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Duke Energy and S5COA also negotiated 2 $330 million, Construction and 12-year amortizing Term Loan Facility, on behalf of the borrower, a wholly
owned subsidiary of the joint venture, The loatt agreement is non—recourse to Duke Energy. Duke Energy received proceeds of $319 million upon execution
of the loan agreement. This amount represents reimbursement of a significant portion of Duke Energy’s construction costs incurred as of the date of the
agreement, Beginning in April 2012, ard through completion of the projects, Duke Energy and SCOA will each find 50% of the remaining construction
cost of the projects through contributions to the joint venture. Duke Energy will consolidate the joint venture until the projects reach commercial operations

{ater in 2012. This transaction js expected to result in an insignificant gain to Duke Energy at the time construction is complete, where upen Duke Energy
will no longer consolidate the joint venture.

3. Business Segments

Effective w1th.the' first quarter of 2012, management began evaluating segment performance based on Segment Income. Segment Income is defined
as income from continuing operations net of incame attributable to nencontrolling interests. Segment Income, as discussed below, includes intercompany
revenues and expenses that are eliminated in the Condensed Consolidated Financial Statements. In conjunction with management’s use of the new reporting
measure, certain governance costs that were previously unallocated have now been allocated to each of the segments. In addition, direct interest expense and
income taxes are in¢luded in segment income. Prior year segment profitability information has been recast to conform to the current year presentation. Nong

of these changes impacts the reportable operating segments or the Duke Energy Registrants” previously reported consolidated revenues, net income or
earnings—per—share.

Duke Energy

Duke Energy has the following reportable operating segments: U.S. Franchised Electric and Gas (USFE&G), Commercial Power and Intérnational
Energy.

USFE&G generates, transmits, distributes and sells electricity in central and western North Carolina, western South Carolina, central, north central
and southemn Indiana, and northern Kentucky. USFE&G also transmits and distributes electricity in southwestern Ohio. Additionally, USFE&G transports
and sells natural gas in southwestern Ohia and nosthern Kentucky. [t conducts operatians primarily through Duke Energy Carolinas, regulated portions of
Duke Energy Ohio including Duke Energy Kentucky, and Duke Energy Indiana,

Commercial Power owns, operates and manages power plants and engages in the wholesale marketing and procurement of electric power, fuel and
emission allowances related to these plants, as well as other contractual positions. Commercial Power also has a retail sales subsidiary, Duke Energy Retail
Sales, LLC (Dukle Erergy Retail), which is certified by the PUCO as a Competitive Retail Electric Service provider in Ohio. Through Duke Energy
Generation Services, Inc. and its affiliates (DEGS), Coramercial Power engages in the development, construction and operation of renewable energy
projects. In addition, DEGS develops commercial transmission projects. DEGS also owns and operates electric generation for large energy consumers,
municipalities, utilities and industrial facilities.

[nternational Energy principally operates and manages power generation facilities and engages in sales and marketing of electric power gnd natural
gas outside the U.S. It conducts operations primarily through Duke Energy International, LLC and its affiliates and its activities principally target power
generatjon, in Latin America. Additionally, International Energy owns a 25% interest in National Methanol Company, located in Saudi Arabia, which is a
large regional producer of methanol and methyl tertiary butyl ether.

The remainder of Duke Energy’s operations is presented as Other. While it is not considered an operating segment, Other primarily includes
unallocated corporate costs, including costs to achieve certain mergers and divestitures, costs associated with certain corporate severance programs,
corporate {nterest expense and certain corporate income tax impact. It alse includes, Bisen Insurance Company Limited (Bison), Duke Energy’s wholly
owned, captive insurance subsidiary, Duke Energy’s 50% interest in DukeNet Communications, LLC (DukeNet) and rzlated telecommunications
businesses. and Duke Energy Trading and Marketing, LLC, which is 40% owned by Exxon Mobil Corporation and 60% owned by Duke Energy.

Business Segment Data

Segment
Income/
Consolidated
Unaffiliated Intersegment Total Net
~Bayenuss. —Bevenues Bevenugs —lnceme®
(in millions)
Three Months Ended Marceh 31, 2012
USFE&G” $ 2,660 $ 8 $ 2,668 3 136
Commercial Power 564 16 580 31
International Energy 402 — 402 142
Tatal reportable segments 3.626 24 1,650 309
Other 4 1 15 (16)
Eliminations — (35) (35) —
Add back of noncentrolling interest component — — —_ 4
Inceme from Discontinued Operations, net of tax — — — 2
Total consolidated $ 3,630 $ — $ 3,630 $ 299
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Segment
Income/
Consolidated
Unaffiliated Intersegment Total Net
—Bevenues 2
(in milfions)
Three Months Ended March 31, 2011
USFE&G 21874 3 9 $ 2,683 % 341
Commercial Power 642 2 644 49
[nternational Energy 348 — 348 128
Total reportable segments 3,664 11 3,675 518
Other [4)] 12 . 11 {7y
Eliminations — 21 23 —
Add back of nencontrolling interest component — — il 2
Total consolidated % 3,663 5 — $ 3,063 b 313

(a)  Segment results exclude noncontrolling interests and results of entities classified as discontinued operations.

