEs are eliminated in consolidation. 

As a result of the consdldatlon of these two SPEs, 

approximately $94 million and $117 million of notes receivable is 

induded on the Consolidated Balance Sheete at DecemberSl, 2009 

and 2008, respectively. Of these amounte, $8 million and 

$24 million are included in Receivables on the Consolidated Balance 

Sheete and $86 million and $93 million are included in Notes 

Receivable on the Consolidated Balance Sheete at December 31 , 

2009 and 2008, respectively. Approximately $89 million and 

$108 million of non-recourse debt is induded on the Consolidated 

Balance Sheete, of which $S million and $19 million is Induded in 

Current Maturities of Long-Term Debt.on the Consolidated Balance 

Sheete and $81 million and $89 million is included in Long-Term 

Debt on the Consolidated Balance Sheets at December 3 1 , 2009 

and 2008, respectively. In addition, miscellaneous other assete and 

liabilities are included on Duke Energy's Consolidated Balance Sheete 

at December 3 1 , 2009 and 2008, The debt was Incurred by the 

SPEs to finance the buyout of the existing power contracte that CMP 

held with tiie former suppliers. The notes receivable is comprised of 

two separate notes with one counterparty, whose credit rating is 

BBB-H. The cash flov^ from the notes receivable are designed to 

repay the debt. The first note receivable matured in August 2009, 

and had a balance of $17 millionat DecemberSl, 2008, at an 

effedive interest rate of 7.81%. The second note receivable, with a 

balance of $94 million and $100 million at December 3 1 , 2009 

and 2008, respedlvdy, bears an effective interest rate of 9.23% and 

matures in December 2016. 

The following table refiecte the maturities of the Notes 

Receivable as of December 31 , 2009: 

Notes Receivable Maturities 

(in millions) 

2010 
2011 
2012 
2013 
2014 
Thereafter 

10 
11 
13 
15, 
37 

Total 

Accounts Receivable Securitization. 

Cinergy Receivables Company. 

During 2002, Duke Energy Ohio, Duke Energy Indiana and 

Duke Energy Kentucky entered into an agreement to sell certain of 

their accounts receivable and related collections through Cinergy 

Receivables, a bankruptcy remote, QSPE. Cinergy Receivables is a 

whdiy-owned limited liabilitycompanyof Cinergy and was formed in 

2002 through a $5 million equity contribution by Cinergy to 

purchase certain accounts receivable of Duke Energy Ohio, Duke 

Enera' Indiana and Duke Energy Kentucky. The purpose of the 

formatlonof Cinergy Receivables was to improve liquidity at the 

lowest possible financing cost. As a result ofthe securitization, Duke 

Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky sell, 

on a revolving basis, nearly all oftheir retail accounte receivable and a 

portion oftheir wholesale accounte receivable and related collections. 

The securitization transadion was stmctured to meet the criteria for 

sale accounting treatment under the accounting guidance for 

transfers and sen/ldng of financial assete and, accordingly through 

DecemberSl, 2009, Duke Energy did not consolidate Cinergy 

Receivables and the transfers of receivables were accounted for as 

sales. Accordingly, through December 31 , 2009, Duke Energy 

accounted for Cinergy Receivables under the equity method of 

accounting and all of the eamings or losses of Cinergy Receivables 

are therefore reflected in Duke Energy's consolidated earnings. 

Effective with tiie adoption of new accounting rules related to 

consolidations and transfers and sen/icing of financial assete on 

January 1, 2010, Duke Energy began consolidating Cinergy 

Receivables. The consolidation of Cinergy Receivables resulted in 

increases in net Receivables and Short-term Debt on the Consolidated 

Balance Sheete. While the impact on the balance sheet in future 

periods will be based on the amount of receivables sold to Cinergy 

Receivables, at DecemberSl, 2009, approximately $600 million of 

receivables were sold to Cinergy Receivables, of which approximately 

$340 million was reflected in Receivables on the Consolidated 

Balance Sheete as tiiey represented a retained interest In the 

receivables sold. Effective with the consolidation of Cinergy 

Receivables, Duke Energy no longer refleds a retained interest In the 

receivables sold since all receivable sold to Cinergy Receivables, net 

of loss on sale, do not qualify for sale accounting treatment under the 

accounting rules for transfers and seivldng offinancial assete and, 

thus, are reflected on the Consolidated Balance Sheete, Additionally, 

effedive January 1, 2010, Duke Energy's Consolidated Balance 

Sheets refled Short-term Debt approximating the value of the sold 

receivables. The consolidation of Cinergy Receivables also Impacte 

Duke Energy's Statemente of Operations as the activity of the Cinergy 

Receivables facility is now being refieded on a gross basis within 

Operating Expenses and Interest Expense versus on a net basis in 

Equity in Earnings (Losses) of Unconsolidated Affiliates. 
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The proceeds obtained from the sales of receivables are largely 

cash but do Include a subordinated note from Cinergy Receivables for 

a portion ofthe purchase price (typically approximates 25% ofthe 

total proceeds). The note, which amounte to approximately 

$340 million and $292 million at DecemberSl, 2009 and 2008, 

respectively, is subordinate to senior loans that Cinergy Receivables 

obtains from commercial paper conduite controlled by unrelated 

flnancial Institutions, Cinergy Receivables provides credit 

enhancement related to senior loans in the form of over-

col lateral Ization of the purchased receivables. However, the over-

col lateral Ization is calculated monthly and does not extend to the 

entire pool of receivables held by Cinergy Receivables at any point in 

time. As such, these senior loans do not have recourse to all assete of 

Cinergy Receivables. These loans provide the cash portion ofthe 

proceeds paid to Duke Energy Ohio, Duke Energy Indiana and 

Duke Energy Kentucky, 

This subordinated note is a retained interest (right to receive a 

specified portion of cash flows from the sold assete) under the 

accounting guidance for transfers and servicing of financial assete 

and is classified within Receivables in the accompanying 

Consolidated Balance Sheete at December 31 , 2009 and 2008. In 

addition, Duke Energy's investment in Cinergy Receivables 

constitutes a purchased benefldal interest (purchased right to receive 

specified cash flows, In this case residual cash flows), which Is 

subordinate to the retained intereste held by Duke Energy Ohio, 

Duke Energy Indiana and Duke Energy Kentucky, Effective 

January 1, 2010, with the consolidation of Cinergy Receivables, this 

subordinated retained interest as of DecemberSl, 2009 will be 

replaced on the Consolidated Balance Sheete with the previously 

transferred accounte receivable balances. 

In 2008, Cinergy Receivables and Duke Energy Ohio, Duke 

Energy Kentucky and Duke Energy Indiana amended the governing 

purchase and sale a^eement to allow Cinergy Receivables to convey 

ite bankrupt receivables to the applicable originator for consideration 

equal to the fair market value of such receivables as of the disposition 

date. The amount of banknjpt receivables sold is limited to 1 % of 

aggregate sales of the originator during the most recentiy completed 

12 month period. Cinergy Receivables and Duke Energy Ohio, Duke 

£nerg/ Kentucky and Duke Energy Indiana completed a sale under 

this amendment in 2008, 

Per the governing purchase and sale agreement, Cinerg 

Receivables Is required to maintain a minimum net worth of 

$3 million. In December 2008, Cinergy Receivables recorded a 

$15 million increase in ite provision for uncollectible accounts which 

reduced its net worth below the S3 million threshold. During the first 

quarter of 2009, Cinergy infused approximately $3.5 million of 

equity Into Cinergy Receivables to remedy the net worth deficiency. In 

June 2009, Cinergy Receivables recorded a $5 million increase in its 

provision for uncollectible accounte which reduced Ite net worth 

below the $3 million threshold. During July 2009, Cinergy infused 

$7 million of equity into Cinergy Receivables to remedy the net worth 

defidency. In December 2009, Cinerg/ Receivables recorded a 

$3 million Increase in ite provision for uncolledible accounte which 

reduced ite net worth below the $3 million threshold. During 

Febmary 2010, Cinergy infused approximately $6 million of equity 

Into Cinergy Receivables to remedy the net worth deficiency. The 

greater amount of receivables in arrears Is pari:ially attributable to the 

economic downturn starting In 2008 having a negative impad on 

customers' ability to pay their utility bills. Clnei^ Receivables, 

Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana 

continue to monitor arrearages to determine whetiier an other-than-

temporary impairment has occurred. 

Duke Energy Ohio retains sen/Icing responsibilities for ite role as 

a collection agent on the amounte due on the sold receivables. 

However, Cinergy Receivables assumes the risk of collection on the 

purchased receivables without recourse to Duke Energy Ohio, 

Duke Energy Indiana and Duke Energy Kentucky in the event of a 

loss, While no direct recourse to Duke Energy Ohio, Duke Energy 

Indiana and Duke Energy Kentucky existe, these entities risk loss In 

the event collections are not sufficient to allow for full recovery of their 

retained intereste. No ser /̂lcing asset or liability is recorded since the 

sen/icing fee paid to Duke Energy Ohio approximates a markd: rate. 

The carrying values of the retained Interests are determined by 

allocating the cariying value of the receivables between the assete 

sold and the interests retained based on relative fair value. The key 

assumptions used in estimating the fair value for 2009 were an 

antidpated credit loss ratio of 0.6%, a discount rate of 2.7% and a 

receivableturnoverrateof 11.6%. The key assumptions used in 

estimating the fair value for 2008 were an anticipated credit loss ratio 

of 0.6%, a discount rate of 5.3% and a receivable turnover rate of 

11.4%, Because (1) the receivables generally turnover in less than 

two months, (11) credit losses are reasonably predictable due to the 

broad customer base and lack of significant concentration, and 

(Hi) the purchased beneficial interest is subordinate to all retained 

intereste and tiius would absorb losses first, the allocated bases ofthe 

subordinated notes are not materially different than their face value. 

The hypothetical effect on the fair value of the retained intereste 

assuming botii a 10% and a 20% unfavorable variation In credit 

losses or discount rates is not msterial due to the short turnover of 

receivables and historically low credit loss histoiy. Interest accrues to 

Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky 

on the retained Intereste using the accretable yield method, which 

generally approximates the stated rate on the notes since tiie' 

allocated basis and the face value are nearly equivalent. Duke Energy 

records income from Cinergy Receivables in a similar manner. An 

Impairment charge would be recorded against tiie carrying value of 

both the retained intereste and purchased beneficial interest In the 

event it is determined that an other-than-temporary impairment has 

occurred. 
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The following table shows the gross and net receivables sold, 

retained intereste, purchased beneficial interest sales, and cash flows 

during the years ended December 3 1 , 2009 and 2008: • 

(In millions) 

Receivables sold as of December 3 1 , 
Less: Retained intereste 

Net receivables sold as of December 3 1 , 

Purchased beneficial Interest 
Sales 

Receivables sold 
Loss recognized on sale 

Cash flows 
Cash proceeds from receivables sold 

Collection fees received 
Return received,on retained Intereste 

2009 

$ 619 
340 

$ 279 

$ -

$ 5,506 
43 

$ 5,416 
3 

27 

2008 

$ 748 
292 

$ 456 

ifi 

$5,717 
60 

$ 5,664 
. 3 

37 

Cash flews from the sale of receivables are reflected witiiin 

Operating Activities on the Consolidated Statemente of Cash Flows. 

Collection fees received In connection wltii the servicing of 

transferred accounte receivable are induded In Operation, maintena

nce and other on the Consolidated Statemente of Operations. 

The loss recognized on tiie sale of receivables Is calculated 

monthly by multiplying the receivables sdd during the montii by the 

required discount which is derived monthly utilizing a tiiree year 

weighted average formula tiiat 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 money. Is calculated monthly by 

summing the prior month-end LIBOR rate plus a flxed rate of 2.39%. 

Duke Energy Receivables Finance Company. 

See Note 15 for further information, 

22. OTHER INCOME AND EXPENSES, NET 

The componente of Otiier Income and Expenses, net on the 

Consolidated Statemente of Operations for the years ended 

December 31,2009, 2008 and 2007 are as follows: 

(in millions) 

Incom&'tExpense): 
Interest income 
Foreign exchange gains (losses)'^' 
AFUDC equity 
Deferred retums 
Impairments of avallable-for-sale 

securities'^* 
Other 

Total " 

For the years 

2009 

$ 77 
23 

153 
(7) 

_ 
38 

$284 

ended DecemberSl, 

2008 

$130 
(20) 
148 
(11) 

(13) 
(2) 

$232 

2007 

$192 
14 
69 

(15) 

_ 
11 

$271 

(a] Primarily relates W Intemational Energy's rerr.easijre[nent of certain cash and debt 
balances into the functional currency. 

(b) See Note lOforadditional information. 

2 3 . SUBSEQUENT EVENTS 

For Information on subsequent evente related to regulatoty 

matters, investmente in unconsolidated affiliates and related parti/ 

transactions, commitmente and contingencies and variable interest 

entities, see Notes 4, 12, 16 and 21 , respectively. 

In January 2010, Duke Energy announced plans to offer a 

voluntaiy severance plan to approximatdy 8,750 eligible employees. 

As this Is a voluntary plan, all severance benefite offered under this 

plan are considered special termination benefite under GAAP, Special 

termination benefite are measured upon employee acceptance and 

recorded immediately absent a significant retention period. If a 

significant retention period existe, the cost of the spedal termination 

benefite are recorded ratably over the remaining service periods ofthe 

affeded employees. The window for employees to request to 

voluntarily end their employment under this plan opened on 

February 3, 2010 and dosed on February 24, 2010 for 

approximately 8,400 eligible employees. For employees affected by 

the consolidation of Duke Energy's corporate functions in Charlctte, 

North Carolina, as discussed further below, the window will close 

MarchSl, 2010. Duke Energy currently estimates severance 

paymente associated with this voluntaty plan, based on employees' 

requeste to voluntarily end their employment received through 

Febmary 24, 2010, of approximatdy $130 million. However, until 

management of Duke Energy approves the requeste, it resen/es the 

right to reject any request to volunteer based on business needs and/ 

or excessive participation. 

In addition. In Januaty 2010, Duke Energy announced that it 

will consolidate certain corporate office functions, resulting in 

transitioning over the next two years of approximately 350 positions 

from ite offlces In the Midwest to ite corporate headquarters In 

Charioti:e, North Carolina. Employees who do not relocate have the 

option to elect to participate in tiie vduntaty plan discussed above, 

flnd a regional position within Duke Energy or remain witii Duke 

Energy through a ti'ansition period, at which time a reduced 

severance benefit would be paid under Duke Energy's ongoing 

severance plan. Management cannot currentiy estimate the coste, if 

any, of severance benefite which will be paid to ite employees due to 

this offlce consolidation. 

Additionally, puke Energy believes that it is possible that the 

voluntaty severance plan may trl^er seti:lenient accounting or 

curtailment accounting with respect to ite pension and otiier post-

retirement benefit plans. At this time, management is unable to 

determine the likelihood that settlement or curtailment accounting will 

be triggered. 
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24. QUARTERIY FINANCIAL DATA (UNAUDITED) 

(in millions, e)̂ cept per share data) 
Fifst 

Quarter 
Second 
Quarter 

Third Fourth 

Quarter Quarter Total 

2009 
Operating revenues 
Operating Income 
Net income attributable to Duke Energy Corporation 
Earnings per share; 

Basicfa' 
Diluted'*^ 

2008 
Operating revenues 
Operating income 
Income before extraordinaiy items 
Net income attributable to Duke Energy Corporation 
Earnings per share (before extraordinary Items): 

Basic'^i 
Diluted*^' 

Earnings per share: 

Basic(̂ > 
Diluted'3> 

$3,312 
681 
344 

$ 0.27 
$ 0.27 

$3,337 
751 
465 
465 

$ 0.37 
$ 0.37 

$ 0.37 
$ 0.37 

$2,913 
528 
276 

$ 0.21 
$ 0.21 

$3,229 
683 
351 
351 

$ 0.28 
$ 0,28 

$ 0.28 
$ 0.28 

$3,396 
445 
109 

$ 0.08 
% O.OS 

$3,508 
577 
215 
215 

$ 0.17 
$ 017 

$ 0.17 
$ 0.17 

$3,110 
595 
346 

$ 0.26 
$ 0.26 

$3,133 
500 
260 
331 

$ 0,21 
$ 0,21 

$ 0.26 
$ 0.26 

$12,731 
2,249 
1,075 

$ 0.83 
$ 0.83 

$13,207 
2,511 
1,291 
1.362 

$ 1.03 
$ 1.02 

$ 1.08 
$ 1.07 

{a) Quarteriy EPS amounts are meant to be stand-alone calculations and are not always additive to full-year amount due to rounding. 

During the first quarter of 2009, Duke Energy recorded tiie 

follov '̂ing unusual or infrequentiy occurring item: an approximate 

$33 million charge associated vi/ith performance guarantees issued 

on behalf of Crescent (see Note 17). 

During the second quarter of 2009, Duke Energy recorded the 

following unusual or infrequently occurring item: an approximate 

$33 million charge associated with an adverse ruling on prior year's 

transmission fees in Brazil (see Note 16). 

During the third quarter of 2009, Duke Energy recorded the 

following unusual or infrequentiy occurnng items; an approximate 

$371 million non-cash goodwill impainnent charge related tothe 

non-regulated Midwest generation reporting unit to write-down the 

value ofthegoodwill tothe estimated fairvalue (see Note 11); and 

an approximate $42 million of pre-tax impairment charges related to 

certain generating assets in the Midwest to write-down the value of 

tiiese assets to their estimated fair value (see Note 11). 

During tiie fourtii quarter of 2009, Duke Energy recorded the 

following unusual or infrequently occurring item: an approximate 

$18 million pre-tax impairment charge to write-down the cartying 

value of International Energy's Investment in Ati:lkl (see Note 12). 

During the first quarter of 2(X)8, Duke Energy recorded tiie 

following unusual or infrequently occurring item: Duke Energy's 

proportionate share of impairment charges recorded by Crescent, 

which amounted to a pre-taxchargeof approximately $11 million 

(see Note 12). 

During the second quarter of 2008, Duke Energy recorded the 

following unusual or infrequentiy occurring Items: Duke Energy's 

proportionate share of Impairment charges recorded by Crescent, 

which amounted to a pre-tax charge of approximately $113 million 

(see Note 12); an approximate $23 million pre-tax gain related tothe 

sale of Brownsville (see Note 13); and an approximate $4 million 

charge related to other-than-temporaty impairment of investinents in 

auction rate securities (see Note 10). 

Duhng the third quarter of 2008, Duke Energy recorded the 

following unusual or infrequently occuning items: Duke Energy's 

proportionate share of im'pairment charges recorded by Crescent, 

which amounted to a pre-tax charge of approximately $114 million 

(see Note 12); and an approximate SS2 million pre-tax impairment 

charge related to emission allowances (see Note 11). 

During tiie fourth quarter of 2008, Duke Energy recorded the 

following unusual or infrequently occurring item: an approximate 

$67 million after-tax (approximately $103 million pre-tax) 

extraordinary gain related to the reapplication of regulatory accounting 

treatoent to certain operations of Commercial Power (see Note 1). 
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Earnings per share (from continuing operations) 

Basic 
Diluted 

Earnings (loss) per share (from discontinued operations) 
Basic 

Diluted 
Eamings per share (before extraordinary Items) 

Basic , 
Diluted 

Earnings per share (from extraordinaiy items) 

Basic 
Diluted 

Earnings per share 

Basic 
Diluted 

Dividends per share 
Weighted-average shares outstanding 

Basic 
Diluted 

(in millions, except per-share amounts) 

Operating Revenues 

Operating Expenses 

Operating (Loss) Income 
Equity In Earnings of Subsidiaries 
Other Income and Expenses, net 
Interest Expense 

Income Before Income Taxes 
Income Tax Benefit 

Income From Continuing Operations 
Income (Loss) From Discontinued Operations, net of tax 

Income Before Extraordinary Items 
Extraordinaiy Items, net of tax 

Net Income 

Years Ended December 3 1 , 

2009 2008 2007 

$ -

1 

(1) 
1,095 

9 
99 

1,004 
(59) 

1,063 
12 

1,075 

$1,075 

$ -

(4) 

4 
1,275 

(8} 
42 

1,229 
(50) 

1,279 
16 

1,295 
67 

$1,362 

$ 15 

(1) 

16 
1,421 

52 
23 

1,466 
(56) 

1,522 
(22) 

1,500 

$1,500 

Common Stock Data 

$ 0.82 $ 1.01 $ 1.21 
$ 0.82 $ 1.01 $ 1.20 

$ 0.01 $ 0.02 $(0.02) 
$ 0.01 $ 0.01 $ (0.02) 

S 0.83 $ 1.03 $ 1.19 
$ 0.83 $ 1,02 $ 1.18 

$ — $ 0,05 $ — 
$ — $ 0,05 $ — 

$ 0.83 $ 1.08 $ 1.19 
$ 0.83 $ 1.07 $ 1.18 
$ 0.94 $ 0.90 $ 0.36 

1.293 1,265 
1.294 1,267 

1,260 
1,265 
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PART 

DUKE ENERGY CORPORATION 

Schedule I — Condensed Parent Company Financial Statements 

Balance Sheets 

(in millions, except per-share amounts) 

December 31, 

2009 2008 

ASSETS 
Cuirent Assets 

Cash and cash equivalents 
Short-term investments 
Receivables 
aher 

$ 365 

1,240 
55 

5 
5 

894 
175 

Total current assets 1,660 1,079 

[nvestments and Other Assets 
Notes receivable 

Investment in consolidated subsidiaries 
Other 

450 450 
23,361 21,814 

1,099 1,106 

Total investments and other assets 24,910 23,370 

TotalAssets $26,570 $24,449 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Notes payable and commercial paper 
Taxes accrued 

Commitments and Contingencies 
Common Stockholders' Equity 
Common Stock, $0,001 parvalue, 2 billion shares authorized; 1,309 million and 1,272 million shares outstanding at 

December 3 1 , 2009 and December 3 1 , 2008, respectively 
Additional paid-in capital 
Retained earnings 
Accumulated other comprehensive loss 

S 102 102 
264 
27 

Other 

Total current liabilities 

Long-term Debt 

Other Long-Term Liabilities 
Deferred income taxes 
Other 

Total other long-term liabilities 

71 

173 

2,971 

175 
1,501 

1,676 

92 

485 

1,224 

35 
1,717 

1,752 

I 1 
20,661 20,106 
1,460 1,607 
(372) (726) 

Total common stockholders' equity 21,750 20,988 

Total Liabilities and Common Stockholders' Equity $26,570 $24,449 
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r — 

DUKE ENERGY CORPORATION 

Schedule I — Condensed Parent Company Financial Statements 

Condensed Statements of Cash Flows 

(in millions) 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income 
Adjustments to reconcile net Income to net cash (used in) provided by operating activities 

Net cash (used in) provided by operating activities 

Years Ended DecemberSl, 

2009 2008 2007 

$1,075 $1,362 $ 1,500 
{1,002) (748) (1,164) 

73 614 336 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchases of available-for-sale securities — (1,117) (14,881) 
Proceedsfrom sales and maturities of available-for-sale securities 17 1,357 15,740 
Investment in wholly-owned subsidiary (250) — (204) 
Notes receivable from affiliates, net (272) (765) (548) 
Other 9 (19) (7) 

Net cash (used In) provided by Investing activities (496) (534) 100 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the: 

Issuance of long-term debt 
Issuance of common stock related to employee benetit plans 

Notes payable and commercial paper 
Dividends paid 
Other 

1,740 
519 

(269) 
(1,222) 

15 

771 
133 
112 

(1,143) 
27 

— 
50 

561 
(1,089) 

21 

Net cash provided by (used In) financing activities 

Net increase (decrease) in cash and cash equivaients 
Cash and cash equivalents at beginning of period 

Cash and cash equivaletits at end of period 

783 

350 
5 

$ 365 

(100) 

(20) 
25 

$ 5 $ 

(457) 

(21) 
46 

25 
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DUKE ENERGY CORPORATION 

Schedule I —Condensed Parent Company Financial Statements 

1 . BASIS OF PRESENTATION 

Duke Energy Corporation (Duke Energy) is a holding company 

that conducts substantially all of its business operations through its 

subsidiaries. As specified in the merger conditions issued by various 

state commissions in connection with Duke Energy's merger with 

Cinergy Corp. (Cinergy) in April 2006, there are restrictions on 

Duke Energy's ability to obtain funds from certain of its subsidiaries 

through dividends, loans or advances. For further Information, see 

Note 4 to the Consolidated Financial Statements, "R^ulatory 

Matters." Accordingly, these condensed financial statements have 

been prepared on a parent-only basis. Under this parent-only 

presentation, Duke Energy's investments in its consolidated 

subsidiaries are presented underthe equity method of accounting. In 

accordance with Rule 12-04 of Regulation S-X, these parent-only 

financial statements do not include all ofthe Information and 

footnotes required by Generally Accepted Accounting Principles 

(GAAP) in the United States (U.S.) for annual financial statements. 

Because these parent-only financial statements and notes do not 

include all of the infotmation 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 Consolidated Financial 

Statements conlained within Part II, Item 8 of this Forrii 10-K for the 

year ended December 3 1 , 2009. 

Duke Energy and its subsidiaries file a consolidated federal 

income tax return and other state and foreign jurisdictional retums as 

required. The taxable income of Duke Energy's wholly-owned 

operating subsidiaries is reflected in Duke Energy's U.S. federal and 

state income tax retums. Duke Energy has a tax sharing agreement 

with its wholly-owned operating subsidiaries, where the separate 

return method is used to allocate tax expenses and benefits to the 

wholly-owned operating subsidiaries whose investments or results of 

operations provide these tax expenses and benefits. The accounting 

for income taxes essentially represents the income taxes that 

Duke Energ/s wholly-owned operating subsidiaries would incur if 

each were a separate company filing its own tax return as a 

C-Corporation. 

2 . DEBT 

Summary of Debt and Related Terms 

(in millions) 

Unsecured debt 
Commerdai papet̂ Ĵ 

Total debt 
Short-term notes payable 

and commercial paper 

Total long-term debt 

Weighted-
Average 

Rate Year Due 

4.9% 2012-
0,4% 

-2019 

December 31, 

2009 2008 

$2,521 
450 

2,971 

$2,971 

$ 774 
714 

1,488 

(264) 

$1,224 

(a) Includes S450 million as of both December 3 1 , 2009 and 2008 that was classified as 
Long-term Debt on ttie Consolidated Balance Sheets due to the existence of long-tetm 
credit facilities which back-stop these commercial paper balances, along with 
Dul̂ e Energy's ability and Intent to refinance these balances on a iong-term tiasis. The 
weighted-average daystomaturily was i4dav5asc<Dec8mterSl, 20C^and 10 
days as of December 31. 2003. 

At December 31 , 2009, Duke Energy has guaranteed 

approximately S2.4 billion of debt issued by Duke Energy Carolinas, 

LLC, one of Duke Enet^'s wholly-owned operating subsidiaries. 

In August 2009, Duke Energy Issued $1 billion principal 

amountof senior notes, of which $500 million carty a fixed Interest 

rate of 3.95% and mature September 15, 2014 and $500 million 

cany a fixed interest rate of 5.05% and mature September 15, 

2019. Proceeds from the Issuance were used to redeem commercial 

paper, to fund capitai expenditures in Duke Energy's unregulated, 

businesses in the U.S. and for general corporate purposes. 

In January 2009, Duke Energy issued $750 million principal 

amountof 6.30% senior notes due February 1, 2014, Proceeds 

from the issuance were used to redeem commercial paper and for 

general corporate purposes. 

In September 2008, Duke Energy borrowed approximately 

$274 million under its master credit facility and that amount 

remained outstanding as of December 3 1 , 2009. For additional , 

information on Duke Enet^'s master credit facility, see Note 15 to • 

the Consolidated Financial Statements, 'Debt and Credit Facilities.' 

The loans under the master credit facility are revolving credit loans 

that currently bear interest at one-month LIBOR plus an applicable 

spread. The loan for Duke Energy has a stated maturity of June 

2012. 

In June 2008, Duke Energy issued $500 million principal 

amount of senior notes, of which $250 million carry a fixed interest 

rate ot 5.55% and mature June 15, 2013 and $250 million carry a 

fixed interest rate of 6.25% and mature June 15, 2018. Proceeds 

from the issuance were used to redeem commercial paper, to fund 

capital expenditures in Duke Energ/'s unregulated businesses In the 

U.S. and for general corporate purposes, ' 

Annual Maturities as of December 3 1 , 2009 

(in millions) 

2010 $ — 
2011 — 
2012 274 
2013 249 
2014 1,249 
Thereafter 1,199 

Total long-term debt, including current maturities $2,971 
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DUKE ENERGY CORPORATION 

Schedule I — Condensed Parent Company Financial Statements - (Continued) 

3. COMMITMENTS AND CONTINGENCIES 

Duke Energ/ and its subsidiaries are a party to litigation, 

environmental and other matters. For further information, see Note 

16 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 contracte 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 patties by enhancing the value ofthe 

transaction to the third party. The maximum potential amount of 

future payments Duke Energy could have been required to make 

underthese guarantees as of December 3 1 , 2009 was 

approximately $4.3 billion. Of this amount, approximately 

$4.1 billion relates to guarantees of wholly-owned consolidated 

entities, including debt Issued by Duke Energy Carolinas discussed 

above, and less than wholly-ovi/ned consolidated entities. The 

majority of these guarantees expire at various times between 2009 

and 2033, with the remaining performance guarantees having no 

contractual expiration. See Note 17 to the Consolidated Rnancial 

Statemente, "Guarantees and Indemnifications," for further dixussion 

of guarantees issued on behalfof unconsolidated affiliates and third 

parties. 

4 . RELATED PARTY TRANSACTIONS 

Balances due to or due from related parties Included in the 

Balance Sheets as of December 3 1 , 2009 and 2008 are as follows: 

DecemberSl, 

(In millions) 2009 2008 

Assete (Liabilities) 
Current assets due from affiliated companles'̂ î i 
Current liabilities due to affiliated companlesf=i 
Non-current liabilities due to affiliated companies'"̂ ' 

S 78 $ a 
$(101) $(100) 
$(766) $(756) 

(a) Balance excludes assets or liatallties associated with money pool arrangements, which 
are discussed below, 

lb) The balances at IDecember 3 1 , 2009 and 2008 are classified as Receivables on the 
Balance Sheets, 

i d The balances at December 3 1 , 2009 and 2008 are classified as Accounts Payable on 
the Balance Sheets, 

(d) The balances at December 3 1 , 2009 and 2008 are dassified as Other within Other 
Long-Term liabilities on the Balance Sheets. 

During 2007, Duke Energy began providing support to certain 

subsidiaries for their short-term borrowing needs through participation 

in a money pool arrangement. Under this arrangement, certain 

subsidiaries with short-term funds may provide short-term loans to 

affiliates patticlpating under this arrangement. Additionally, 

Duke Energy provides loans to subsidiaries through the money pool, 

but is not permitted to borrow funds through the money pool 

arrangement. Duke Ener^ had receivables of approximately 

$1,135 million and $863 million as ofDecember 31 , 2009 and 

2008, respectively, classified v/ithin Receivables in the 

accompanying Balance Sheete, Additionally, Duke Energy had 

money pool-related receivables of $450 million classified as Notes 

Receivable within Investmente and Other Assete on the Balance 

Sheete as of both December 3 1 , 2009 and 2008, The $272 million 

increase in money pool receivables during 2009 and the $765 

million increase during 2008 are reflected as Notes Receivable from 

Affiliates, net within Net Cash (Used in) Provided by Investing 

Activities on the Condensed Statemente of Cash Flows. In 

conjunction with the money pool arrangement, Duke Energy recorded 

interest Incomeof approximately $12 million, $23 million and $15 

million in 2009, 2008 and 2007, respectively, which is included in 

Other Income and Expenses, net on the Condensed Statements of 

Operations, 

Duke Energy also provides funding to and sweeps cash from 

subsidiaries that do not participate in the money pool. For these 

sutsidiarles, the cash is used in or generated from their operations, 

capital expenditures, debt paymente and other activities. Amounte 

ftinded or received are cariied as open accounte as eittier Investmente 

and Advances to Consolidated Subsidiaries or as Other Non-Current 

Liabilities and do not bear interest. These amounte are included 

within Net Cash (Used in) Provided by Operating Activities on the 

Condensed Statements of Cash Flows, 

Additionally, Duke Enetgy recorded $1 million of interest 

expense In 2007 associated with credit support provided to a 

subsidiaty, which is included in Interest Expense on the Condensed 

Statemente of Operations. 

During the years ended DecemberSl, 2009 and 2007, 

Duke Energy contributed approximately $250 million and 

$204 million, respectively, of capital to ite wholly-owned subsidiaiy, 

Cinergy Corp, Additionally, Duke Energy received dividends from 

Cinergy Corp, of $200 million in 2008 and $135 million in 2007, 

which are reflected within Net C^sh (Used in) Provided by Operating 

Activities on the Condensed Statemente of Cash Flov^«, 
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DUKE ENERGY CORPORATION 

Schedule II — Valuation and Qualifying Accounts and Reserve 

Additions: 

(in millions) 

Balanceat Ctiatgedto 
Beginning Chained to Other 
of Period Expense Accounts Deductions'̂  Penod 

Balance at 
Endof 

DecemberSl, 2009: 
Injuries and damages 
Allowance for doubtful accounts 
Other">' 

$1,035 
42 
555 

$ -
23 
52 

$ -
9 
24 

$ 51 
26 
235 

$ 984 
48 
396 

$1,632 $ 75 $ 33 $312 $1,428 

Dexmber31,20Q8: 
Injuries and damages 
Allowance for doubtful accounts 
Other*" 

$1,086 
67 
623 

34 
137 36 

$ 51 
59 
241 

$1,035 
42 
555 

$1,776 $171 $ 36 $351 $1,632 

DecemberSl, 2007: 
Injuries and damages 
Allowance for doubtful accounts 
Otheriw 

$1,184 
94 

1,105 

5 
37 

$ 16 
7 

109 

$119 
71 
689 

$1,086 
67 
623 

$2,383 $140 $132 $879 $1,776 

(a) Principally cash payments and reserve reversals. For 2007, this also includes the effects of amounts included In the spin-off of Spectra Energy Corp. (Spectra Energy) on January 2, 

2007, - r m -w 

(b) Principally nuclear property insurance resen/es at Duke Energy Carolinas, insurance resen/es at Bison Insurance Company Limiled (Slson) and otfier resen/es, included in Otner witriin 
Current Liabilities or Other within Deferred Credits and Other Liabilities on the Consolidated Balance Stieets. 

The valuation and resen/e amounts above do not include unrecc^nized tax benefits amounts or deferred tax asset valuation allowance 

amounte. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 

None, 

ITEM 9A. CONTROLS AND PROCEDURES. 

Disclosure Controls and Procedures 

Disclosure controls and procedures are controls and other 

procedures that are designed to ensure that information required to be 

disclosed by Duke Energy In the reports it files or submite under the 

Securities Exchange Act of 1934 (Exchange Act) is recorded, 

processed, summarized, and repori:ed, within the time periods 

specified by the Securities and Exchange Commission's (SEC) njles 

and forms. 

Disclosure controls and procedures include, without limitation, 

controls and procedures designed to provide reasonable assurance 

that information required to be disclosed hy Duke Energ/ in the 

reports it files or submite underthe Exchange Act is accumulated and 

communicated to rnanagement. Including the Chief Executive Officer 

and Chief Financial Officer, as appropriate, to allow timely decisions 

regarding required disclosure. 

Under the supervision and with the participation of 

management, including the Chief Executive Officer and Chief 

Financial Officer, Duke Enetgy has evaluated the effectiveness of ite 

disclosure controls and procedures (as such term is defined in Rule 

13a-15(e) and 15d-15(e) underthe Exchange Act) asof 

DecemberSl, 2009, and, based upon this evaluation, the Chief 

Executive Officer and Chief Financial Officer have concluded that 

these contiols and procedures are effective in providing reasonable 

assurance of compliance. 

Changes in Internsil Cwitrol over Financial Reporting 

Underthe supen/ision and with the pari:icipation of 

management, including the Chief Executive Officer and Chief 

Financial Officer, Duke Energy has evaluated changes in intemal 

control over financial reporting [as such temi is defined In Rules 

13a-15(f)and 15d-15(f) under the Exchange Act) that occurred 

during the fiscal quarter ended DecemberSl. 2009 and, otherthan 

the fouriih quarter system changes described below, have concluded 

that no change has materially affected, or is reasonably likely to 

materially affect, intemal control overfinancial reporting. 