(b)  As discussed further in Note 4, Duke Energy recorded pre—tax impairment and other charges of $420 million in the first quarter of 2012 related to
Edwardsport integrated gasification combined cycle (IGCC) project,

Segment assets in the following table exclude all intercompany assets.

Segment Assets

March 31, December 31,

-] .

(in millions)

USFE&G § 47,790 § 47977
Commercial Power 6,884 6,939
International Energy 4,752 4,539
Total reportable segments 58,426 59,455
Other a 2,337 2,961
Reclassifications 36 118
Total consolidated assets : $ 61,799 § 62,526

(a) Primarily represents reclassification of federal tax balances in consolidation.

Duke Energy Ohio
Duke Energy Chio has two reportzble operating segments, Franchised Electric and Gas and Commercial Power,
Franchised Electric and Gas transmits and distributes electricity in southwestern Ohio and generates, transmits, distributes and sells electricity in

northern Kentucky. Franchised Electric and (as also transports and sells natural gas in southwestern Ohio and northern Kentucky, It conducts operations
primarily through Duke Energy Ohio and its whelly owned subsidiary Duke Energy Kentucky.

Commercial Power owns, operates and manages power plants and engages in the wholesale marketing and procurement of electric power, fuel and
emission allowances related to these plants, as well as other contractual positions. Duke Energy Ohio’s Commercial Power reportable operating segment
does not include the operations of DEGS or Duke Energy Retail, which is included in the Commercial Power reportable operating segment at Duke Energy.

The remainder of Duke Energy Ohio’s operations is presented as Other, While it is not considered an operating segment, Other primarily includes
certain governance costs allocated by its parent, Duke Energy (see Note 17).

Business Segment Data

Segment Income/
Unaffillated Consolidated Net
Revenuesta) —_—lncome

(In millions)
Three Months Ended March 31, 2012

Franchised Electric and Gas ‘ $ 473 5 3
Commercial Power ' 454 44
Total reportable segments 27 78
Other — 4
Eliminations (15 —
Total consolidated $ 912 3 74
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Segment Income/

Unaffiliated Consolidated Net
%
{in millions)
Three Months Ended March 31, 2011

Franchised Electric and Gas ‘ $ 464 $ 48

Comrnercial Power 415 28
Total reportable segments 879 76

Other — 3)
Tota! congolidated 3 879 5 73

(a) There was an insignificant amount of intersegment revenues for the three months ended March 31, 2012 and 2011.

Segment assets in the following table exciude all intercompany assets.

Segment Assets

March 31, December 31,
. (i millions)

Franchised Electric and Gas ‘ . $ 6,432 § 6,293

Commercial Power 4,733 4,740

Total reportable segments 11,165 [1,033

Other 177 259
Reclassifications (384) (353}

Total consolidated assets $ 10,958 $ 10,939

Duke Energy Carolinas and Duke Energy Indiana

Duke Energy Carolinas and Duke Energy Indiana each have one reportable operating segment, Franchised Electric, which generates, transmits,
distributes and sells electricity in central and western Notth Carolina and western South Carolina, and north central, central and southern Indiana,
respectively.

The remainder of Duke Energy Carclinas” and Duke Energy Indiana’s operations is presented as Other, While it is not considered an operating
segment, Other primarily includes costs to achieve certain mergers and divestitures, certain corporate severance programs, and certain costs for use of
corporate assets as alfocated to Duke Energy Carolinas or Duke Energy Indiana,

At March 31, 2012 and 2011, al! of Duke Energy Carolinas' and Duke Energy Indiana’s assets are each owned by the Franchised Electric operating

segment. For the three months ended March 31, 2012 and 2011, substantially all revenues, and expenses are from the Franchised Electric operating segment
of each registrant,

4. Regulatory Matters
Rate Related Information.

The NCUC, PSCSC, TURC, PUCO and KPSC approve rates for retail electric and gas services within their states. Non—regulated s¢llers of gas and
electric generation are also allowed to operate in Ohio once certified by the PUCO. The FERC approves rates for electric sales to wholesale customers
served under cost—based rates, as well as sales of transmission service.

Duke Energy Ohio Standard Service Offer (SSO). The PUCO approved Duke Energy Ohio's current ESP on November 22, 2011, The ESP
effectively separates the generatian of electricity from Duke Energy Ohio’s retail load obligation and requires Duke Energy Ohia to transfer its generation
assets to a non—regulated affiliate on or before December 31, 2014, The ESP includes competitive auctions for electricity supply whereby the energy price is
recovered from retail customers. As a result, Duke Energy Ohio now earns retail margin on the transmission and distribution of electricity only and not on
the cost of the underlying energy. New rates for Duke Energy Ohic went into effect for SSO customers on January 1, 2012. The ESP also includes a
provisien for a non—bypassable stability charge of $1 1 million per year to be collected from January 1, 2012 through December 31, 2014.