During the fourth quarter of 2009, Duke Energy implemented a 

new Enterprise Asset Management system used for asset 

management, work management and supply chain functions for ite 

Midwest and corporate operations. Additionally, the Southeast 

operations implemented a new system for online customer billing and 

payment. These system changes are a result of an evaluation of tiie 

previous systems and related processes to support: evolving 

operational needs, and are not the result of any identified deficiencies 

In tiie previous systems, Duke Enei^ reviewed the implementation 

effort: as well as the impact on Duke Energy's intemal conti'ol over 

financial reporting and where appropriate, made changes to internal 

controls over financial reporting to address these system changes. 

Management's Annual Report On Internal Control Over Financial 

Reporting 

Duke Energy's management is responsible for establishing and 

maintaining an adequate system of internal control over financial 

repotting, as such term is defined in Exchange Act Rules 13a-15(f) 

and 15d-15(0. Our Internal control system was designed to provide 

reasonable assurance r^arding the reliabili^ of financial reporting 

and llie preparation of financial statemente for external purposes, in 

accordance with generally accepted accounting principles In the 

United States. Because of inherent limitations, intemal contiol over 

financial reporting may not prevent or detect misstatemente. 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, or that the degree of compliance with policies 

and procedures may deteriorate, 

Duke Enera''s management. Including our Chief Executive 

Officer and Chief Financial Oflicer, has conducted an evaluation of 

the eff'ectlveness of our intemal control over financial repotting as of 

December 3 1 , 2009 based on the framework In Intemal Control — 

Integrated Framework Issued by the Committee of Sponsoring 

Ot^anizaSons of the Treadway Commission. Based on that 

evaluation, management concluded that our intemal control over 

financial reporting was effective as of December 3 1 , 2009, 

Deloitte & Touche LLP, our independent registered public 

accounting firm, has Issued an attestation report on the effectiveness 

ofDuke Energy's intemal control overfinancial reporting. 
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PARTII! 

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 

Reference to "Executive Officers of Duke Energy" is included in "Item 1. Business" of this report, Infonnation in response to this item is 

incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual meeting of shareholders. 

ITEM 11. EXECUTIVE COMPENSATION. 

Infonnation in response to this item is Incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual 

meeting of shareholders. 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 
RELATED STOCKHOLDER MATTERS. 

Information in response to this item Is Incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual 

meeting of shareholders. 

ITEM 13. CERTAIN RELATIONSHIPS AND REUTED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE 

Information in response to this item is incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energ/s 2010 annual 

meeting of shareholders, 

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES. 

Information in response to this item is incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual 

meeting of shareholders. 
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PART IV 

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES. 

(a) Consolidated Financial Statemente, Supplemental Financial Data and Supplemental Schedules included in Part 11 of this annual report 

are as follows; 

Duke Energy Corporation: 

Consolidated Financial Statements 

Consolidated Statemente of Operations for the Years Ended December 31 , 2009, 2008 and 2007 

Consolidated Balance Sheete as of December 31 , 2009 and 2008 

Consolidated Statemente of Cash Flows for the Years Ended DecemberSl, 2009, 2008 and 2007 

Consolidated Statemente of Equit/and Comprehensive Income for the Years ended DecemberSl, 2009, 2008 and 2007 

Notes to tiie Consolidated Financial Stetemente 

Quarterly Financial Data, as revised (unaudited, included in.Note 24 to the Consolidated Financial Statemente) 

Consolidated Financial Statement Schedule I — Condensed Parent Company Financial Infotmation for the Years Ended 

December 3 1 , 2009, 2008 and 2007 

Consolidated Financial Statement Schedule II—Valuation and Qualifying Accounte'and Reserves for the Years Ended DecemberSl, 

2009, 2008 and 2007 

Report of Independent Registered Public Accounting Firm 

(b) Exhibite — 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 registrant has duly caused this 

re|?ort to be signed on its behalf by the undersigned, thereunto duly authorized. 

Date; Febmaty 26, 2010 

DUKE ENERGY CORPORATION 

(Registrant) 

By: tsl JAMES E, ROGERS 

James E. Rogers 

Ctiairman, President and 

Chief Executive Ofl'icer 

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 r^strant and in the capacities and on the date indicated. 

(1) James E. Rogers* 

Chairman, President and Chief Executive Officer (Principal Executive Officer and Director) 

(ii) /s/Lynn J. Good 

Group Executive and Chief Financial Officer (Principal Financial Officer) 

(Hi) Steven K. Young* 

Senior Vice President and Controller (Principal Accounting Officer) 

(iv) William Barnet, 111* 
Director 

G.AIexBemhardt, Sr,* 

Director 

Michael G. Browning* 
Director 

Daniel R. DiMicco* 

Director 

John H, Forsgren* 
Director 

Ann M. Gray* 

Director 

James H. Hance, Jr,* 

Director 

E. James Reinsch* 

Director 

James T. Rhodes* 
Director 

Philip R, Sharp* 

Director 

Dudley S, Taft* 
Director 

Date: February 26, 2010 

Lynn J. Good, 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 previously indicated by asterisk pursuant to a power of attorney duly executed by the registrant and such persons, filed with tine 
Securities and Exchange Commission as an exhibit hereto. 

By. /%/ LYNN J. GOOD 

Attorney-in-Fact 
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PART IV 

EXHIBIT INDEX 

Exhibite filed herewith are designated by an asterisk (*). All exhibite not so designated are incorporated by reference to a prior filing, as 

indicated. Items constituting management contracts or compensatory plans or an'angemente are designated by a double asterisk (**). Portions 

of tine exhibit designated by a triple asterisk (***) have been omiti:ed and filed separately with the Securities and Exchange Commission 

pursuant to a request for confidential treatment pursuant to Rule 24b-2 under the Securities and Exchange Act of 1934. 

Exhibit 
Number 

2.1 Agreement and Plan of Merger, dated as of May a, 2005, 
as amended as of July 11, 2005, as of October 3, 2005 
and as of March 30, 2006, by and among the registrant, 
Duke Energy Corporation, Cinergy Corp,, Deer Acquisition 
Corp,, and Cougar Acquisition Corp. (filed with Form 8-K 
OfDuke Energy Ctorporation, File No, 1-32853, April 4, 
2006, as Exhibit 2^1). 

2.2 Separation and Distribution Agreement, dated as of 
December 13, 2006, by and between Duke Energy 
Corporation and Spectra Energy Corp (tiled with the 
Form 8-K of Duke Eners' Corporation, File 
No. 1-32853, December 15, 2006, as Exhibit 2.1). 

Exhibit 
Number 

10.3 ** Duke Energy Corporation 1993 Long-Term Incentive Plan, 
as amended (filed as Exhibit 1 to Schedule 14A of Duke 
EnergyCarolinas, LLC, March 28, 2003, File 
No. 1-4928). 

10.4 ** Duke Energy Corporation Executive Short-Term Incentive 
Plan (filed as Exhibit 2 to Schedule 14A of Duke Energy 
Carolinas, LLC, March 28, 2003, File No, 1-4928). 

10.5 ** Duke Energy Coiporation Executive Savings Plan, as 
amended and restated (filed with Form 8-K of Duke Energy 
CoHDoration, October 31, 2007, File No, 1-32853, as 
Exhibit 10.1). 

3.1 Amended and restated Certificate of Incorporation (filed 10.6 
witin tiie Form 8-K of Duke Energy Corporation, File No. 1-
32853, April 4, 2006, as Exhibit 3-1). 

3.2 Amended and Restated By-Laws of registrant (tiled with 
the Form 8-K of Duke Energy Corporation, File No. 1-
32853, Marcii 3, 2008, as Exhibit 3.1). 

10.7 
10.1 Purchase and Sale Agreement dated as of Januaty 8, 

2006, by and among DuKe Energy Americas, LLC, and 
LSP Bay 11 Harbor Holding, LLC (filed with the Form 10-Q 
of the registrant for the quarter ended March 31, 2006, 
File No, 1-32853, as Exhibit 10,2). 

lO . l . l Amendmentto Purchase and Sale Agreement, dated asof 
May 4, 2006, by and among Ouke Energy Americas, LLC, 10,8 
LS Power Generation, LLC (formerly known as LSP Bay 11 
Harbor Holding, LLC), LSP Gen Finance Co, LLC, LSP 

. South Bay Holdings, LLC, LSP Oakland Holding, LLC, 
. and LSP Morro Bay Holdings, LLC {(filed with the Form 

lO-Q of the registrant for the quarter ended MarchSl, 
2006, File No. 1-32853, as Exhibit 10.2,1), 

10.9 ** 
10.2 ** Directors' Charitable Giving Program (filed with Form 10-K 

of Duke Energy Carolinas, LLC for the year ended 
December 31,1992, Flie No. 1-4928, as Exhibit 10-P). 

10.2.1** Amendmentto Directors'Charitable Giving Program dated 
June 18, 1997 (filed with Form 10-K of Duke Energy • 
Carolinas, LLC for the year ended DecemberSl, 2003, 10,10 
File No. 1-4928, as Exhibit 10-1.1). 

10,2.2** Amendmentto Directors' Charitable Giving Prc r̂am dated 
July 28, 1997 (filed with Fonn 10-K of Duke Energy 10.11 
Carolinas, LLC for the year ended DecemberSl, 2003, 
FileNo. 1-4928, as Exhibit 10-1.2). 

10-2.3** Amendment to Directors' Charitable Giving Program dated 10,12** 
February 18, 1998 (tiled with Form 10-K of Duke Energy 
Carolinas, LLC for the year ended DecemberSl, 2003, 
File No, 1-4928, as Exhibit 10-1.3). 

** Non-Qualified Option Agreement dated as of November 17, 
2003 pursuantto Duke Energy Corporation 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 tine year ended December 
31, 2004, File No. 1-4928, as Exhibit 10-18.4). 

** 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 
Cotporation and each of Fred J. Fowler, David L. Hauser, 
Jimmy W. Mc^ and Ruth G. Shaw (tiled with the 
Form 8-K of Ouke Energy Carolinas, LLC, File No. 1-4928, 
Februaty 28, 2005, as Exhibit 10-2). 

** Form of Phantom Stock Award Agreement dated as of May 
11, 2005, pursuant to Duke Energy Corporation 1998 . 
Long-Term Incentive Plan by and between Duke Energy 
Corporation and Jimmy W. Mogg. {filed with Form 10-Q of 
Duke Energy Carolinas, LLC for the quarisr ended June 30, 
2005, File No. 1-4928, as Exhibit 10-6). 

** Form of Phantom Stock Award /greement dated as of, May 
12, 2005, pursuantto Duke Energy Corporafion 1998 
Long-Term Incentive Plan by and between Duke Energy 
Corporation and nonemployee directors (filed in Form 8-K • 
of Duke Energy Carolinas, LLC, May 17, 2005, File 
No. 1-4928, as Exhibit 10-1). 

Form of Phantom Stock Award Agreement (filed with 
Form 8-Kof Duke Energy Corporation, File No, 1-3285S, 
AprlU, 2006. as Exhibit 10.1), 

Form of Periormance Share Award /greement (filed with 
Form 8-K of Duke Energy Corporation, File No. 1-S2853, 
April 4, 2006, as Exhibit 10.2). 

Employment /greement 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, 2006, as Exhibit 10.1). 
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Exhibit 
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10.12.1** Performance Award Agreement between Duke Energy 
Corporation and James E. Rogers, dated April 4, 2006 
{filed with Form 8-K of Ouke Energy Corporation, File 
No. 1-32853, April 6, 2006, as Exhibit 10.2). 

10.12.2** Phantom Stock Grant Agreement between Duke Energy 
Corporation and James E. Rogers, dated April 4, 2006 
(filed with Fomi S-K of Duke Energy Corporation, File 
No. 1-32853, April 6, 2006, as Exhibit 10.3). 

10.13 ** Form Phantom Stock Award Agreement and Election to 
Defer {filed with Form 8-K of Duke Energy Coiporation, 
File No. 1-32853, May 16, 2006, as Exhibit 10.1). 

10.14 Agreemente with Piedmont Electric Membership 
Corporation, Rutinetford Electi'ic Membership Corporation 
and Blue Ridge Electric Membership Corporation to 
provide wholesale electricity and related power scheduling 
sen/lcesfrom September 1, 2006through DecemberSl, 
2021 (filed with the Form 10-Q of Duke Energy 
Corporation for the quarter ended June 30, 2006, File 
No. 1-32653, as Exhibit 10.15), 

10.15 Purchase and Sale Agreement by and among Cinergy 
Capital & Trading, Inc., as Seller, and Fori:is Bank, S.A./ 
N,V., as Buyer, dated as of June 26, 2006 (filed with 
Fornn 8-K of Duke Energy Corporation, File No, 1-
32853, June 30, 2006, as Exhibit 10.1). 

10.16 ** Form of Amendment to Performance Award Agreement 
and Phantom Stock Award Agreement (filed with 
Form 8-K of Duke Energy Corporation, File No. 1-
32853, August 24, 2006, as Exhibit 10.1). 

10.17 ** Form of Amendment to Phantom Stock Award 
Agreement (filed with Form 8-K of Duke Energy 
Corporation, File 
No. 1-32853, August 24, 2006, as Exhibit 10.2). 

10.18 Fonnation and Sale Agreement by and among Duke 
Ventures, LLC, Crescent Resources, LLC. Morgan Stanley 
Real Estate Fund V U.S. LP., Morgan Stanley Real 
Estate Fund V Special U.S., L.P., Morgan Stanley Real 
Estate Investors V U.S., LP., MSP Real Estate Fund V, 
LP., and Morgan Stanley Strategic Investmente, Inc., 
dated as of September 7, 2006 (filed wltii tiie Form 10-
Q of Duke Energy Corporation for the quarter ended 
September 30,.2006, File No. 1-32853, as 

Exhibit 10.3). 

10.19 Fifteenth Supplemental Indenture, dated as of April 3, 
2006, among the registrant, Duke Energy and JPMorgan 
Chase Bank, N.A. (as successor to Guaranty Trust 
Company of New York), as trustee (the "Trustee"), 
supplementing the Senior Indenture, dated as of 
September 1,1998, between Duke Energy Carolinas, 
LLC (formerly Duke Energy Corporation) and the Trustee 
(filed with the Form 10-Q of Duke Energy Cotporation for 
the quarter ended June 30, 2006, File No. 1-32853, as 
Exhibit 10.1). 

10.19.1 Stock Option Grant/^reetpent 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, 2006, as Exhibit 10.4). 

10.20 ** Duke Energy Corporation 2006 Long-Term Incentive 
Plan (filed with Fornn 8-K of Ouke Energy Corporation, 
File No. 1-32853, October 27, 2006, as Exhibit 10.1). 

10.21 Tax Matters /greement, dated as of December 13, 
2006, by and between Duke Energy Corporation and 
Spectra Energy Corp (filed with Form 8-K of Duke Energy 
Corporation, File No. 1-32853, December 15, 2005, as 
Exhibit 10,1). 

10.22 Transition Seivlces Agreement, dated as of December 13, 
2006, by and between Duke Energy Corporation and 
Specti'a Energy Corp (filed with Form 8-K of Duke Energy 
Corporation, File No. 1-32853, December 15, 2006, as 
Exhibit 10.2). 

10.22.1 Amendment No. 1 to tiie Transition Sen/ices /Agreement, 
dated as of December 13, 2006, by and between 
Duke Energy Corporation and Spectra Energy Corp. (filed 
in Form 10-Q of Duke Energy Corporation for the quarter 
ended March 31, 2007, File No. 1-32853, as 
Exhibit 10,4). 

10.22.2 Amendment No, 2 to the Transition Services Agreement, 
dated as of December 13. 2006, by and between 
Duke Energy Corporation and Spectra Energy Corp. (filed 
in Form 10-Q of Duke Ener^ Corporation for the quarter 
ended March 31, 2007, File No. 1-32853, as 
Exhibit 10.5). 

10.22.3 Amendment No. 3 to tiie Transition Sen/Ices Agreement, 
dated as of December 13, 2006, by and between 
Duke Energy Corporation and Spectra Energy Corp. (filed 
In Form 10-Q of Duke Energy Corporation for the quari:er 
ended June 30, 2007, File No. 1-32853, as 
Exhibit 10,3). 

10.'22.4 Amendment No. 4 to the Transition Services Agreement, 
dated as of 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 No. 1-32853, as 
Exhibit 10.1). 

10.23 Employee Matters /Agreement, dated as of Decemter 13, 
2006, by and between Duke Energy Corporation and 
Spectra Energy Corp, (filed wltii Form 8-K of Duke 
Energy Corporation, File No. 1-32853, December 15, 
2006, as Exhibit 10.3). 

10.24 First Amendment to Employee Matters Agreement, dated 
as of September 28, 2007 (filed in Fomi 10-Q of 
Duke Energy Corporation for the quari:er ended 
SeptemberSO, 2007, FileNo. 1-32853, as Exhibit 
10.3). 

10.25 ** Duke Energy Corporation Director' Savings Plan i & 11, 
as amended and restated (filed with Form S-K of 
Duke Energy Corporation, dated October S l , 2007, File 
No. 1-4298, as Exhibit 10,2), 

10.26 ** Form of Phantom Stock Award Agreement (tiled in 
Form 8-K of Duke Eners' Corporation, March 8, 2007, 
File No. 1-32853, as Item 10.01). 

DUKE ENERGY CORPORATION/ 2009 FORIW IG-K E-2 



PART IV 

Exhibit 
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10.27 * * Form of Petfomance Share Award Agreement (filed In 
Form 8-K of Duke Energy Corporation, March 8, 2007, 
File No. 1-32853, as item 10,02). 

10.28 Separation and Distribution Agreement, dated asof 
December 13, 2006, by and between Duke Energy 
Corporation and Spectra Energy Corp. (filed in Form 8-K 
OfDuke Energy Corporation, File No. 1-32853, 
December 15, 2006, as Item 2.1). 

10,28,1 Amendment No, 1 to the Separation and Disliibution 
Agreement, dated as of December 13, 2006, by and 
between Duke Energy Corporation and Spectra Energy 
Corp, (fited in Form 10-Q of Duke Energy Corporation for 
the quarter ended March 3 1 , 2007, File No. 1-32853, as 
Exhibit 10.3). 

10.29 * * Amendment to the Duke Energy Corporation 1998 Long-
Term Incentive Plan, efl'ective as of February 27, 2007, 
by and between Duke Energy Corporation and Spectra 
Energy Corp. (filed In Form 10-Q of Duke Energy 
Corporation for the quarterended March 3 1 , 2007, File 
No. 1-32853, as Exhibit 10.6). 

10.30 * * Amendment to tiie Duke Energy Corporation 2006 Long-
Term Incentive Plan, effective as of Februaty 27, 2007, 
by and between Duke Energy Corporation and Specti'a 
Energy Corp. (filed In Form 10-Q of Duke Energy 
Corporation for the quarter ended March 3 1 , 2007, File 
No. ,1-32853, as Exhibit 10.7). 

10.31 $2,650,000,000 Amended and Restated Credit 
Agreement, dated asof June 28, 2007, among 
Duke Energy Corporation, Duke Energy Carolinas, LLC, 
Duke Energy Ohio, Inc., Duke Energy Indiana, Inc. and 
Duke Energy Kentucky, Inc., as Borrowers, the banks 
listed therein, Wachovia Bank, National Association, as 
Administrative Agent, JPMorgan Chase Bank, National 
Association, Barclays Bank PLC, Bankof America, N.A. 
and Citibank, N.A., as Co-Syndication /^ents and The 
Bank of Tokyo-Mitsubishi, Ltd., New York Branch and 
Credit Suisse, as Co-Documentation Agente (filed In 
Forni 8-K of Duke Energy Corporation, July 5, 2007, File 
No. 1-32853, as Exhibit 10.1; the agreement was 
executed June 28). 

10.31,1 Amendment No. 1 to Amended and Restated Credit 
Agreement (filed in Form 8-K of Duke Energy 
Corporation, March 12, 2008, File No. 1-32853, as 
Exhibit 10.1). 

10.32 Engineering, Procurement and Construction Agreement,, 
dated July 11 , 2007, by and between Duke Energy 
Carolinas, LLC and Stone & Webster National' 
Engineering P,C. (port:ions of the exhibit have been 
omitted and filed separately with tiie Securities and 
Exchange Commission pursuant to a request for 
confidential treatment pursuant to Rule 24b-2 under the 
Securities Exchange Act of 1934, as amended) (tiled In 
Form 10-Q of Ouke Energy Corporation for the quarter 
ended SeptemberSO, 2007, File 

No. 1-32853, as Exhibit 10.2). 

10,33** 

10,34 ** 

10.35 

10.36** 

10.37-

10.38 

10,39** 

10.40 

* i n / IT*** 40.41 

10.42 

Change in Control /Agreement by and between Duke 

Energy Corporation and James L. Turner, dated April 4, 
2006 (filed with Fomi 10-K of Duke Energy 
Corporation for the year ended December 3 1 , 2007, 
File 
No. 1-32853, as Exhibit 1064.1). 
Change in Control Agreement by and between Duke 
Energy Corporation and Marc E. Manly, dated April 4, 
2006 (tiled with Form 10-K of Duke Energy 
Corporation for the year ended December 3 1 , 2007, 
File No. 1-32853, as Exhibit 10.66.1). 

Amended and Restated Engineering, Prccurementand 
Construction Agreement, dated February 20, 2008, by 
and between Duke Eneigy Carolinas, LLC and Stone & 
Webster National Engineering P.C. (portions of tiie 
exhibit have been omitted and filed separately with the 
Securities and Exchange Commission pursuant to a 
request for confidential treatment pursuant to Rule 24b-
2 under the Securities Exchange Act of 1934, as 
amended) (filed In Form 10-Q of Duke Energy 
Corporation forthe quartet ended March S l , 2008, File 
No. 1-32853, as Exhibit 10.1). 

Form of Phantom Stock Agreement (filed on Form 8-K of 
Duke Energy Corporation, February 22, 2008, File 
No. 1-32853, as Exhibit 10.1). 

FQm:\ of Performance Share Agreement (filed on Form 8-
K of Duke Energy Corporation, Febmaty 22, 2008, File 
No. 1-32853, as Exhibit 10.2). 

Amendment No. 1 to the Amended and Restated Credit 
Agreement (filed on Form 8-K of Duke Energy 
Corporation, March 12, 2008, File No. 1- 32853, as 
Exhibit 10,1). 

Summaty of Director Compensation Program (filed In 
Form 10-Q of Duke Energy Corporation for the quarter 
ended June 30, 2008. File No. 1-32853, as 
Exhibit 10.1). 

Agreement and Plan of Merger by and among DEGS 
Wind 1, LLC, DEGS Wind Vermont, Inc., Catamount 
Energy Corporation (filed in Form 10-Q of Duke Energy 
Corporation for the quarter ended June 30 , 2008, File 
No. 1-32853, as Exhibit 10.2). 

Amended and Restated Engineering and Constnjction 
/greement, dated as of December 2 1 , 2009, by and 
between Duke Energy Carolinas, LLC and Shaw 
North Carolina, Inc. 

Operating Agreement of Pioneer Transmission, LLC 
(filed In Form 10-Q of Duke Energy Corporation for the 
quarter ended September 30, 2008, File No. 1-32533, 
as Exhibit 10.1). 
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10.43** • Amendment to Duke Energy Corporation Executive Savings 
Plan, effective as of August 26, 2008 (filed on Form 8-K of 
Duke Energy Corporation, September 2, 2008, File 
No. 1-32583, as Exhibit 10.1). 

10.44** Duke Energy Corporation Executive Cash Balance Plan, as 
Amended and Restated Effective August 26, 2008 (filed on 
Fomi 8-K of Duke Energy Corporation, September 2, 2008, 
FileNo, 1-32583, as Exhibit 10.2). 

10.45** Amendment to Employment 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 10.3). 

10,46** Form of Amended and Restated Change in Control 
/Agreement, effective as of August 26, 2008 (filed on Form 
8-K of Duke Energy Corporation, September 2, 2008, File 

. No. 1-32583 as Exhibit 10.4). 

10 .47** Amendment to Phantom Stock and Pertormance Awards 
with James E, Rogers, effective as of august 26, 2008 
(filed on Form 8-K of Duke Energy Corporation 
September 2, 2008, File No. 1-32853, as Exhibit 10.5). 

10 .48** Amendment to Deferred Compensation Agreement with 
James E. Rogers, effective as of August 26, 200B (filed on 
Form 8-K of Duke Energy Corporation, September 2, 2008, 
File No. 1-32583, as Exhibit 10.6). 

10 ,49** Amendment to Award Agreements pursuant to the Long-
Term Incentive Plans (Employees), effective as of 
August 26, 2008 (filed on Form 8-K of Duke Energy 
Corporation, September 2, 2008, File No, 1-32583, as 
Exhibit 10,7), 

10 .50** Amendment to Award /^reements pursuant to the Long-
Term Incentive Plans (Directors), effective as of August 26, 
2008 (filed on Form 8-K of Duke Energy Corporation, 
September 2, 2008, File No. 1-32583, as Exhibit 99.1). 

1 0 . 5 1 * * Amendmentto Duke Energy Corporation Directors' Savings 
Plan, effective as of August 26, 2008 (tiled on Form 8-K of 
Duke Energy Corporation, September 2, 2008, File 
No, 1-32583, as Exhibit 99.2). 

10.52^ 

10.53 

10,54 

*12 

*21 

*23,1 

*24.1 

*24.2 

*31.1 

*S1.2 

*32.1 

*32,2 

101 

Deferred Compensation /Agreement dated December 16, 
• 1992, between PSI Energy, Inc. and James E, Rogers, Jr, 

Engineering, Procurement and Constmction Management 
Agreement dated December 15, 2008 between 
Duke Enetgy 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 24b-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, 2009 (filed on Form S-K of Duke Energ/ 
Corporation, June 26, 2009, File No, 1-32853, as 
Exhibit 99.1). 

Computation of Ratio of Earnings to Fixed Charges, 

List of Subsidiaries, 

Consent of Independent Registered Public Accounting Firm. 

Power of attorney authorizing Lynn J. Good and others to 
sign the annual report on behalf of the registrant and 
certain of ite directors and ofl'icers." 

Certified copy of resolution ofthe Board of Directors ofthe 
registrant authorizing power of attorney. 

Certification of the Chief Executive Officer Pursuant to 
Section 302 ofthe Sarbanes-Oxley Act of 2002. 

Certification of tiie Chief Financial Oflicer Pursuant to 
Section 302 of the Sarbanes-Oxley Act gf 2002, 

Certification Pursuantto IS U.S.C, Section 1350, as 
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act 
of 2002. 

Certification Pursuantto 18 U.S.C. Section'1350, as 
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act 
of 2002. 

Financials In XBRL Format 

The, total .amount of securities of the registrant or ite subsidiaries authorized under any instrument wi th respect to long-term debt not filed as 

an exhibit does not exceed 10% ofthe total assete ofthe registrant and ite subsidiaries on a consolidated basis. The registrant agrees, upon 

request of the Securities and Exchange Commission, to furnish copies of any or ali ot such instruments to it. 
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m O u k e 526 South Church Street 

Charlotte, NC 28202-1802 

www.duke-energy,com 

OUR MISSION 

At Duke Energy, we make people's lives better by providing gas and electric services in 

a sustainable way —affordable, reliable and clean. This requires us to constantly look 

for ways to improve, to grow and to reduce our Impact on the environment. 

OUR VALUES 

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 

commitmente, We admit 

when we're wrong. 

Openness: We're open to 

change and to new ideas from 

our co-workers, customers 

and other stakeholders. We 

explore ways to grow our 

business and make it better. 

Passion: We're passionate 

about what we do. We strive 

for excellence. We take 

personal accountability 

for our actions. 

Respect: We value diverse 

talents, perspectives and 

expenences. We treat 

others the way we want 

to be treated. 

Safety: We put safety 

first in all we do. 

WHAT IS SIMPLE 
ABOUT PROVIDING 
A F F O R D A ^ 
RELIULE 

ABOUT THE COVERS 

Our children remind us that being concerned about the future has to be part of providing 

affordable, reliable and cleaner energy today. From left: Jack Hamel, 3, Is the son of Stuart 

Hamel, manager of Valuation and Market Analysis for Duke Energy International. Ty Bailey, 

Is the son of Irene Chin, manager. Information Technology Support. Kennedy Ray, 4, is the 

daughter of Susan Ray, director. Risk IVIanagement for Duke Energy International. 

http://www.duke-energy,com
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Profile 
Duke Energy is the third largest electric 
power holding company in the United 
States, based on kilowatt-hour sales. 
Our regulated utility operations serve 
approximately 4 million customers 
located in five states in the Southeast 
and Midwest, representing a population 
of approximately 11 million people. 
Our commercial power and international 
business segments own and operate 
diverse power generation assets in North 
America and Latin America, including a 
growing portfolio of renewable energy 
assets in the United States. 
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Financial Highlights' 

(In millions, except per-share amounts) 

Statenient of Operations 
Total operating revenues 
Total operating expenses 
Gains on sales of Investments in commercial and multi-family real estate 
Gains (losses) on sales of other assets and other, net 

Operating income 
Total other income and expenses . 
Interest expense 
Minority Interest (benefit) expense 

Income from continuing operations before Income taxes 
Income tax expense from continuing operations 

Income from continuing operations 
Income (loss) from discontinued operations, net of tax 

Income before cumulative effect of change in accounting principle 
and extraordinary Items 

Cumulative effect of change In accounting principle. 
net of tax and minority Interest 

Extraordinary Items, net of tax 
Net income 
Dividends and premiums on redemption of preferred and 

preference stock 

Earnings available for common stockholders 

Ratio of Earnings to Fixed Charges 
Common Stock Data 
Shares of common stock outstanding^ 

Year-end 
Weighted average — basic 
Weighted average — diluted 

Earnings per share (from continuing operations) 
Basic 
Diluted 

Earnings (loss) per share (from dlK:ontinued operations) 
Basic 
Diluted • 

Eamings per share (before cumulative effect of change 
in accounting principle and extraordinary Items) 
Basic 
Diluted 

Earnings per share (from extraordinary Items) 
Basic 
Diluted 

Earnings per share 
Basic 
Diluted 

Dividends per share'^ 

Balance Sheet 
Total assets 
Long-term debt including capital leases, less current maturities 

2008 

$13,207 
10,765 

— 
69 

2,511 
121 
741 

(41 

1,895 
616 

1,279 
16 

1,295 

— 
67 

1,362 

— 
$ 1,362 

3.4 

1,272 
1,265 
1,268 

$ 1.01 
1.01 

$ 0.02 
0.01 

$ 1.03 
1.02 

$ 0.05 
0,05 

$ 1.08 
1.07 
0.90 

$53,077 
$13,250 

2007 

$12,720 

$ 

$ 

$ 

$ 

S 

$ 

0.222 
_ 
(5) 

2,493 
428 
685 

2 

2.234 
712 

1,522 
(22) 

1,500 

— 
_ 

1,500 

— 
1,500 

3,7 

1,262 
1,260 
1,266 

1,21 
1.20 

(0,02) 
(0,02) 

1.19 
1,18 

__ 
— 

1,19 
1.18 
0,86 

$49,686 
$ 9,498 

2006 

$10,607 

$ 

$ 

$ 

$ 

$ 

$ 

9,210 
201 
223 

1,821 
354 
632 

13 

1,530 
450 

1,080 
783 

1,863 

— 
— 

1,863 

— 
1,853 

2.5 

1,257 
1.170 
1,188 

0,92 
0.91 

0.57 
0.66 

1.59 
1.57 

— 
— 

1.59 
1,57 
1,26 

$68,700 
$18,118 

2005 

$ 6,906 

$ 

$ 

$ 

S 

$ 

$ 

5,586 
191 
(55) 

1,456 
217 
381 

24 

1,268 
375 

893 
935 

1,828 

(4) 

— 
1,824 

12 

1,812 

2.4 

928 
934 
970 

0,94 
0.92 

1.00 
0.96 

1.94 
1,88 

— 
— 

1.94 
1.88 
1.17 

$54,723 
$14,547 

2004 

$ 5,357 

$ 

$ 

$ 

$ 

$ 

$ 

5,074 
192 

(435) 

1,040 
180 
425 
(15) 

810 
192 

618 
872 

1,490 

— 
— 

1,490 

9 

1,481 

1.6 

957 
931 
966 

0,65 
0.64 

0,94 
0.90 

1.59 
1,54 

— 
— 

1,59 
1.54 
1.10 

$55,770 
$16,932 

a Significant transactions reflected in the results alMve include: 2007 spinoff of the natural gas businesses (see Mote 1 to ihe Consolidated Financial Statements in Duke Energy's 2008 Form 
lO-K, "Summafyof Significant Accounting Policies''), 2006 merger with Cinergy (see Note 3 to the Consolidated Financial Statements in Duke Energy's 2008 Fom 10-K. "Acquisitions and 
Dispositions of Businesses and Sales of Other Assets"), 2006 Crescent joint venture transaction and subsequent deconsalldatfon effective September 7,2006 (see Note 3 to the Consolidated 
Financial Statements in Duî e Energy's 2008 Form IO-K, "Acquisitions and Dispositions of Businesses and Sales of Other Assets"), 2005 DENA disposition, 2005 deconso ltda tion of 
DCP l>,1ids[ream effective July 1, 2005, 2005 DCP Midstream sale of TEPPCO and 20Q4 sale of the former DENA Southeast plants. 

b 2006 increase primarily attnbutable to issuance of approximately 313 miliion shares In connection with Duke Energy's merger w i ^ Cinergy (see Note 3 to the Consolidated Financial 
Statements in Duka Eiiergy's 2008 Form 10-K, "Acquisitions and Dispositions of Businesses and Sales of Other Assets"). 

c 2007 decrease due to the spinoff of the natural gas businessestosharehaldarson January 2, 2007, as dividends subsequent to the spinoff were split proportionately between Ouke Energy 
and Spectra Energy such that the sum of the dividends of the two stand-alone companies approximated the former total dividend of Duke Energy prior to the spinoff. 

See Notes to Consolidated Financial Statements tn Duka Energy's 2008 Form 10-K. 
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Chairnnan's Letter to Stakeholders 

Dear fellow investors, customers, employees and all who 
have an Interest in our success — our partners, suppliers, 
policymakers, regulators and communities: 

Last year, ! wrote about how we are building a.n environmen
tally advanced generation and distribution system as a b'idge 
to a low-carbon fulure. But thai was before the credit crisis of 
2008. Has the current economic cr;5is impscted our pl3n,s? 
Absolutely. WG have delayed some capital spending and are 
reducing our operating costs every way we can. 

But even in this economic crisis, we must continue to execute 
the long-term plans we have described in past annual reports. 
We will continue to act decisively to transition Duke Energx̂ 's 
business modei from one reflecting 20th century needs to a 
new model based on 21st century realities. 

REDEFINING OUR BOUNDARIES 

These new realities include the need for increased energy 
efficiency, cleaner coal technologies, distnbuted generation, 
new nuclear energy and renewables, including wind, sclar and 
biomass. In 2008, 1 challenged our employees xo work together 
to develop thê se initiatives by redefining our boundaries. 

We made progress. We learned that some boundaries are 
imagined and some are real. The imagined ones usually show 
up in conversations ending with; "Well, we've always done it 
that way," The real boundaries challenge us to innovate and 
devise new operating plans. Throughout the year, we continued 
to execute our core business goals and accelerated our transi
tion tc a lo'̂ ;-carbon future. 

In 2008, the Puolic Lltilities Commission of Otiio approved our 
save-a-watt eneigy efficiency and smart gr'd p'og,rams. Tiiese 
initiatives redî fine the boundary between our utility equipment 
and our customers' home and business power networks. In the 
past, utility service stopped at the meter. No longer. Under the 
save-a-watt and smart grid programs, we will work with our 
customcs so they can use their energy more efficiently and 
productively - - while reducing their monthly bills. 