On January 18, 2012, the PUCO denied a request for rehearing of its decisien on Duke Energy Ohio’s ESP filed by Columbus Southern Power and
Ohio Power Company.

Duke Energy Ohio Generation Asset Transfer. On April 2, 2012, Duke Energy Ohio and various affiliated entities filed an Application for
Authorization for Disposition of Jurisdictional Facilities with FERC. The application seeks to transfer, from Duke Energy Ohio’s rate—regulated Ohio utility
company, the legacy coal—fired and combustion gas turbine assets to a non—regulated affiliate, consistent with ESP stipulation approved on November 22,
201 1. The application outlines a potential additional step in the reorganization that would result in a transfer of all of Duke Energy Ohio’s Commercial
Power business to an indirect wholly owned subsidiary of Duke Energy as early as October 2012, The process of determining the optimal corporate
structure is an ongoing evaluation of factors, such as tax considerations, that may change between now and the transfer date. In conjunction with the
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transfer, Duke Energy Ohio’s capital structure will be restructured to reflect appropriate debt and equity ratios for its regulated Franchised Electric and Gas

operations. The fransfer could instead be accomptished within a wholly owned nen—regulated subsidiary of Duke Energry Ohio depending on final tax
structuring analysis. Duke Energy Ohio requested the FERC to rule on the application within 90 days.

Duke Energy Carolinas North Carolina Rate Case, On January 27, 2012, the NCUC approved a settlement agreement between Duke Energy
Carolinas and the North Carolina Utilities Public Staff (Public Staff). The terms of the agreement inciude an average 7.2% increase in retail revenues, or
approximately $309 million annually beginning in February 2012, The agreement includes a 10.5% return on equity and a capital structure of 53% equity
and 47% leng—t¢rm debt. In order to mitigate the impact of the increase on customers, the agreement provides for (i) Duke Energy to waive its right to
increase the amount of construction work in progress it rate base for any expenditures associated with Cliffside Unit 6 above the North Carolina retail
portion included in the 2009 North Carclina Rate Case, (i) the accelerated return of certain regulatory liabilities, related to accumulated EPA sulfur dioxide
auction proceeds, to customers, which lowered the total impact to customer bills to an increase of approximately 7.2% in the near—ternt; and (i) an $11
million shareholder contribution to agencies that pravide energy assistance to low income customers. In exchange for waiving the right to increase the
amount of construction work in process for Cliffside Unit 6, Duke Energy will continue to capitalize AFUDC on ali expenditures associated with Cliffside
Unit 6 not included in rate base as a result of the 2009 North Carolina Rate Case.

On March 28, 2012, the North Carolina Attorney General filed a notice of appeal with the NCUC challenging the rate of return approved in the
agreement. On Aptil 17, 2012, the NCUC denied Duke Energy Carolinas’ request to dismiss the notice of appeal.

Duke Energy Carolinas South Carolina Rate Case. On January 25, 2012, the PSCSC approved a settlement agreement between Duke Energy
Carolinas and the Office of Regulatory Staff (ORS), Wal-Mart Stores East, LP (Wal-Mart), and Sam’s East, Inc (Sam’s). The Commission of Public
Works for the city of Spartanburg, South Carolina and the Spartanburg Sanitary Sewer District were not parlies to the agreement; however, they did not
object to the agreement. The terms of the agreement include an average 5.98% increase in retail and commercial revenues, or approximately $93 million

annually beginning February 6, 2012, The agreement includes a 10.5% return on equity, a capital structure of 53% equity and 47% long—term debt, and a
contribution of §4 million to AdvanceSC.

Capital Expansion Projects.

Overview. USFE&G is engaged in planning efforts to meet projected load growth in its service territories. Capacity additions may include new
nuclear, IGCC, coal facilities or gas—fired generation vnits. Because of the long lead times required to develop such assets, USFE&G is taking steps now to
ensure those options are available.