Last year, we proposed a program that would install pnolo-
voltaic solar panels or the rooftops ct up to 4C0 North 

Carolina homes and businesses, one ot the first such distrib
uted generation ventures in the nation. Togelher, these units 
would gene'-ate enough power to supply about 1,300 homes. 
This project could help us to gain experience In Installing and 
operating these on-site eiectncity genoration facilities. 

We believe our nation can't achieve significant reductions in 
its carbon emissions without building new nuclear energy 
capacity, which emits zero greenhouse gases. We have filed 
an application for g combined consffuction and operating 
license with the U.S. Nuclea' Regulatory Commission for a 
potential new nuclear station ~ the William States Loe 111 
station in South Carolina, Aithough a final decision to build a 
new nuclear station is still in the future, work must continue 
to ensure this option remains available to meet the growing 
demand for electrcity. 

These and other projects a'e shaped by our over-arching goal: 
to develop a capital-efficient and environmentally advanced 
energy system that provides customers with affordable, reliable 
and increasingly clean energy. 

Additionally, we are focused on achieving our low-carbon 21st 
century goals. In light of that, we are working with influential 
regulatory, technological and environmental thought leaders. In 
these partnerships, we examine what needs to be changed and 
what doesn't. You will meet three of these thought leader's later in 
this report. Their experience and knowledge are vital to success
fully navigate our transition. 

For the third year in a row, Duke Energy was nam.ed to the 
Dow Jones Sustainability Index (DJSl) for North American 
companies in the electhc utility sector. In March 2009, 
Corporate Resoonsib'llty Officer magazine named Duke Energy 
to its 100 Best Corporate Citizens 2009 list, This recognition 
underscores our fundamental corrmitment to responsibly 
serve ali of our stakeholders. 1 invite you to also review our 
2008i20C9 Sustainability Report available on our Web site, 
to learn more about the bold stretch goals v̂ e nave set. 

Challenges in 2008 

We are used Ic challenges, but 20CS v>/as a standout year. 
. Due to the deepening -ecession, our kilovvatt-rour sales growth 
decilnec in all cf cur -egulated service te'ritQr:es, The downturn 
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In the real estate market also continued to impact Crescent 
Resources. As a result, we fell short of achieving our 2008 
employee incentive target of $1,27 of adjusted diluted earnings 
per share (EPS). 

But importantly, with the combined 2008 adjusted segment 
earnings before interest and taxes (EBIT) of U.S, Franchised 
Electric and Gas, Commercial Power and International Energy, 
and our employees' efforts to control costs, we achieved a 
total 2008 adjusted diluted EPS of $1.21. 

Last year, our employees delivered on our most important 
metric of all. It was our best year ever for employee safety. Our 
Total Incident Case Rate, a common Industry standard used to 
measure safety performance, dropped to 1,15. an 8 percent 
improvement over 2007, All major operational groups hit 
their safety targets. Even more importantly, we had no 
work-related fatalities last year, and serious injuries were down. 

Our employees also delivered an excellent year from an 
operations standpoint. They responded heroically in September 
when the remnants of Hurricane Ike tore through our Midwest 
service territory. With about 1.1 million ofour 1.6 million 
customers Impacted, this was easily the largest storm-related 
incident in our history for this region. Despite the widespread 
damage to our system, we were able to safely restore service to 
every customer within eight days. 

Last year, our stock performance was down but we still outper
formed the overall markets, Duke Energy's 2008 total share
holder return was -21.7 percent, compared to -37,0 percent 
for the S&P 500 and-27,2 percent for the Philadelphia Utility 
Index, While there Is some consolation in out-performing the 
market in 2008, our goal remains to deliver sustainable growth 
over the long term. 

No one knows just how long this recession will last or how 
severe it will be. With double-digit national unemployment 
forecast for 2009, there is a lot of belt tightening going on 
in homes and businesses throughout the country. At Duke 
Energy, we will continue to take the necessary steps to 
maintain our strong balance sheet, 

Maintaining Our Liquidity and Cash Positions 

Efficient capital attraction and deployment is our Iifeblood — 
It Is the key to our future earnings growth. Electric utilities are 
one of the most capital-intensive of all U.S. industries. During 
the unprecedented tightening of the credit markets in 2008, 
we continued to access capital markets. 

From Jan. 1, 2008, through Jan. 31, 2009, we Issued about 
$4,5 billion of fixed-rate debt at a weighted average rateof 
6.05 percent, with an average matuhty of 15.2 years. To put 
this in context, it should be compared with the weighted 
average cost of our total long-term debt at year-end. The 2008 
year-end cost of our total portfolio was 5.65 percent with an 
average maturity of 12,7 years. We also continue to maintain 
investment-grade credit ratings. 

We will continue to allocate cash to our growth projects as 
well as to maintain and grow our dividend. We are proud that 
2008 was the 32nd consecutive year that Duke Energy paid 
a quarterly cash dividend on its common stock. Last year, the 
Board of Directors increased the quarterly dividend payment 
from 22 cents to 23 cents per share. 

Investing in the Future 

We have the potential to invest nearly $25 billion over the next 
five years to modernize our regulated operations and to grow 
our commercial businesses. About $7 billion is committed 
capital, including the dollars allocated for completing our two 
new advanced coal-fired plants. Roughly $13 billion is for 
ongoing capital spending, such as maintenance, which has 
some flexibility as to when It Is spent. The remaining $5 billion 
of our potential Investment is discretionary growth capital. We 
won't Invest these discretionary dollars unless 1) we secure 
constructive regulatory treatment for projects in our regulated 
businesses, or 2) our return expectations are met for projects 
in our commercial businesses. 

We believe we can grow earnings through more creative legisla
tive and regulatory frameworks — such as save-a-watt approval 
and cash recovery of construction work in progress. This will 
allow us to recover financing, construction and energy effi
ciency costs on a timely basis to earn fair and competitive 
returns on capital over time. As a result, we remain committed 
to growing adjusted diluted earnings per share at a compound 
annual growth rate of 5 to 7 percent through 2013, assuming 
a rebound in the economy. 

An Evolving Mission 

Today, the electric utility industry Is at a crossroads. Energy 
policies over the 20th century promoted investment in large 
generating plants fueled by low-cost fossil fuels, primarily coal 
and natural gas. They also fostered the development of nuclear 
power. The success of this effort was essential to the United 
States' emergence as a world economic superpower. 

With the mission of providing universal access to electricity 
accomplished, we face new challenges, Our mission for this 
century is to redefine our boundaries — to go beyond the 
meter, creating new customer partnerships and providing 
universal access to clean and efficient energy. 

To accomplish this mission we are: 

1, Promoting investment In customer programs to accelerate 
the contribution of energy efficiency to meet future demand 

2, Building a new fleet of efficient power plants using diverse 
fuels to meet growing demand and to Increase our reliability, 
while retlhng older higher-emitting plants to significantly 
decrease our environmental impact, and 

3, Pushing for the approval of legislative and regulatory policies 
that will ease the transition to an industry with significantly 
fewer greenhouse gas emissions. 
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Our mission for this century is to redefine 
our boundaries — to go beyond the meter. 
creating new customer partnerships and 
providing universal access to clean and 
efficient energy. 

GOING BEYOND THE METER: 

Pronoting investnient in custorper progran-is 
io accelerate the contribut'on of energy efficiency 
to neel 'uture demand. 

We consider energy efficiency to be our "fifth fuel," Of course, 
it's not like water, coal, natural gas or uranium. You can't 
touch or smell energy efficiency, but you can understand 
why It is vital to our future. By making our entire system more 
efficient, we will save money because we will need fewer 
power plants. At the same time, we will maintain high-quality 
service and reliability. 

However, existing regulations create disincentives for investing 
in energy efficiency. Most utilities earn returns on capital only 
when they build new plants. But regulators, such as those in 
Ohio, are shifting this paradigm. The save-a-watt model they 
have approved helps create a level playing field for energy 
efficiency and Investments in new plants. 

The new model promotes energy efficiency investments by 
allowing us to recover the money and earn a return on the 
savings realized by nof having to build a new plant. This is 
called the "avoided cost." 

Everyone wins under this new program. Our customers win 
because they save money from increased energy efficiency. 
Investors win because the returns they earn on efficiency 
investments are comparable to those earned by Investing in 
a new plant. Society and communities win because we will 
need to build fewer power plants, which will reduce emissions, 
including greenhouse gases. As a result, customers as a whole 
will enjoy even more reliable power and new time-saving 
services and conveniences. 

The Save-A-Watt Model 

Save-a-watt is entirely performance-based. If the investments in 
more efficient lighting, heating and cooling systems don't save 
energy — which will be verified by an independent third party 
every year — we don't get paid. Customers who participate 
directly In the programs could see their bills go down on 
average by about $5 per month. 

We filed our save-a-watt plan In Kentucky In December 2008, 
In early 2009, South Carolina regulators rejected our save-a-watt 
plan, but we expect to re-flle, as they showed strong support for 
energy efficiency and a willingness to expedite their review of 
a revised plan. North Carolina regulators requested additional 
Information on our save-a-watt filing, but they also approved 
our proposed energy efficiency programs. In late February 
and early March 2009, Indiana regulators held hearings on 
save-a-watt. We expect an order later in 2009, 

Modernizing Our Distribution System 

To fully benefit from our save-a-watt investments, we need to 
upgrade our transmission and distribution system. Our nation's 
power grid has used the same analog switches, controls and 
meters for more than 100 years. This equipment has served 
us well, but It will not be adequate to connect to new energy-
efficient smart appliances and equipment. This requires a 
digital two-way Interconnection — a "smart grid," When 
this technology is in place, our customers will be able to 
manage their appliances and equipment more efficiently. 

Over the next five years, subject to constructive regulatory 
treatment, we plan to Invest about Sl billion In smart ghd 
equipment in homes and businesses. By mid-2009, we will 
have Installed more than 70,000 smart electric meters in 
three states and about 40,000 digital gas meters In the 
Midwest, As I noted earlier, we have received approval to 
begin the deployment of smart grid technology In Ohio, includ
ing Installing 700,000 smart meters over the next five years. 
We are also seeking approval to Install up to 800,000 smart 
meters throughout our Indiana service territory. 

Maintaining Customer Comfort and Convenience 

Smart grid technology will give our customers the opportunity 
to optimize their energy consumption while we more efficiently 
manage our overall generation load. For example, digitally 
connecting appliances such as air conditioners, water heaters 
and dishwashers to smart meters allows these devices to 
be programmed to briefly turn off and on during times of 
peak demand. This wil! better balance our loads, and in turn, 
save customers money. 
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Our obligation to meet the needs of our 
customers for affordable, reliable and 
increasingly clean energy cannot be fulfilled 
without coal in our fuel mix. Building more 
efficient and cleaner coal units and retiring 
older ones serves as a bridge to the future. 

These systems are largely invisible. There is no sacrifice in 
comfort or convenience. In fact, some customers in ongoing 
pilot programs didn't realize these systems were even operating 
until they saw the associated cost savings on their electric 
bills. Eventually, customers who want more control over 
their energy consumption and savings potential will be able 
to view their real-time energy usage through an energy portal 
that can be displayed on a home computer, a television set 
or a smart phone. 

We expect to achieve similar efficiency improvements and 
savings on our side of the meter These investments will 
allow us to automatically balance loads and isolate overloads 
to prevent outages. 

Visiting the Future 

In 2008. wc opened our Envision Center in Erianger, Ky., just 
a few miles from our Ohio offices. Here our stakeholders can 
experience the 21st century utility firsthand. Visitors learn 
about many energy management devices, including smart 
meters, storage batteries, solar panels and other emerging 
technologies. 

The center Includes our "smart garage," where plug-In 
hybrid electric vehicle manufacturers offer demonstrations 
of their prototypes. As you will see on page 16 of this report, 
I've visited the center and you should, too — it brings energy 
efficiency and the smart grid to life. 

We've since opened our second Envision Center in Raleigh, 
N,C,, and we are field-testing some of these new technologies 
at a subdivision In Charlotte, N,C, 

Aiong with our smart meter initiative, these demonstration sites 
are providing us with real-time experience to make sure the 
homes, businesses and communities we serve are significantly 
more energy efficient. 

Envision Center 
By Duke Energy 

MEETING FUTURE NEEDS 
THROUGH SUPPLY: 

Building a rew f̂ eet o' efficient pcwer olants 
using diverse fuels to n^eet growing demand 
and to inc'TJaso our rc'iab'lity, wh'ic rcti'ing older 
higher-emiuiHg plants :o significantiy decrease 
cur environnental iiTipact. 

We take our responsibility for meeting our customers' needs in 
a sustainable way very sehously. As proof, consider that today 
we are the third largest generator of electricity among the top 
20 U.S.-based Investor-owned utilities. Not surphsingly, we 
also rank third in this group for totai tons of carbon dioxide 
(COj) emitted. However, when you look at carbon intensity, 
which is simply the amount of CO^ emitted per unit of energy 
produced, based on the latest available 2007 data, eight other 
companies within this group had higher carbon intensities 
than we did. 

As we transition to a low-carbon future and grow our system 
to meet future demand, carbon Intensity will be a good way 
to judge our progress In decarbonizing our generation fleet. 

Replacing Old Coai with New Cleaner-Burning 
Coal Tectinologies 

Why are we building coal and other fossil fuel plants if we want 
to lead In energy efficiency as well as In reducing greenhouse 
gas emtissions? The answer is simple: Our obligation to meet 
the needs of our customers for affordable, reliable and increas
ingly clean energy cannot be fulfilled without coal In our fuel 
mix. Building more efficient and cleaner coal units and retiring 
older ones serves as a bridge to the future. 

To put it another way, we don't know what Inventor working in 
his or her garage might come up with a "silver bullet" invention 
to control carbon emissions, or if anyone ever will. To hedge 
this uncertainty, we have adopted a "silver buckshof' strategy. 
We are continuing to expand our power supply options with a 
diverse portfolio that Includes cleaner coal, nuclear, natural gas, 
renewables and energy efficiency. This balanced approach 
protects our customers from the availability and pricing volatility 
of any one fuel. 
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Just over 50 percent of our regulated genoration caoacity 's 
fueled by coal, i- tne iVVdwest, approximately 95 percent of 
our energy sa'cs come from ccaiTired assets. We are building 
tv.'o new advanced coalTired olants about a S5 billion 
inveslmenl — to replace o'der coal units. 

Atyear-cnri 2008. tne nnw 825-n:egaw3tt Cliffside Unite 
coal prcjoct 'n North Cai-olina was neariy 30 percent complete. 
When !: is finished in 2012, it will evciually replace more 
than 1,000 megawatts of o'der less efficient and higher-
emitting coal units. As we 'eiire cider coal unlrs and take other 
actions, we expect this plant tc be carbon-neutral tay 2018. 

In indiana. the 630-negawatt Edwardspori coal gasification 
plant was about 20 percent complete at year-end 2008 When 
finished in 2012, it will replace IbO-megawatts of existing 
coal un t̂s bu ît in t'̂ e 1940s anc 1950s. Importantly, we hope 
tc use dcvolo:3ing technology fcr carbon capture and stai'age 
near this p'an': site, Wc are seeking a portion of the funds 
aulhori.-̂ ed for cleaner coai technologies ir the federal stimulus 
package enacted in Feoruary 2009 for this part of the project, 

Add:tionally, v-yeare building two lower-emitting 620-mcg3watt 
combined cycle natural gas-fired plants at tv̂ o existing facilities 
in Nof'th Caralina, When completed in 2012, these new units 
vdll roti:-o a total of about 250 mcf̂ awatts of older coai-fired 
units as par: of the 1,000 megawatts fefererced above. 

Baseload coal and nuc:ear power plants are the workhorses ot 
povî icr generation. Unlike wind and solar pow-er, they typically 
sijpply pov^c 24 hours a day 

By 2013, when v./e will have completed our two new coal 
plants, Ihe two new gas-fired plants and shut down the 
older units, we will reduce our carbon intensity by roughly 
10 percent, k' we proceed with the new Lee Nuclear Station 
and can bhng it on line by 2020, we will have reduced 
our carbon intensity by about 20 percent. 

Advancing Renewable Energy 

Our utility companies are increasing the amount of renev/able 
energy in their mix to meet both existing and anticipated 
renewable portfolio standards. Over the last two years, we 
have issued requests for proposals in the Carolinas, Ohio and 
Indiana, seeking b̂ ds for power generated from solar, wind, 
water, biomass and other '"enowable sources. Last year, 
a new wind farm In northern Indiana began suppiyir'g our 
Indiana customers vdth up to approximately 100 megawatts 
of eiectncity. Ou' agreement io receive power from this wind 
farm extends for 20 years, 

fo ensure that power from a growing number of new wind 
farms in [he iVTdwest reaches ou-" se-vlce terrtory, we formed 
a 50-50 ;cint venture with Amer'can Electhc Power to sile, 
bu l̂d and operate a 240-m::e ultra-high-vcltage 755-kllovGlt 
t'̂ arsmisslon line in Indiana. Besides linking new and existing 
generation in the northern and souhie-n parts of the state, 

the Sl b"' or: project will also hoip alleviate grid congestion 
in the Mldv/est, The earliesl possible completion date fof 
tne project Is 2015. 

We also signed a 2C-yG-ar agreement to puxhase the full 
output of what will be one of the nation's largest photovoltaic 
soiar farms to be built in NorUi Carolina, Construction wil. 
bcĝ n in 20C9, and the facility Is expected to be operadonai 
t;yycar-cnd 2010, 

Add'tionally, we have agreed to purchase five megawatts of 
eiectncity generated from methane gas f.'-om a landfill in 
Durham, N.C, and one near Greenville, S.C. Prcaucing elec
tricity from methane gas not only uses a renewable fuel, but it 
also destroys the methar-e, which has a global warming Imoaci: 
20 times greater than CO2. 

On the commercial side of our business, wc aio expanding into 
biopower with a joint venture with French energy giant AREVA, 
fnis new company, ADAGE, will develop plants in ifie United 
States powered by y>.'ood waste, AREVA will design and build 
the plants, and Duke Energy will operate and manage them. 
We are aifiiing to start construction on the first plant In 2010, 

Over the last several years. Commercial Power acquired two 
wind energy com^panles, and last year we began operations at 
our first two wind farms in Wyor^ing and Texas. We are also 
co-owner of Ihe Sweetwater project in Texas — one ot the 
largest wind farms in Ihe world. 

In a unique ag:-eement with Wal-Mart, beginning in the second 
quarter of 2009 and for ihe next four years, our Texas facility 
will supply wind energy for a portion of the total energy used 
by more than 350 stores in Texas. 

At the end of last year, we had close to 400 megav^atts of wind 
power in operation and a potential wind development pioeline 
ot more than 5,000 megawat's in 14 states, 

THE CLIMATE CHALLENGE: 

Pushing for the approval of legislative and regulatory 
policies that will ease the transition to an industry 
with significantly fewer greenhouse gas emissions. 

Long-term investors know ihat Vve see climate cnange as 
one of our nation's greatest challenges, I believe we need to 
regulate CO; and other greenhouse gas emissions, and we 
need to do il novj, I have been an acvocato of a cap-and-trade 
system to regulate and reduce COo eiriissions s-nce the begin
ning cf this decade, 

F̂ af̂ er than a patchvvork of policies focused cn a few industnes 
or regions ot the country, we are pushing for enactment of 
federal cao-and-trade legislation app '̂ed equally to all parts 
of the economy, I-'̂ 'cludlng power generation, manufacturi'̂ g 
facilities, commccial businesses and motor vehicles. 
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To permit the economy to adjust rationally to the policy, legisla
tion should establish a iong-term program that first slows the 
grovAh of emissions, stops them and then reverses them by 
creating a gradually declining emissions cap. This will provide 
the time needed for the development and deployment of 
new lower- and zero-emitting technologies. Legislation should 
also Include adequate cost containment measures to protect 
our economy. 

Duke Energy is one of the more than two-dozen member 
companies In the U,S. Climate Action Partnership, Along with 
environmental and other advocacy groups, we worked for two 
years to craft a blueprint for action that is workable and fair. 
It protects consumers by smoothing out the energy price 
increases that will result from capping carbon emissions, 
We presented our plan to Congress in January 2009 and 
we are aggressively pushing for its enactment. 1 urge you 
to review It at www,u5-c9p,org. 

A PRIVILEGE TO SERVE 

On Oct. 27, 2008, 1 celebrated my 20th year as a utility CEO, 
This milestone was possible because I've had the phvilege to 
work over these years with so many supportive stakeholders -— 
our employees, investors, customers, suppliers, bankers, 
regulators and communities, 1 am grateful for your continuing 
confidence, I have also been blessed with great management 
teams and dedicated board members throughout this time. 

One such board member was Mary Schapiro, who served 
as a director of Cinergy and then Duke Energy since 1999. 
In December of 2008, she was nominated by President Obama 
to chair the U.S, Securities and Exchange Commission (SEC), 
She was unanimously confirmed by the U.S. Senate to that 
position in January 2009, We miss Mary's insights and 
thoughtful debate on our board, but we know she will 
excel at the SEC, We thank her for her 10 years of service 
to our company. 

Judging Our Performance 

In this business, we are judged every day when our customers 
throw their switches and expect power to flow into their lives. 
We are judged monthly on the affordability of our product when 
customers open up or download their bills. We are judged by 
Investors when they look up our stock price and receive their 
dividend checks. We are judged by the communities we serve, 
who expect us to keep our rates competitive and the environ
ment clean. 

But I think the toughest judgment will come from the future — 
it's what 1 call "the grandchildren's test." When my eight grand
children look back, 1 want them to understand why we pushed 
so hard for clean air and climate change legislation, why we 
introduced innovative plans like our save-a-watt program to 
save energy and reduce emissions, 1 want them to know that 
we always tried to do the right thing. 

We live in uncertain times, but our value proposition remains 
unchanged. We are maintaining a strong balance sheet, Invest
ing in the future, and protecting and growing our dividend, I 
look forward to continuing our journey as we work to redefine 
our boundaties and meet our challenges. Thank you for your 
continued interest and Investment in Duke Energy. 

James E. Rogers 
Chairman, President and Chief Executive Ofticer 

March 12, 2009 
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A Chang n 
Mission 
The mission of electric utilities 100 years 
ago was to ensure universal access to 
electricity for all Americans. With that 
mission accomplished, the industry's 
mission for the 21st century is to go 
beyond the meter to provide universa 
access to energy efficiency. We must 
provide energy that is affordable, reliable 
and increasingly clean. This will drive 
economic growth and preserve our 
ienylronm^nt. This requires new ways 
of tWhkii^bout our business. 

n the n. ;tion we offer interviews 

to clarifJl^schnological, regulatory and | 
' ' ^ - ̂ ^ ^ ^ 1 choices we face. These I, enviro 

r i i l l i l ta iMi iFl iMafgl i lgf iat^ i l inc^MBJ 

(eldness to redefine our boundaries.. 
Only then can we create a sustainable 7 
future for Qurxhildren and grandchildr^. 

2008 Summar/ i rnuai Report 



Redefining Technology 

An interview with 

Larry IVIakovich 
Cambridge Energy Research 

Associates 

Vice President and Senior Advisor 

Cambridge, Mass. 

Larry N4akovicrs is 5 highly respected expert on electric power market 

structures, demand and supply fundamentals, wholesale and retail power 

markets, emerging lechnologies, asset valuations and strategies. He directs 

CERA's research efforts in the Global Power Group and is an authority on 

electricity markets, regulation, economics and strategy. 

DUKE ENERGY: What new 
technologies do you see 
coming into the energy space 
in the next five years, and 
what impact will they have? 

LARRY MAKOVICH: Clearly 
the technology that every
body's excited about is the 
smart grid. Duke Energy is 
among a number of power 
companies at the leading 
edge of this innovation. 

The smart grid will reshape 
power demand, deliver greater 
efficiency and provide things 
like better security for homes 
and businesses. It will enable 
better predictive maintenance 
capabilities and improved 
environmental accountability. 
The smart grid is a near-term 
technology that's very prom
ising, and it will be exciting 
to track it over the next five 
years and beyond. 

DE; How does the smart 
grid work? 

LM: A lot of people think the 
smart grid is just the applica
tion of advanced meters. It's 
a lot more than that, and 
the biggest impact of this 
Innovation Isn't going to come 
from just a single metering 
or measurement technology. 
It's going to be a combination 
of measurement devices, 
sensing technologies, infor
mation technology, communi
cation technology and even 

things like nanotechnology 
and optimization software. 
1 think that within five years 
a smarter grid will fundamen
tally change the way electric 
customers interact with 
their suppliers. 

DE: How can the traditional 
cost-of-service reguiatory 
utility modei survive? How 
can it be moved into the 
21st century to promote 
the benefits of new 
technologies? 

LIVi: Regulations have always 
focused on traditional electric 
service, which is often just 
measured In kilowatt-hours 
of energy consumed or mega
watts of peak demand. When 
you ihink about tfie future 
and these expanding bound
aries, regulators will have to 
think about regulatory struc
tures that support efficiency 
gains. Importantly, regulations 
ought to evolve to provide the 
same kind of positive incen
tive to reduce power demand 
as they currently do to 
increase power supply. 

For instance, regulators will 
have to come up wilh ways 
to deal with the economics of 
solar panels and other forms 
of distributed generation. 
This revolution will allow 
customers and the utility to 
rely on the grid as a virtual 
battery that they can put 
surplus power into when 

they've got it, and take 
energy out of when they need 
it. There are going to be new 
functions and new capabilities 
beyond the traditional prod
ucts. Regulators will have 
to define and allow for cost 
recovery of these products 
and programs. This will 
ensure that power suppliers 
evolve and grow at the same 
pace as new technology 
development. 

DE: We're in a period of 
rising energy prices. We're 
in a recession and Congress 
may pass climate legislation 
in 2009 or 2010, which will 
further impact energy prices. 
As an industry, how do we 
leverage technology while 
keeping prices affoHlable? 

LM: It Is a challenging envi
ronment. The real price of 
electricity has been increasing 
In this country for several 
years. There's no one thing • -
whether it's a push for more 
renewables, a push for more 
efficiency or a push to put a 
price on carbon — that's going 
to be the straw that breaks 
the camel's back. All of 
them are creating upward 
momentum for power prices. 
That puts a premium on the 
need for very intelligent 
federal and state rules and 
regulations to accomplish 
these goals efficiently and 
cost-effectively. 

Left uncoordinated, accumu
lated costs will drive up 
energy prices to levels that 
are politically intolerable. 

DE: In your view, is scale 
important to promote 
new technologies? 

LM: Companies need the 
critical mass to sustain the 
experimentation and deploy
ment of new technologies. 
They have to be big enough 
to partner with universities 
and labs to work together to 
do basic research and extend 
innovations into power appli
cations. They need to team 
up with regulators to Imple
ment pilot programs to gain 
the experience and knowledge 
needed to roll out new 
technologies for all of 
their customers. 

Companies that can help 
create clusters of basic 
research and development, 
engineering applications and 
regulatory support, and Inte
grate them into their existing 
business, will be the ones 
that sustain themselves in 
the future. Research Triangle 
Park In North Carolina 
is a good example of one of 
these clusters. 

For more of Larry 
Makovich's intervlev/, go to 
WWW- duke-energy com/ar 
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Redefining Regulation 

An Interview with 

Kateri Callahan 
Aitiance to Save Energy 

President 

Washington, D.C. 

Kateri Callatian brings more than 20 years of experience in policy advocacy, 

fundraising, coalition building and organizational management to her 

posillon as president of the Alliance, Under her leadership, the Alliance 

conducts policy, communications, research, education and market 

transformation initiatives in the United States and more than a dozen other 

countries. 

DUKEENERGY: Why the 
sense of urgency around 
energy efficiency? 

KATERI CALLAHAN: The 
urgency to deploy energy effi
ciency at an unprecedented 
level couldn't be greater. Even 
with the current recession, we 
are still faced with projections 
of increased electricity use in 
the United States of nearly 
30 percent betv/een now and 
2030 —only 22 years. 

To meet that demand, utilities 
are going to have to put new 
power plants into their plans. 
New power options aren't 
great and they come with a 
heavy price no matter what 
you pick. If by using energy 
efficiency we can delay 
building 3 new power plant, 
for one, two or three or more 
years — or perhaps forever if 
we're really good at it — that 
helps us tremendously. 

DE: Do rising then falling 
ene i^ prices remove 
that urgency? 

KC: 1 was concerned that 
the downturn in the price of 
gasoline would lessen the 
interest of policymakers and 
the public in moving forward 
on energy efficiency and that 
we would get lulled back into 
complacency — much as we 
did after the first energy crisis 

resulting from the oil embargo 
in the early '80s. But I don't 
see that happening. I think 
that there is "steel in the 
spine" of policymakers now 
and they understand that 
we've got to tackle our 
energy-related problems. 
We just can't afford to once 
again slip into complacency. 

DE: What do you think 
of Duke Energy's 
save-a-watt model? 

KC: What we like about It is 
that Duke is committed to 
do all cost-effective energy 
efficiency — and to determine 
what that means with an 
advisory council comprised 
of local stakeholders, regional 
stakeholders and folks at 
the national level who are 
committed to energy efficiency. 

The second thing is that 
Duke has agreed through 
its model, and through a 
memorandum of under
standing with us and other 
national stakeholders, to invest 
in state-of-the-art evaluation, 
measurement and verification 
programs to ensure that the 
promised energy savings are 
actually delivered. 

The third, and probably most 
important thing, is that Duke 
will be allowed to make a 
profit on energy efficiency 

Investments just as they do 
on conventional capacity. 
That's really the key to getting 
utilities to invest in energy 
efficiency To have them only 
made whole or worse still to 
penalize them for investments 
in energy efficiency versus 
investments in capacity 
simply doesn't make sense 
in today's environment, 

DE: What other key 
benefits do you see from 
the save-a-watt approach? 

KC: I n many of the energy 
efficiency programs being 
undertaken around the 
country, there's not as much 
transparency as we would 
like to see. With its proposed 
third-party review and over
sight, the save-a-watt model 
has that transparency. 

Overall, save-a-watt repre
sents a true winning regulatory 
approach. Utility shareholders 
win with returns earned on 
Investmenls in energy effi
ciency. Customers win with 
lower energy costs. The envi
ronment wins with reduced 
greenhouse gas and other 
emissions, And our nation 
wins with a stronger economy 
and enhanced energy 
security. 

DE: What should regulators 
do to encourage the 
research, development and 
deployment (RD&D) of new 
technologies that would 
benefit energy efficiency? 

KC: If regulators would allow 
utilities to earn a profit on 
energy efficiency — just as 
they do already on conven
tional capacity — this would 
be incredibly useful in driving 
utility investments in clean 
tech and green tech, not 
only by utilities, but also 
by technology developers 
and entrepreneurs. 

The Alliance to Save Energy 
Is also pushing hard at the 
federal level to double federal 
investment in energy effi
ciency RD&D. My hope would 
be that those dollars could 
spur greater Investment by 
utilities in partnerships 
between the government and 
industry, and that the regula
tory commissions would see 
the value of allowing utilities 
to participate and leverage 
federal and state dollars. 
Investing in energy efficiency 
will help spur Investments in 
renewable energy and help 
make it more cost-effective. 

For more of Kateri 
Callahan's Interview, go to 
www. duke-energy, com/ar. 
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Redefining Climate Legislation 

An interview with 

Fred Krupp 
Environmental Defense Fund 

President 

NewYori^, N.Y. 

Frod Krupp is widely recognised as the foremost champion of harnessing 

market forces for environmental ends. This approach has become the 

leading model for solving global warming. In his 24 years as head of EDF, 

Krupp has overseen EOF's growth from a small nonprofit into a recognized 

worldwide leader in the environmental moverrant. 

DUKE ENERGY: How do you 
view Duke Energy in terms 
of the way It is trying to 
redefine its boundaries to 
address climate change? 

FRED KRUPP: I appreciate 
Duke taking a constructive 
role In searching for answers 
and solutions on national 
climate policy. We know we're 
going to disagree on some 
things, hut the idea that 
here's a company that's 
willing to join the voices of 
leadership on this issue and 
say, "Yes, this is how we can 
do it," instead of the more 
typical, "No, let's stand pat," 
is very much appreciated. 

DE: What should be the 
role of companies like 
Duke Energy in meeting 
the climate challenge? 

FK: As one of the nation's 
largest emitters of greenhouse 
gases, Duke Energy has an 
obligation to be engaged in 
finding and implementing 
solutions to the problem. 
The decisions you make 
every day about what plants 
to run and what plants to 
build are decisions that 
will have Implications for 
generations. 

What I've appreciated in 
Washington Is that companies 
like Duke can be a powerful 
voice for change, and Jim 
Rogers' participation In the 
U.S, Climate Action 
Partnership and support of 
its Blueprint for strong legisla
tion, have helped open the 
eyes of legislators tothe 
urgent need for action. 

DE: In your opinion, 
what are the minimum 
requirements for federal 
climate legislation? 

FK: Any climate legislation 
needs to be a cap-and-trade 
program that starts with a 
mandatory declining cap that 
gets us 20 percent reductions 
in the nation's emissions by 
2020, 42 percent reductions 
by 2030 and SO percent 
by 2050. 

DE: How should such 
legislation address energy 
efficiency and the technology 
options of carbon capture 
and storage? 

FK: In the near term, there's 
a lot to'be gained from 
investing in energy efficiency, 
as the cleanest power plant is 
the one we don't have to build 
— where every dollar we 
spend stays at home. 

One of the reasons that 1 
believe those who care about 
the environment should be 
supporting carbon capture 
Is because If we can make 
It viable, we raise our ability 
to lower carbon emissions 
much faster than otherwise 
by cutting emissions from 
existing power plants. 

In terms of nuclear energy, 
the fact that climate change 
is so severe means that we 
can't afford to rule out any 
lower carbon source of 
energy, including nuclear. 
But before we consider 
expanding the use of nuclear 
power, we need to solve 
the real problems of waste 
disposal, security and cost. 

DE: Do you think we'll have 
climate legislation in time 
for the Copenhagen Climate 
Conference this December, 
or is 2010 more likely? 

FK: 1 think we've got a good 
chance to get legislation In 
2009. The big new factor 
is we now have a president 
who not only believes we 
need climate legislation for 
the sake of the climate, but 
he understands we need 
climate legislation for the sake 
ofthe economy. That makes 
me believe it could get done 
this year, but It will take much 
hard work to make it happen. 

DE: How should such 
legislation protect consum
ers, especially those in 
the two dozen or so states 
whose electricity is primarily 
generated from burning coal? 

FK: It's important in the 
transition to a low-carbon 
economy that we treat all 
consumers, including 
consumers in states that are 
now heavily dependent on 
coal, in an equitable way 
to ease the transition. 

DE: How can we better 
educate consumers about 
how such a market-based 
system would work? 

FK: Any solution starts with 
firm limits on global warming 
pollution. A market solution 
implements these legal limits 
In a way that rewards innova
tors so we create jobs, it 
protects the public at the 
lowest cost, and has real 
regulation ofthe market 
that achieves healthy air. 

For more of Fred Krupp's 
interview, go to 
vmw.duke-energy com/ar 
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Redefining Our Boundaries 

Chai rman, Presfdent and. 

Chief Execatfve Officer 

Duk Erergy 

Charlotte, N..C,..^.--- - ' " 

J m Rogers stands in :he Envision Center by Oiiî .e Energy. iLicdte^J r.aar 

Cincinnati, Ohio, tne center 5ho'//C35es tl-£' visic'"' " c anci ticucatos sta^c-

holder groups abca; the ccmoary's future u: li:y efforts, mclud ng the 

smart grid and the ^ave-a-'.vatt energy efficency piog-3m Since opening 

las: fdl', t ie center has hcstec diverse pjbl c 3"d Dtvate g'OLns, rcl-^din; 

manufacturers of piug-in hybrid electr.c veh cirs '.vho have used the 

center's "sman garage" tc demonstrate their piototypes. 

The interviews on the 
preceding pages illustrate 
the importance of diverse 
perspectives in exploring 
ways to redefine our bound
aries and successfully 
transition to a low-carbon 
future. I'd like to discuss what 
the Insights ofthese leaders 
mean for Duke Energy. Let's 
consider them in the context 
of the two key aspirations 
1 described in last year's 
summary annual report: 

1. Modernize and 
decarbonize our 
generation fleet, and 

2. Help make the communi
ties we serve the most 
energy efficient in the 
world. 

Twenty years from now, 
when our children and their 
children look back at energy 
efficiency, they will probably 
marvel at some of the ways 
we tried to save energy, 
including using compact 
fluorescent light bulbs, 
caulking windows and 
installing Insulation. Today, 
the policies we propose 
and new technologies we 
develop to further energy 
efficiency are designed to 
achieve one goal: to ease the 
transition to a new energy-
efficient society in which 
future generations can thrive 
and raise their families. 