Duke Energy Carolinas Cliffside Unit 6. On March 21, 2007, the NCUC issued an order allowing Duke Epergy Carolinas to build an 800 MW
coal—fired unit. Following final equipment setection and the completion of detailed engineering, Cliffside Unit 6 is expected to have a net output of 825
MW, On January 31, 2008, Duke Energy Carclinas filed its updated cost estimate of $1.8 billion {excluding AFUDC of $600 million) for the approved new
Cliffside Unit 6. In March 2010, Duke Energy Carolinas filed an update to the cost estimate of $1.8 billion (excluding AFUDC) with the NCUC where it
reduced the estimated AFUDC financing costs to $400 million as a result of the December 2009 rate case settlement with the NCUC that allowed the
inclusion of construction work in progress in rate base prospectively. Duke Energy Carolinas helieves that the overall cost of Cliffside Unit 6 will be

reduced by $125 million in federal advanced clean coal tax credits, as discussed in Note 5. Cliffside Unit 6 is expected to begin commercial operation in the
fall of 2012,

Duke Energy Carolinas Dan River and Buck Combined Cycle Facilities. In June 2008, the NCUC issued its order appraving the Certificate of
Public Convenience and Necessity (CPCN) applications to construct a 620 MW combined cycle natural gas fired generating facility at each of Duke Energy
Carolinas’ existing Dan River Steam Station and Buck Steam Station. The Division of Air Quality (DAQ) issued a final air permit authorizing construction
of the Buck and Dan River combined cycle natural gas—fired generating units in October 2008 and August 2009, respectively.

In November 2011, Duke Energy Carolinas placed jts 620 MW Buck combined cycle natural gas~fired generation facility in service. The Dan River

project is expected to begin operation by the end of 2012. Based on the most updated cost estimates, total costs {including AFUDC) for the Dan River
praject are $710 million,

Duke Energy Indiana Edwardsport IGCC Plant. On September 7, 2006, Duke Energy Indiana and Southern Indiana Gas and Electric Company
d/b/a Vectren Energy Delivery of Indiana (Vectren) filed a joint petition with the IURC seeking a CPCN for the construction of 2 618 MW IGCC power
plant at Duke Energy Indiana’s Edwardsport Generating Station in Knox County, Indiana. The facility was initially estimated to cost approximately $1.985
billion (including $120 million of AFUDC), Tn August 2007, Vectren formally withdrew its participation in the IGCC plant and a hearing was conducted on
the CPCN petition based on Duke Energy Indiana owning 100% of the project. On November 20, 2007, the [URC issued an order granting Duke Energy
Indiana a CPCN for the proposed IGCC project, approved the cast 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. The Citizens
Action Coalition of Indiana, Inc. (CAC), Sietra Club, Inc., Save the Valley, Inc., and Valley Watch, Inc., al! intervenors in the CPCN proceeding, have
appealed the air permit.

On May 1, 2008, Duke Energy Indiana filed its first semi~annual IGCC rider and ongoing review proceeding with the IURC as required under the
CPCN order {ssued by the JURC, In'its filing, Duke Energy Indiana requested approval of a new cost estimate for the IGCC project of $2.35 billion
{including $125 million of AFUDC) and for approval of plans to study carbon capture as required by the TURCT’s CPCN order. On January 7, 2009, the
IURC approved Duke Energy Indiana’s request, including the new cost estimate of $2.35 hillion, and cost recovery associated with a study on carbon

capture. {n November 3, 2008 and May 1, 2009, Duke Energy Indiana filed its second and third semi—annual IGCC riders, respectively, both of which were
approved by the [URC in full.

On November 24, 2009, Duke Energy Indiana filed a petition for its fourth semi—anaual IGCC rider and ongoing review proceeding with the [URC.
As Duke Energy Indiana experienced design modifications, quantity increases and scope growth above what was anticipated from the preliminary
engineering design, capital costs ta the IGCC project were anticipated to increase. Duke Energy Indiana forecasted that the additional capital cost items
would use the remaining contingency and escalation amounts in the
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current $2.35 billion cost estimate and add $150 million, excluding the impact associated with the need to add more contingency. Duke Energy Indiana did
not request approval of an increased cost estimate in the fourth semi—annual update proceeding; rather, Duke Energy Indiana requested, and the JURC
approved, a subdocket proceeding in which Duke Energy Indiana would present additional evidence regarding an updated estimated cost for the [GCC
project and in which a more comprehensive review of the [GCC project could occur. The evidentiary hearing for the fourth semi—annual update proceeding
was held April 6, 2010, and an interim order was received on July 28, 2010. The order approves the implementation of an npdated IGCC rider to recover

costs ipcurred thr_ough September 30, 2009, effective immediately. The approvals are on an interim basis pending the outcome of the sub—dacket proceeding
involving the revised cost estimate as discussed further below.,