As Larry IVIakovich noted 
(on page 10), technology 
is key to achieving greater 
energy efficiency in the 
future. But we must not 
lose sight of our near-term 
mission: to help our 
customers better monitor 
and manage their energy 
use In their homes and 
businesses. To do this, 
we will partner with our 
customers by installing 
sensors, switches and other 
devices on their appliances 
and equipment, and also 
help to write the software 
to operate this equipment. 

But as we develop new tech
nologies, it is essential that 
we remain flexible. Unlike 
other current smart ghd 
programs, our plan doesn't 
focus exclusively on the 
meter. Sure, advanced 
metering is essential to 
greater energy savings, but 
we view the smart meter 
as only one ofthe many 
"endpoints" for providing 
more energy Information 
for customers. We're also 
working with our partners to 
keep technology standards 
open to allow plug-and-play 
compatibility with equipment 
across multiple systems. 

Recently, the Gridwise 
Alliance, a consortium 
of public and private 

stakeholders, acknowledged 
Duke Energy In a report. 
The group, which is 
dedicated to modernizing 
our nation's electric grid, 
applauded our comprehen
sive efforts to fully integrate 
advanced metering and 
smart ghd technologies. 

As Kateri Callahan observed 
{on page 12), we also need 
a new regulatory model to 
realize our children's and 
grandchildren's legacy. This 
system must give us the right 
energy efficiency incentives 
for customers and provide 
a fair return on capital 
investments for investors. 

That's the goal of our save-
a-watt model. It will provide 
incentives to create energy 
efficiency similar to incen
tives we have to build new 
power plants to meet 
growing customer demand 
for electricity, Using this 
approach, we would earn 
revenue based on a 
discounted amount of what 
it would cost us to build 
an equivalent amount of 
new generation. 

Our customers save money, 
our investors eam a return 
and there is no environ
mental impact because, with 
the increase In energy effi
ciency, we don't need to 
build a new power plant. 

Finally, as Fred Krupp 
commented (on page 14), 
we stand a good chance 
of seeing federal climate 
change legislation pass in 
2009. It is vital that such 
legislation treats all sectors 
of the economy fairly. To 
effectively stem carbon 
emissions without further 
weakening our economy, 
legislation must provide for 
significant investments In the 
research, development and 
deployment of new lower-
emitting technologies. 

While that is going on, we 
must be able to expand our 
use of cleaner coal, nuclear, 
natural gas, renewables and 
energy efficiency to meet the 
Increasing demand for elec
tricity. Keeping everything 
in the mix gives us the time 
we need to decarbonize and 
modernize our generation 
fleet for a carbon-constrained 
world, and without huge 
price bikes for our customers. 

Next up is a glimpse of how 
we are redefining our busi
ness model to address these 
21st century challenges. 
You'll also meet several 
of our employees who are 
working to achieve our two 
key aspirations above. 
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Redefining Our Business Value 

Duke Energy employees are working on 
numerous fronts to create a responsive, 
efficient and sustainable 21st century 
company The following highlights some of 
their progress on the technological, regulatory 
and legislative fronts. 

Technology Focus 

You may not associate technology research 
and development with a utility. But to Increase 
energy efficiency while reducing operating 
costs and emissions, research and develop
ment (R&D) is a major focus at Duke Energy. 
We are using technology R&D to redefine how 
to better balance energy supply and demand, 
how we can deploy more renewable energy on 
our system, how our grid can become smarter 
and how coai can be burned more cleanly to 
generate electhclty. 

As an example, in our transmission and 
distribution systems, we are experimenting 
with new energy storage technologies. 
Technology advances have reduced battery 
size while Increasing their storage capacity, 
efficiency and safety. This means we could 
eventually deploy high-capacity battehes at 
our electhcal substations and connect them 
to solar panels and other renewable energy 
sources. Smaller batteries and storage 
devices could aiso be deployed in homes 
and businesses. 

Connected to a smart grid, these devices 
would help smooth out the peaks and valleys 
in the daily eiectncity demand curve. Installed 
in 10,000 homes, they could also serve asa 
virtual power plant— distnbuted resources 
functioning like a single power plant 

— supplying power back to the grid during 
pehods of both high and low demand. Such 
an Intelligent infrastructure will be needed for 
recharging the growing number of plug-In 
hybhd electhc vehicles coming on the market, 
as well as for all-electric cars and trucks 
in the future. 

We plan to test such a system in 2009 in 
a pilot project at one of our substations in 
Charlotte, N.C. At our McAlpine Creek 
substation, we will install a state-of-the-art 
500-kilowatt battery and a 50-kilowatt 
photovoltaic solar panel array. This equipment 
will provide supplemental power to about 
100 homes equipped with smart meters 
and power-use sensors. Some homes may 
also have their own storage batteries. 

Inside the homes, the large power-using 
appliances — such as furnaces, air condi
tioners, water heaters and clothes dryers — 
will use plug-in energy-sensing devices that 
wirelessly connect them to an Intelligent 
gateway. The gateway device Is about the 
size of a hardback book and looks like 
a cable modem. It enables the customer 
to monitor and adjust power use through 
an energy portal displayed on a personal 
computer, a wireless PDA, a smart phone 
or a digital TV set. The Information from 
the gateway also gives us the capability 
to optimize our demand load across the 
connected homes. 

We can optimize load during peak demand 
times by remotely cycling appliances off and 
on at short intervals, and use the batteries and 
the solar array to feed power back to the grid 
when necessary. In essence, we have created 
a virtual power plant. And just as electhclty 
use Is now back-of-mlnd to our customers. 

O 
Anuja Ratnayake 

Manager, 

S:rategic Initiatives, Technology 

Assessment & Applications 

Ctiarlotte. N.C. 
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this increase In energy efficiency has no 
impact on their comfort and convenience. 
In fact, In other areas where this technology 
is in use, customers often aren't even aware 
of It until they see the savings on their monthly 
electric bill. 

This grid optimization project Is just one 
way we are using new technologies to go 
beyond the meter —to create new partner
ships with our customers to significantly 
increase energy efficiency and reduce our 
environmental impact. 

Regulation Focus 

Imagine a regulated utility where customers 
are charged for the value they receive instead 
of the costs incurred. In such a world, utilities 
would focus on lowering their costs and 
delivering valuable services to customers. 
If the services don't produce value, the 
customer doesn't pay. 

This is the basic premise behind Duke 
Energy's innovative save-a-watt approach to 
energy efficiency. It is a fundamental shift 
away from the traditional cost-of-service 
model, focusing Instead on a value-of-service 
regulatory model. Under save-a-watt, Duke 
Energy must ensure that Its energy efficiency 
programs produce value in the form of verifi
able energy reductions In order for the 
company to recover its costs. 

This simple concept changes the utility's focus 
from spending money to creating value for 
customers. Such a transformation is not 
simple. In traditional cost-of-service regulatory 
models, customers pay a charge for every 
kilowatt-hour they consume. Utilities recover 
their costs and earn a return for investments In 
physical assets (such as power plants, poles 
and meters). But energy efficiency undermines 
the utility's profitability through reduced sales. 

On the other hand, the save-a-watt model 
provides compensation based on the value 
created — a portion of the cost avoided from 
not building new plants. It also provides 
a comparable return on investments in 
physical assets. 

Unlike other regulatory approaches to energy 
efficiency, save-a-watt ensures customers 
only pay for actual reductions In energy use 
because all programs undergo a hgorous third-
party process to verify their energy savings. 

Under more traditional regulatory models, 
customers pay for energy efficiency programs, 
regardless of whether they achieve the 
intended results. If power has to be sourced 
to compensate for a shortfall In energy 
efficiency, customers end up paying twice — 
once for the energy efficiency programs and 
again for the cost of the power. But under the 
save-a-watt model, the utility takes the risk: 
If the intended energy efficiency results aren't 
achieved, the customer doesn't pay. 

Because returns are based on customer 
value and not on how much was spent on 
the programs, the save-a-watt model ensures 
that the utilily stays focused on lowering 
costs and increasing energy reductions for 
customers. This also encourages the utility 
to develop innovative energy-saving services 
that will achieve mote energy reductions 
and lower costs for customers. 

For example, to Increase customer adoption 
and awareness, we are partnering with major 
retailers on new energy efficiency products. 
Furthermore, we're working with local 
companies to hire additional staff to Implement 
our programs. Customers who participate 
in the save-a-watt program will save money 
by reducing their usage. Additionally, all 
customers will save money because over 
the long term, the utility will be able to 
defer building new power plants. Better yet, 
combining energy efficiency with a smart 
grid — another Duke Energy Initiative (see 
page 20) — will generate even m.ore savings. 

The save-a-watt approach to energy efficiency 
will help customers save money, create jobs 
for our economy and reduce environmental 
impacts. At the same time, it provides utilities 
with a way to grow their business. It truly is 
a win for customers, the local community, 
Investors and the environment. Our save-a-
watt program was approved by Ohio regulators 
late last year. We continue to seek Its regula
tory approval In the other states where we 
have regulated utility operations. 

O 
-rem left to right: 

Catherine Heigel 

Associate General Counsel, 

Ouke Energy Carolinas 

Charlotte, N.C, 

Raiford Smith 

Director, 

Marketing Operations, 

Marketing and Energy Efficiency 

Charlotte, N.C. 

Dick Stevie 

Managing Director, 

Customer Market Analytics 

Corporate Strategy and Planning 

Cincinnati, Ohio 
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Climate Legislation Focus 

The challenge we faced when we first thought 
about how to address climate change centered 
on the fact that we emit a lot of carbon dioxide 
(COj), This happens when fossil fuels are 
burned to produce electricity. Sure, we have 
nuciear and hydroelectric plants, but we also 
have a lot of plants that use coal, the most 
C02-intense fuel. We were concerned about 
how this would impact our region and our 
customers. Unlike many businesses, we can't 
simply close our operations and relocate to a 
lower-cost country. 

We need the right federal climate legislation, 
and we're working to make that happen. The 
centerpiece has to be cap-and-trade, with 
provisions for a fair transition for those regions 
that rely on local fuels, such as coal. 

We're proud of our progress in this area, 
but we've had help. We've been working 
with many stakeholders, including the U.S, 
Climate Action Partnership, a coalition of busi
nesses (including our customers) and environ
mental groups who don't see business as the 
enemy. Working together, we've developed a 
pragmatic set of policies — a legislative blue
print for action — designed to protect the envi
ronment, keep energy prices affordable and 
keep the communities we serve healthy and 
prosperous. Learn moreatwww.us-cap.org. 

We are also working to manage climate change 
risks. But to do so, the United States should 
set a goal to lower its greenhouse gas emis
sions by 80 percent by 2050. It's possible, 
and while it won't be cheap or easy, it can 
still be affordable. 

Electric utilities can reduce their COj emissions 
to near zero by 2050. But to do that, we must 
replace nearly all coal-fueled power plants with 
new technologies. Because our economy is so 
large, we'll need to use all possible options — 
renewables, low-emitting coal, nuclear, natural 
gas and energy efficiency. 

To keep the program affordable, we need 
to more fully develop technologies that will 
capture the 00^ from coal and Inject it deep 
underground in the same sorts of formations 
that have held oil and natural gas for millions 
of years — a process called "carbon capture 
and sequestration" or CCS. Some of the 
underlying technologies are ready now, but 
some need more federal support. We hope 
to use CCS at the integrated gasification 
combined cycle power plant we are building 
in southwestern Indiana, 

As we decarbonize electricity, we can also 
use it to power our vehicles. Not all of this is 
ready right now, but it Is doable and people 
are working to make It happen. 

What about the cost? We are concerned about 
that as well, especially given the current state 
of the global economy Capping greenhouse 
gas emissions must not drive up the price of 
electricity so much that it harms our customers 
and investors. That's why we've made it our 
business to understand the many policy 
options and their impact on the economy 
and our customers. 

We believe that the right path is a market-
based cap-and-trade approach that protects 
customers from rate shock by giving the value 
of emissions allowances to customers. The 
local distribution company, perhaps better 
known as your local power company, is the 
most effective and efficient vehicle for deliv
ering this allowance value to customers. Done 
right, climate change legislation won't harm 
our economy. Done wrong, such as a cap-and-
trade system with a 100 percent auction of 
emissions allowances, customers will unnec
essarily see dramatic Increases in their bills. 

Putting a price on carbon will increase energy 
prices, and we are concerned about the impact 
that will have on the average household and 
small business, not to mention our larger 
customers. Our focus is on how to minimize 
the increases and make them happen slowly 
overtime. We are also advancing plans, such 
as our save-a-watt program (see page 22), 
to help our customers use less energy so 
as prices increase, the hit on their bank 
accounts will be less. 

O 
Kevin Leahy 

Managing Director, 

Climate Policy 

Cincinnati, Ohio 
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Board of Directors 

William Barnet III 

Chairman, President and CEO. 

The Sarnet Co, Inc. and 

Barnet Developrriertt Corp.; 

Cnair, Finance and Ri:ik IVIanagement 

Committee; Member. Nuclear Oversight 

Committee 

Director cf Duke Energy o ' its predecessor 

comparlGS since 2005 . Barnet has been 

the mayor of Spartanburg, S.C, since 

2 0 0 2 . He serves on the board of Bank 

of America and is a trustee of The Duke 

Endowment. He ;s a former chai.'Tian of 

the Palm-etto Business Forum and the 

board of trustees of Converse College. 

Michae! G. Browning 

President and Chair.man of tho Board, 

Bro'A-ning hwesupeni.'i Inc, 

Chair, Audit Comimittee 

Member. Co'pcratc Go'/einance and finance 

and Risl< Management Ccninntter-s 

Director of Duke Energy or its predecessor 

ccmpanies since 1990, Brown'n^ is vice 

c'lairrnan of the Indianapolis Convention 

snd Vsitors Association. He "s a board 

mem^berof the Indiarapolis IVlusebn of Art 

and serves on the Graduate School Advisory 

CouncH of the University of Notre Dame. 

Browning Is a member of the Indiana 

Public Officers Compensarion Committee, 

G. Alex Bernhardt Sr. 

Chai!man and CEO, Bernhardt Furniture Co.; 

Member, Audit and /V'uc/ear Oversight 

Ccrnmittees 

Director of Duke Energy or its predecessor 

companies since 1991, Bernhardt joined 

the fam-ly business in 1955 and became 

ciiairman and CEO in 1996. He serves on 

the boards of directors of Communities In 

Schools and the North Carolina Nature 

Conservancy. He Is director emeritus and 

past president of the American Furniture 

Manufacturers Association, and past 

president of the Internalions! Home 

Furnishings ^/arketing Association. 

Daniel R. DiMicco 

Chairman. President and CEO, Nucor Corp.: 

Member, Audit. CompensaSion anc/ Czrooratc 

Governance Committees 

Director of DUKB Energy or Its predecessor 

companies since 2007. DiMicco joirecl 

Nucor Corp. in 1982 and held a rumber 

of senior positions cefore being named 

chairman In 2 0 0 5 , He :s a former chair 

o f the American Iron and Stcei Institute, 

DiMicco was named the Charlotte 

Business Journars 200S BusInesspe,'son 

of the Year. 

Ann Maynard Gray 

Former President, Diversified Publishing 

Group ul ABC InC; 

Lead Director-. Chair Corpofate Gcveuiancc 

Committee; Member, Compensation and 

FinarKC arnJ Risk Managemern Committees 

Director of Duke Energy or :ts oredecessor 

companies since 1994. Gray has held a 

number of senior positions with American 

Broadcasting Companies, including senior 

vice president of finance, treasurer and 

vice president of planning. She serves c 

the boards of the Phoenix Companies. Inc, 

and Elan Corporation, pIc, She is a oast 

member of the board of trustees of 

J.P. Morgan Funds. 
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James H. Hance jr. 
Retired Vice Chairman. Chief Financial Officer 
and Board Mem b̂er, Ban!-:, of America Corp.; 
Chair Compensation Committee; Member, 
Finance and Risl< Management Commiittee 

Director of Duke Energy or its predecessor 
companies since 2005, A certified public 
accountant, Hance served Bank of America 
and its predecessor for 18 years and spent 
17 years with Price Waterhouse, He serves 
on the boards of Sprint Nextel Corp., 
Cousins Properties Inc, and Rayonler Inc. 
He is trustee of Washington University 
and Johnson & Wales University, 

James T. Rhodes 
Retired Chairman, President and CEO, 
Institute of Nuclear Power Operations (INPO); 
Chair, Nuclear Oversight Committee; 
Member Audit Committee 

Director of Duke Energy or its predecessor 
companies since 2001, Rhodes serves 
on the Electric Power Research Institute's 
advisory council and is a former board 
member of INPO, the Nuclear Energy 
Institute, Edison Electric Institute and 
the Southeastern Electric Exchange, He 
is a former president and CEO of Virginia 
Power and a past board member of 
Dominion Resources, 

Philip R.Sharp 
President Resources for the Future; 
Member Audit and Nuclear Oversight 
Comimittees 

Director of Duke Energy since 2007, having 
served on a predecessor company's board 
from 1995 to 2006, Sharp serves on the 
board of directors ofthe Energy Foundation 
and is a former member of the Indiana 
delegation to the U.S. House of 
Representatives. He served as 
Congressional chair of the National 
Commission on Energy Policy and was 
a member of the House Energy and 
Commerce Committee, 

Dudleys, Taft 
President and CEO, Taft Broadcasting Co.; 
Member, Compensation and Finance and 
Risk Management Committees 

Director of Duke Energy or its predecessor 
companies since 1994, Taft serves on the 
boards ofthe Unifi Mutual Holding Co, and 
Fifth Third Bancorp. He is chairman of the 
Cincinnati Association for the Arts and a 
trustee of Boys and Girls Club of Greater 
Cincinnati and the Cincinnati Institute of 
Fine Arts, 

James E. Rogers 
Chairman. President and CEO, 
Duke Energy 

Rogers became chairman, president and 
CEO of Duke Energy in 2007, having 
served as chairman and CEO of Cinergy 
since 1994 and PSI Energy since 1988, 
He is chairman of the Institute for Electric 
Etficiency and the Edison Foundation, ar̂ d 
serves as co-chair ofthe National Action 
Plan for Energy Efficiency and the Alliance 
to Save Energy, He is a director of Cigna 
Corp, and Applied Materials Inc. Rogers 
serves on the boards and Executive 
Committees of the Nuclear Energy Institute 
and the World Business Council for 
Sustainable Development, He Is a board 
member of the Institute of Nuclear Power 
Operations, the Business Roundtable and 
the Nicholas Institute for Environmental 
Policy Solutions, He is also a member of 
the Honorary Committee of the Joint U,S,-
China Cooperation on Clean Energy, 
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Executive Management 

Roberta B. Bowman 
Senior Vice President and 
Chief Sustainability Ofticer 

Bowman Is responsible for the company's 
strategy to balance environmental, eco
nomic and social issues and opportunities. 
She has more than 30 years of experience 
in energy, including roles in public policy, 
issues management and stakeholder rela
tions. Bowman aiso serves on a number of 
industry, community and business boards, 
including Women Corporate Directors. 