On April 16, 2010, Duke Energy Indiana filed a revised cost estimate for the IGCC project reflecting an estimated cost increase of $530 million. Duke
Energy Indiana requested approval of the revised cost estimate of $2.88 billion (including $160 million of AFUDC), and for continuation of the existing
cost recovery treatment, A major driver of the cost increase included quantity increases and design changes, which impacted the scope, productivity and
schedule of the [GCC project. On September 17, 2010, an agreement was reached with the OUCC, Duke Energy Indiana Industrial Group and Nucor $teel
— Indiana to increase the authorized cost estimate of $2.35 billion te $2.76 billion, and to cap the project’s costs that could be passed on to customers at
$2.975 billion. Any construction cost amourts above $2.76 billion would be subject to a prudence review similar to most other rate base investments in
Duke Energy Indiana’s next general rate increase request before the [URC. Duke Energy Indiana agreed to accept a 150 basis point reduction in the equity
return for any project construction costs greater than $2.35 billion. Additionally, Duke Energy Indiana agreed not to file for a general rate case increase
before March 2G12. Duke Energy Indiana also agreed to reduce depreciation tates earlier than would otherwise be required and to forego a deferred tax
incentive related to the IGCC project. As a result of the settlement, Duke Energy Indiana recorded a pre—tax charge to earnings of approximately 544
million in the third guarter of 2010 to reflect the impact of the reduction in the return on equity, Due to the [URC investigation discussed below, the IURC
convened a technical conference on November 3, 2010, related to the continuing need for the Edwardspart 1GCC facility. On December 9, 2010, the parties
to the settlement withdrew the settlement agreement to provide an opportunity to assess whether and to what extent the settlement agreement remained a
reasonable allocation of risks and rewards and whether modifications to the settlement agreement were appropriate. Management determined that the
appreximate 544 million charge discussed above was not impacted by the withdrawa! of the settlement agreement.

During 2010, Duke Energy Indiana filed petitions for its fifth and sixth semi—annual IGCC riders. Evidentiary hearings were held on April 24, 2012
and April 25, 2012.

The CAC, Sierra Club, Inc,, Save the Valley, Inc., and Valley Watch, Inc. filed motions for two subdocket proceedings alleging improper
commurications, undue influence, fraud, concealment and gross mismanagement, and a request for field hearing in this proceeding, Duke Energy Indiana
oppesed the requests. On February 23, 2011, the YURC issued an order which denied the request for a subdocket to investigate the allegations of improper
communications and undue influence at this time, finding there were other agencies better suited for such investigation. The TURC also found that
allegations of fraud, concealment and gross mismanagement related to the 1GCC project should be heard in a Phase Il proceeding of the cost estimate
subdocket and set evidentiary hearings on both Phase [ (cost estimate inerease) and Phase [ beginning in August 2011. After procedural delays, hearings
were held on Phase I on October 26, 2011 and on Phase II on November 21, 2011.

On March 10, 2011, Duke Energy Indiana filed testimony with the IURC proposing a framework designed to mitigate customer rate impacts
associated with the Edwardsport IGCC project. Duke Energy Indiana's filing proposed a cup on the project’s construction costs, (excluding financing costs),
which can be recovered through rates at $2.72 billion. It also proposed rate—related adjustments that will lower the overall customer rate increase related to
the project from an average of 19% to approximately 16%.

On November 30, 2011, Duke Energy Indiana filed a petition with the ITURC in connection with its eighth semi—annual rider request for the
Edwardsport IGCC project. Evidentiary hearings for the seventh and sight semi—annual rider requests are scheduled for August 6, 2012 and August 7, 2012.

On June 27, 2011, Duke Energy Indiana filed testimony with the IURC in connection with its seventh semi—annual rider request which included an
update on the current cost forecast of the Edwardsport IGCC project. The updated forecast excluding AFUDC increased from $2.72 billion to $2.82 billion,
not including any contingency for unexpected start—up events. On June 30, 201 1, the QUCC and intervenors filed testimony in Phase T recommending that
Duke Energy Indiana be disallowed cost recovery of any of the additional cost estimate increase above the previously approved cost estimate of $2.35
billion. Duke Energy Indiana filed rebuttal testimony on August 3, 201 1.

In the subdocket proceeding, on July 14, 2011, the QUCC and certain intervenors filed testimony in Phase II alleging that Duke Energy Indiana
concealed information and grossly mismanaged the project, and therefore Duke Enerpy Indiana should only be permitted to recover from customers §1.985
billion, the original IGCC project cost estimate approved by the [URC. Other intervenors recommended that Duke Energy Tndiana not be able to rely on any
cost recovery granted under the CPCN or the first cost increase order. Duke Energy Indiana belicves it has diligently and prudently managed the project. On
September 9, 2011, Duke Energy defended against the allegations in its respensive testimony. The OUCC and intervenors filed their final rebuttal tesimony
in Phase 11 on or before October 7, 201 1, making similar claims of fraud, concealment and gross mismanagement and recommending the same outcome of
limiting Duke Energy Indiana’s recovery to the $1.985 billion initial cost estimate. Additionally, the CAC recommended that recovery be limited to the
costs incurred on the IGCC project as of November 30, 2009 (Duke Energy Indiana estimates it had committed costs of $1.6 billion), with further [IURC
proceedings to be held to determine the financial consequences of this recommendation. .

Cm October 19, 2011, Duke Energy Indiana revised its project cost estimate from approximately $2.82 billion, excluding financing costs, to
approximately $2.98 billion, exciuding financing costs. The revised estimate reflects additional cost pressures resulting from guantity increases and the
resulting impact on the scope, productivity and schedule of the IGCC project. Duke Energy Indiana previously proposed to the IURC a cost cap of
approximately $2.72 billion, plus the actual AFUDC that accries on that amount. As a result, Duke Energy Indiana recorded a pre—tax impairment charge of
approximately $222 million in the third quarter of 2011 related to costs expected to be incurred above the cost cap. This charge is in addition to a pre—tax
impairment charge of
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approximately 544 million recorded in the third quarter of 2010 as discussed above. The cost cap, if approved by the TURC, limits the amount of project
construction <osts that may‘be incorporated into customer rates in Indiana. As a result of the proposed cost cap, recovery of these cost increases is not
considered probable. Additional updates to the cost estimate could occur through the completion of the plant in 2012.

Phase [ and Phase II hearings concluded on January 24, 2012, The CAC has filed repeated requests for the [URC to consider issues of ethics, undue
influence, due process violations and appearance of impropriety. The [URC denied the most recent motion in March 2012, In April 2012, the CAC filed a

mation requesting the (U RC 1o certify questions of law for appeal regarding allegations of fravd on the commission and due process violations. The IURC
has not yet ruled on the motion.

On April 30, 2012, Duke Energy Indiana entered into a settlement agreement with the Indiana Office of the Utility Consumer Counselor, the Duke
Energy [ndiana Industrial Group and Nucor Steel~Indiana on the cost increase for construction of the Edwardsport IGCC piant, including both Phase T and
Phase [I of the sub docket. Pursuant to the agreement, there would be a cap on costs to be reflected in customer rates of §2.595 billion, including estimated
financing costs through June 30, 2012. If an ITURC order comes after June 30, 2012, Duke Energy Indiana will be able to recover additional financing costs
until custorner rates are revised. Duke Energy Indiana also agrees not to request a retail electric base rate increase prior to March 2013, with rates in effect
no earlier than Aptil 1, 2014, The agreement is subject to approval by the JURC, and the settling parties have requested that schedule be set to bear evidence
in support of the settlement agreement, which could allow for an IURC order as early as the summer of 2012. As a result of the agreement, Duke Energy
Indiana recorded pre—tax impairment and other charges of approximately $420 million in the first quarter of 2012, Approximately $400 million is recorded
in Impairment charges and the remaining approximately $2C million is recorded in Operation, maintenance and other on Duke Energy's Condensed
Consolidated Statement of Operations and in Duke Energy Indiana’s Condensed Consolidated Statements of Comprehensive Income. The $20 million
recorded in Operation, maintenance and other, is attriuted to legal fees Duke Energy Indiana will be responsible for on behalf of certain intervenors, as
well as funding for low income energy assistance, as required by the settlement agreement. These charges are in addition to pre—tax impairment charges of
approximately $222 million in the third quarter of 2011 and $44 million recorded in the third quarter of 2010, as discussed above.

Duke Energy is unable to predict the ultimate outcome of these proceedings. In the event the IURC disallows a portion of the remaining plant costs,
including financing costs, or if cost estimates for the plant increase, additional charges te expense, which could be material, could oceur, Construction of the
Edwardsport 1GCC plant is ongoing and is currently expected te be completed and placed in—service in 2012.

Puke Energy Carolinas William States Lee 111 Nuctear Station. In December 2007, Duke Energy Carolinas filed an application with the NRC,
which has been docketed for review, for a combined Censtruction and Operating License (COL) for two Westinghouse AP1000 (advanced passive) reactors
for the proposed William States Lee 11 Nuclear Station (Lee Nuclear Station) at a site in Cherokee County, South Carolina. Each reactor is capable of
preducing 1,117 MW. Submitting the COL application does not commit Duke Energy Carolinas to build nuclear units. Through several separate orders, the
NCUC and PSCSC have allowed Duke Energy to incur project development and pre—construction costs for the project through June 30, 2012, and up to an
aggregate maximum amount of $350 million.

As a condition to the approval of continued development of the project, Duke Energy Carolinas shall provide certain monthly reports te the FSCSC
and the ORS. Duke Energy Carolinas has also agreed to provide a monthiy report to certain parties on the progress of negotiations to acquire an interest in
the V.C. Summer Nuclear Station (refer to discussion below) expansion being developed by Scuth Carolina Pubiic Service Authority (Santee Cooper) gnd
South Carolina Electric & (Gas Company (SCE&G). Any change in ownership interest, output allocation, sharing of costs or contro! and any future option
agreements conceming Lee Nuclear Station shall be subject to prior approval of the PSCSC.

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

Tn the first quarter of 2011, Duke Energy Carolinas entered into an agreement with JEA that provides JEA with an option to purchase up to 2 20%
undivided ownership interest in Lee Muclear Station. JEA has 90 days following Duke Energy Carolinas’ receipt of the COL to exercise the option.