David L, Hauser 
Group Executive and Chief Financia! Officer 

Hauser became Duke Energy's chief 
financial officer in 2004, Since Joining 
the company in 1973, positions he has 
held include controller, vice president of 
procurement services and materials, senior 
vice president of global asset development 
and senior vice president and treasurer, 
Hauser has chaired the Edison Electric 
Institute's FERC Accounting Liaison Group 
and General Accounting Committee. 

Brett C.Carter 
President, Duke Fnergy Carolinas 

Carter leads Duke Energy's utility business 
in North Carolina and South Carolina, 
Including its legislative and regulatory 
strategy, economic development and 
community affairs. Duke Energy Carolinas 
serves approximately 2.4 million custom
ers. Previously, Carter served as senior vice 
president of customer service and business 
development for Duke Energy, In 2008, 
he was appointed by the governor to the 
Morth Carolina State Poets Authority Board. 
He also serves on several community 
boards including Crisis Assistance Ministry, 

Lynn J. Good 
Group Executive and President, 
Commercial Businesses 

Good is responsible for Midwest 
nonregulated generation, Duke Energy 
International, the telecommunications 
businesses, and all corporate development 
and merger and acquisition activities. 
She also leads Duke Energy Generation 
Services, the business that develops, 
owns and operates fossil fuel and 
renewable generation assets. Previously, 
Good served as senior vice president and 
treasurer for Duke Energy, Prior to that, 
she was Cinergy's chief financial officer 

Dhiaa !^. Jamil 
Group Executive and Chief Nuclear Officer 

Jamil is responsible for the safe and 
efficient operation of the company's 
nuclear generating stations. He has more 
than 28 years of experience in the energy 
industry and previously served as senior 
vice president of nuclear support for 
the company, Jamil Is a member of the 
INPO Executive Advisory Group and 
the Nuclear Energy Institute's Strategic 
initiative Advisory Committee. 

Juiie S, Janson 
President, Duke Energy Ohio and 
Duke Energy Kentucky 

Janson leads Duke Energy's Ohio and 
Kentucky utility businesses, including 
legislative and regulatory strategy, 
economic development and community 
affairs, Duke Energy serves approximately 
825,000 customers in Ohio and Kentucky. 
Previously, Janson served as senior vice 
president of ethics and compliance, and 
corporate secretary for Duke Energy. Prior 
to that, she served as corporate secretary 
and chief compliance officer for Cinergy. 

Marc E. Manly 
Group Executive. Chief Legal Officer and 
Corporate Secretary 

Manly leads Duke Energy's office of 
general counsel, which Includes internal 
audit, ethics and compliance, legal and 
human resources. He served as Cinergy's 
executive vice president and chief legal 
officer since 2002, Before joining Cinergy, 
Manly served as managing director for law 
and governmental affairs, general counsel 
and corporate secretary for NewPower 
Holdings Inc, 
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David W, Mohler 
Wee President and Chief Technology Officer 

Mohler Is responsible for the development 
and application of technologies in support 
of Duke Energy's strategic objectives. 
Previously, he served as vice president 
of strategic planning for Duke Energy, a 
position he also held at Cinergy, IVIohler 
serves on the Electric Power Research 
Institute's Research Advisory Committee 
and the boards of GridPoint and Advanced 
Energy Corp, 

Christopher C. Rolfe 
Group Executive and 
Chief Administrative Officer 

Rolfe leads several of Duke Energy's 
corporate functions. Including supply 
chain, information technology, operations 
services and other administrative activities. 
He previously served as group executive 
and chief human resources officer for 
Duke Energy, Rolfe joined Duke Power 
in 1972 as an engineering assistant and 
eventually worked on most of the utility's 
fossil, hydro and nuclear projects. 

Ellen T. Ruff 
President, Office of Nuclear Development 

Ruff is responsible for furthering the 
development of new nuclear generation 
In the Carolinas, Including advancing 
Duke Energy's plans for the proposed 
Lee Nuclear Station. She was formerly 
president of Duke Energy Carolinas, Ruff 
serves on the boards of directors of the 
North Carolina Chamber and the South 
Carolina Manufacturers Alliance, and is a 
member of the Palmetto Business Forum, 

Jim L, Stanley 
President, Duke Energy Indiana 

Stanley leads Duke Energy's Indiana utility 
business, including Its legislative and 
regulatory strategy, economic development 
and community affairs. Duke Energy 
Indiana serves approximately 775,000 
customers. Previously, Stanley served as 
vice president of field operations for Duke 
Energy's Midwest service area. He serves 
on the boards of directors of tfie Indiana 
Energy Association and the Central indiana 
Corporate Partnership. 

R. Sean Trauschke 
Senior Vice President, Investor Relations 
and Financial Planning 

Trauschke is responsible for monitoring 
trends in Investment markets and for 
maintaining key relationships with 
investors, financial analysts and financial 
institutions, as well as oversight of 
corporate financial planning and analysis. 
He joined the company in 1989, Prior 
to his current position, Trauschke served 
as Duke Energy's chief risk officer and 
chief credit officer. 

B, Keith Trent 
Group Executive and Chief Strategy 
Policy and Regulatory Officer 

Trent is responsible for strategy, state 
and federal policy and government 
affairs, technology initiatives, corporate 
communications, community affairs, and 
environment, health and safety policy. 
His team Includes the regulated utility 
company presidents' organizations, which 
have responsibility for regulatory and 
legislative activities in five states, Trent 
has more than 18 years of experience 
as an accomplished legal counselor. He 
serves on the board of Bright Automotive 
Inc, and is co-chair of The Keystone 
Energy Board, 

James L. Turner 
Group Executive; President and 
Chief Operating Officer 
U.S. Franchised Electric and Gas 

Turner has profit and loss responsibility for 
Duke Energy's largest business segment, 
which serves approximately 4 million 
customers. He oversees the company's 
fossil-hydro generation, power delivery, 
gas distribution, customer service, sales 
and marketing, wholesale business, new 
generation projects, smartgrid implemen
tation, and the environment, health and 
safety organization, Turr.er serves on the 
board of EnerNOC Inc., a firm specializing 
in demand management. 
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Non-GAAP Financial Measures 

2008 Adjusted Diluted Earnings Per Share (EPS) 
Duke Energy's 2008 Summary Annual Report references 2008 
adjusted diluted EPS of $1.21, Adjusted diluted EPS is a non-GAAP 
(generally accepted accounting principles) financlai measure as 
it represents diluted EPS from continuing operations, 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 charges and credits which 
management believes will not be recurring on a regular basis. 
Mark-to-market adjustments reflect the mark-lo-market impact 
of derivative contracts, which is recognized in GAAP earnings 
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 in the Com^merciai Power segment. The 
economic value of the generation assets is subject to fluctuations 
in fair value due to market price volatility of the input and output 
commodities (e.g., coal, power) and, as such, the economic 
hedging involves both purchases and sales of those Input and 
output commodities related to 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 contracts from 
adjusted earnings until settlement better matches the financial 
impacts of the hedge contract with the portion of the economic 
value of the underlying hedged asset. The most directly comparable 
GAAP measure for adjusted diluted EPS is reported diluted EPS 
from continuing operations, which Includes the impact of special 
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 2008: 

2008 
Diluted EPS from continuing operations, as reported 
Diluted EPS from discontinued operations, as reported 
Diluted EPS from extraordinary items, as reported 

1,01 
0.01 
0,05 

Diluted EPS, as reported 
Adjustments lo reported EPS: 
Diluted EPS from discontinued operations 
Diluted EPS 5(om extraofdir.aty iterr-s 
Diluted EPS impact of special items and 

mark-to-market in Commercial Power (see below) 

1,07 

(0,01) 
(0,05) 

0,20 
Difuted EPS, adjusted $ 1.21 

The following is the detail ofthe $(0,20) in special items and 
mark-to-market in Commercial Power impacting adjusted diluted 
EPS for 2008: 

(In millions, except per-sharo amounts) 
Costs to achieve the Cinergy merger 
Crescent project impairments 
Emission allowances 'mpai-'msnt 
Mark-to-narket impact of economic hedges 

Pre-Tax 
Amount 

$ (44) 
(214) 

(82) 
(75) 

Tax 
Effect 

S17 
83 
30 
27 

2008 
Diluted 

EPS 
Impact 
$(0,02) 

(0,10) 
{0 041 
(0.04) 

Total Adjusted Diluted EPS impact $(0.20) 

2008 Employee Incentive Target fVleasure 
Duks Energy's 2008 Summary Annual Report references the 
company's 2008 employee EPS incentive target. The EPS measure 
used for employee incentive bonuses Is prima-'ily based on adjusted 
diluted EPS. The materials also reference the forecasted range of 
growth in adjusted diluted EPS through 2013 on a compound 
annual growth rate (CAGR) basis. Adjusted diluted EPS is 3 
non-GAAP financial measure, as it represents diluted EPS from 
continuing operations, adjusted for the per-share impact of special 
ilems and the mark-to-market impacts of economic hedges in 
the Commercial Power segment. Special item.s represent certain 
charges and credits which management believes will not be 
recurring on a regular basis. fvlark-to-marKet adjustments reHect 
the mark-to-market Impact of derivative contracts, which is 
recognized in GAAP eamings imimediately as such derivative con
tracts do not qualify for hedge accounting cr regulatory accounting, 
used in Duke Energy's hedging of a portion of the economic vaiue 
of certain ot its generation assets in the Commercial Power seg
ment. The most directly comparable GAAP measure for adjusted 
diluted EPS is reported diluted EPS from continuing operations, 
which Includes the impact of special items and the mark-lo-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, information to reconcile it to the 
most directly comparable GAAP financlai measure is not available 
at this time, as management Is unable to project special Stems 
or mark-to-market adjustrTienls for future periods. 

Forecasted 2009 Adjusted Segment EBIT and 

2008 Adjusted Total Segment EBIT 
Duke Energy's 200B Summary Annual Report includes a discus
sion of forecasted 2009 adjusted EBIT for each of Duke Energy's 
reportable segments as a percentage of forecasted 2009 adjusted 
tolal segment EBIT and a reference to the company's total 2008 
adjusted segment EBIT Forecasted 2009 adjusted segment and 
total segment EBIT amounts are non-GAAP financial measures, 
as they represent reported segment EBIT adjusted for the impact 
of special items and the mark-to-market impacts of economic 
hedges in the Commerciai Power seg.ment. Special items represent 
certain charges and crediK which management believes will not 
be recurring on a regular basis. Mark-to-market adjustments reflect 
the mark-to-market impact of derivative contracts, which Is recog
nized in GAAP earnings 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 m the Commercial Power segment. 
The most directly comparable GAAP measures for adjusted seg
ment EBIT and totai segment EBIT are reported segmenl EBIT 
and total segment EBIT, which represent segment results from 
continuing operations, including any special items and the 
mark-to-ma rket impacts of econorrrc hedges in the Commercial 
Power segment. Due to the fonA-ard-looking nature of this 
non-GAAP financial measure 'or 2009, information lo reconcile 
it to the most dTectly comparable GAAP financial measure is 
not available at this time, as m.anagernont is unaole to project 
special items or mark-to-market adiuslments for future periods. 
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The following is a reconciliation of 2008 adjusted segment EBIT to reported segment EBIT: 

Adjusted 
EBIT 

S 2,398 
421 
411 

Special 
Items -

Emission 
Allowances 
Impairment 

$ — 
(82) 
— 

Economic 
Hedges 

(Mark-to-
Market) 

s -_ 
(75) 
— 

Reported 
EBIT 

$ 2,398 
26^ 
411 

U,S, Franchised Electric and Gas 
Commercial Power 
International Energy 

Total segment EBIT S 3,230 (82) $(75) $3,073 

Forward-looking Statement 

This report includes forward-looking statements within the meaning 
of Section 27A of the Securities Act of 1933 and Section 21Eof 
the Securities Exchange Act of 1934, Forward-looking statements 
are based on management's beliefs and assumptions. These for
ward-looking statements are identified by terms and phrases such 
as "anticipate," "believe," "intend," "estimate," "expect," "continue," 
"should," "could," "may," "plan," "project," "predict," "will," "poten
tial," "forecast," "target" and similar expressions. Forward-looking 
statements involve risks and uncertainties that may cause actual 
results to be materially different from the results predicted. Factors 
that could cause actual results to differ materially from those indi
cated in any forward-looking statement include, but are not limited 
to: state, federal and foreign legislative and regulatory initiatives, 
including costs of compliance with existing and future environmen
tal requirements; state, federal and foreign legislative and regula
tory initiatives and rulings that affect cost and investment 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 in Duke Energy's 
service territories; additional competition in electric markets and 
coritlnued industry consolidation; political and regulatory uncer
tainty in other countries In which Duke Energy conducts business; 
the influence of weather and other natural phenomena on Duke 
Energy's operations, including the economic, operational and other 
effects of storms, hurricanes, droughts and tornados; the timing 
and extent of changes in commodity prices, interest rates and 
foreign currency exchange rates; unscheduled generation outages, 
unusual maintenance or repairs and electric transmission syslem 
constraints; the performance of electric generation and of projects 

undertaken by Duke Energy's nonregulated businesses; the 
results of financing efforts, including Duke Energy's ability to obtain 
financing on favorable terms, which can be affected by various fac
tors, including Duke Energy's credit ratings and general economic 
conditions: declines In the market prices of equity securities and 
resultant cash funding requirements for Duke Energy's defined ben
efit pension plans; the level of credit worthiness of counterparties to 
Duke Energy's transactions; employee workforce factors, including 
the potential inability to attract and retain key personnel; grov/th in 
opportunities for Duke Energy's business units, including the timing 
and success of efforts to develop domestic and international 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 risks 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 ratepayers in a timely manner; the effect of 
accounting pronouncements issued periodically by accounting 
standard-setting bodies; and the ability to successfully complete 
merger, acquisition or divestiture plans. 

In light ofthese risks, uncertainties and assumptions, the events 
described in the forward-looking statements might not occur or 
might occur to a different extent or at a different time than Duke 
Energy has described, Duke Energy undertakes no obligation to 
publicly update or revise any fonward-looking statements, whether 
as a result of new information, future events or otherwise. 
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Investor Information 

Annual Meeting 
The 2009 Annual Meeting of Duke Energy Shareholders 
will be: 

Date: Thursday, May 7, 2009 
Time: 10 a,m. 
Place: O.J, Miller Audltonum, 

Energy Center 
526 South Church Street 
Charlotte, NC 28202 

Shareholder Services 
Shareholders may call 800-488-3853 or 704-382-3853 
with questions about their stock accounts, legal transfer 
requirements, address changes, replacement dividend checks, 
replacement of lost certificates or other services, Additionaliy, 
registered users of DUK-Online, our online account manage
ment service, may access their accounts through the Internet, 

Send written requests to: 
Investor Relations 
Duke Energy 
RO, Box 1005 
Chariotte, NC 28201-1005 

For electronic correspondence, visit 
www, duke-energy, com/con tactIR, 

Stock Exchange Listing 
Duke Energy's common stock Is listed on the New York 
Stock Exchange, The company's common stock trading 
symbol Is DUK. 

Web Site Addresses 
Corporate home page: 

www,duke-energy,com 
Investor Relations: 

www.duke-energy.com/lnvestors 

InvestorDirect Choice Plan 
The InvestorDirect Choice Plan provides a simple and 
convenient way to purchase common stock directly through 
the company, without incurring brokerage fees. Purchases may 
be made weekly Bank drafts for monthly purchases, as well 
as a safekeeping option for depositing certificates into the plan, 
are available. 

The plan also provides for full reinvestment, direct deposit 
or cash payment ot dividends. Additionally, participants may 
register for DUK-Online, our online account management 
service. 

Financial Publications 
Duke Energy's summary annual report, SEC Form 10-K 
and related financial publications can be found on our 
Web site at www,duke-energy.com/investors. Printed copies 
are also available free of charge upon request. 

Duplicate (Vlailings 
If your shares are registered In different accounts, you may 
receive duplicate mailings of annual reports, proxy statements 
and other shareholder information. Call Investor Relations 
for instructions on eliminating duplications or combining 
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 quarteriy cash dividends on Its common 
stock for 82 consecutive years. For the rest of 2009, dividends 
on common stock are expected to be paid, subject to declara
tion by the Board of Directors, on June 15, Sept. 16 and 
Dec, 16, 2009, 

Bond Trustee 
If you have questions regarding your bond account, call 
800-275-2048, or write to: 

The Bank of New York Mellon 
Global Trust Services 
101 Barclay Street 
New York, NY 10286 

Send Us Feedback 
We welcome your opinion on this summary annual report. 
Please visit www.duke-energy,com/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 opportunity employer This report 
is published solely to Inform shareholders and is not to be 
considered an offer, or the solicitation of an offer, to buy 
or sell securities. 

F S C 

^ Mixed Saurcfts 

O i m hflnEllni«liklvi:>incl| 

Products with a Mixed Sources 

label support the development of 

rtssponsible forest management 

worldwide. The wood comes from 

Forest Stewardship Council (FSC)-

certified well-managed forests, company-controlled sources and/or recycled 

material. The recycling symbol identifies post-consurrier recycled content in 

these products. This annual report is printed on paper manufactured with 

energy generated from renewable sources. 
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