Duke Energy currently anticipates receiving the COL and other pertinent permits by mid—2013.

Duke Energy Carolinas V.C. Summer Nuclear Station Letter of Intent. In July 2011, Duke Energy Carolinas signed a letter of intent with Santee
Cooper related to the potential acquisition by Duke Energy Carolinas of a 5% to 10% ownership interest in the V.C. Summer Nuclear Station being
developed by Santee Cooper and SCE&G near Jenkinsville, South Carolina. The letter of intent provides a path for Duke Energy Carolinas to conduct the
necessary due diligence to determine if future participation in this project is beneficial for its customers.

Potential Plant Retirements,

Duke Energy Carolinas, Duke Energy Indiana, Duke Energy Chio and Duke Energy Kentucky cach periodically file Integrated Resoutce Plans (IRF)
with their state regulatory commissions. The IRPs provide a view of forecasted energy needs aver a long term. (15-20 vears), and options being considered
to meet those needs. The IRP's filed by Duke Energy Carolinas, Duke Energy Indiana, Duke Energy Ohio and Duke Energy Kentucky in 2011 and 2010
included planning assumptions to potentially retire by 2015, certain coai—fired generating facilities in North Carolina, South Carolina, Indiana and Ohio that
do not have the requisite emission control equipment, primarily to meet EPA regulations that are not yet effective.

Duke Energy classifies generating facilities that are still operating but are expected to be retired significantly before the end of their previously
estimated useful iives as Generation facilities to be retired, net, on the Condensed Consolidated Balance Sheets, Amounts are reclassified from tbe cost and
accumulated depreciation of Praperty, plant and equipment when it becomes prohable the plant will be retired. Duke Energy continues to depreciate thgse
generating facilities based on depreciable lives on file with the state regulatory commission. When such facilities are removed from service, the remaining
net carrying value, if any, is then reclassified to regulatory assets, in accordance with the expected ratemaking treatment.

The table below conteins, as of March 31, 2012, the net carrying value of these facilities that are in the Condensed Consolidated Balance Sheets.

Duks Duke
Duke Energy Energy Energy
Duke Fnergy Carolinas(bHeHdd Ohiol#) Indiana®™
MW @) . 3,049 1,356 1,025 668
Remaining net book value (in miliions) $ 344 5 192 s 14 $ 138



(a) Included in Property, plant and equipment, net, on the Condensed Consolidated Balance Sheets unless otherwise noted.

(b) Includes Dan River Units 1 through 3, Riverbend Units 4 theough 7, Lee Units | through 3 and Buck Units § and 6. Duke Energy Carolinas has
comimitted to retire 1,667 MW in conjunction with a Cliffside air permit settlement, of which 311 MW have aleeady been retired.

(¢) Dan River was retired on April 1, 2012.

{d) Netbook value of Buck Units 5 and 6 of $79 million is included in Generation facilities to be retired, net, on the Condensed Consolidated Balance
Sheets.

(e) Includes Beckjord Station and Miami Fort Unit 6. Beckjord has no remaining book value,

() Includes Wabash River Units 2 through 6.
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Duke Energy continues to evalvate the potential need to retire these coal-fired generating facilities earlier than the current estimated useful lives, and
plans to seek regulatory recovery for amounts that would not be otherwise recovered when any of these assets are retired.

Other Matters.

Duke Energy Ohio and Duke Energy Kentucky Regional Transmissien Organization Realignment. Duke Energy Ohio, which includes its
wholly owned subsidiary Duke Energy Kentucky, transferred control of its transmission assets 10 effect a Regional Transmission Organization {RTO}

realignment from the Midwest Independent Transmission System Cperator, [ne. (MISQ) to PJM interconnection, L.L.C. (PJM), effective December 31,
2011,

On December 16, 2010, the FERC issued an order related to MISQ's cost allocation methodology surrounding Multi—Value Projects (MVP), a type of
MISO Transmission Expansion Planning (MTEF) project cest. MISO expects that MVP will fund the costs of large transmission projects designed 1o bring
renewable generation from the upper Midwest to load centers in the eastern porticn of the MISO footprint. MISO approved MVP proposals with estimated
project costs of approximately $3.2 billion prior to the date of Duke Energy Ohio's exit from MISO on December 31, 2011 1. These projects are expected to
be undertaken by the constructing transmission owners from 2012 through 2020 with costs recovered through MISO over the useful life of the projects. The
FERC order did not clearly and expressly approve MISO's apparent interpretation that a withdrawing transmission owner is obligated to pay its share of
costs of all MVP projects approved by MISO up to the date of the withdrawing transmission owners” exit from Mi1SO. Duke Energy Ohio, including Duke
Energy Kentucky, has historically represented approximately five—percent of the MISO system. The impact of this order is not fully known, but could result
in a substantial increase in MISO transmission expansien costs allocated to Dulce Energy Ohio and Duke Energy Kentucky subsequent to a withdrawal from
MISO. Duke Energy Ohio and Duke Enerpgy Kentucky, among other pacties, sought rehearing of the FERC MVP order. On October 21, 2011, the FERC
issued an order on rehearing in this matter largely affiming its original MVP order and conditionally accepting MISO’s compliance filing as well as
determining that the MVP allocation methodology is consistent with cost causation principles and FERC precedent. The FERC also reiterated that it will not
prejudge any settlement agreement between an RTO and a withdrawing transmission owner for fees that a withdrawing transmission owner owes to the
RTQ. The order further states that any such fees that a withdrawing transmission owner owes to an RTO are a matter for those parties to negotiate, subject
to review by the FERC, The FERC also ruled that Duke Energy Ghio and Duke Energy Kentucky's challenge of MISO’s ability to allocate MVP costs to a
withdrawing transmission owner is beyond the scope of the proceeding. The order further stated that M1SO’s tariff withdrawal language establishes that
once cost responsibility for transmission upgrades 1s determined, withdrawing transmission owners retain any costs incurred prior to the withdrawal date. In
otder to preserve their rights, Duke Energy Ohio and Drake Energy Kentucky filed an appeal of the FERC order in the D.C. Circnit Court of Appeals. The
case was consolidated with appeals of the FERC order by ather parties in the Seventh Circuit Court of Appeals.

Duke Energy Ohio and Duke Energy Kentucky have entered into settlements or have received state regulatory approvals associated with the RTO
realignment. On December 22, 2010, the KPSC issued an order granting approval of Duke Energy Kentucky’s request to effect the RTO realignment,
subject to several conditions. The cooditions accepted by Duke Energy Kentucky include a commitment to not seek to double—recover i a future rate case
the transmission expansion fees that may be charged by MISO and PIM in the same period or overlapping periods. On January 25, 2011, the KPSC issued
an order stating that the order had been satisfied and is now unconditional.

On April 26, 2011, Duke Energy Ohic, Ohio Energy Group, The Office of Ohio Consumers’ Counsel and the Commission Staff filed an Application
and a Stipulation with the PUCO regarding Duke Energy Ohio’s recovery via a non—bypassable rider of certain costs related to its proposed RTC
realignment, Under the Stipulation, Duke Energy Ohio would recover all MTEP costs, including but not limited to MVP costs, directly or indirectly charged
to Duke Energy Ohio retail customers. Duke Energy Chio would not seek to recover any portion of the MESO exit obligation, PIM integration fees, or
internal costs associated with the RTQ realignment and the first $121 millien of PJM transmission expansion costs from Ohio retail customers. Duke Energy
Ohio alse agreed to vigorously defend against any charges for MVP projects from MISO. On May 25, 2011, the Stipulation was approved by the PUCO. An
application for rehearing filed by Ohio Partners for Affordable Energy was denied by the PUCO on fuly 15, 2011,

On October 14, 2011, Duke Energy Ohio and Duke Energy Kentucky filed an application with the FERC to establish new wholesale customer rates
for transmission service under PTM’'s Open Access Transmission Tariff. In this filing, Duke Energy Ohio and Duke Energy Kentucky sought recovery of
their legacy MTEP costs, including MVP costs, and submitted an analysis showing that the benefits of the RTO realignment outweigh the costs to the
customers, The new rates went into effect, subject to refind, on January 1, 2012 Protests were filed by cettain transmission customers. On April 24, 2012,
FERC issued an order in which it, among other things, denied recovery of legacy MTEP costs without prejudice to the right of Duke Energy Ohio and Duke
Energy Kentucky to make another filing including a more comprehensive cost—benefit analysis to support such recovery.
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On November 2, 2011, MISO, the MISO Transmission Owners, Duke Energy Ohio and Duke Energy Kentucky jointly submitted to the FERC a
filing that addresses the treatment of MTEP costs, excluding MVP costs. The November 2, 2011 filing, which was accepted by the FERC on December 30,
2011, provides that the MISO Transmission Owners will continue to be obligated to construct the non-MYP MTEP projects, for which Duke Energy Ohio
and Duke Energy Kentucky will continue to be obligated to pay a portion of the costs. Likewise, transmission custemers serving load in MISQ will continue
to be obligated to pay a portion of the costs of a previeusly identified non—MVP MTEP projsct that Duke Energy Ohio has constructed,

On December 29, 2011, MISO filed with FERC a Schedule 39 to MISO's tariff. Schedule 3% provides for the allocation of MVP costs to a
withdrawing awner based on the owner’s actual transmission load afier the owner’s withdrerwal ot MISO, o, i the owaer f23%s to report such \oad, based
on the owngr’s historical usage in MISO assuming annual load growth. On January 19, 2012, Duke Energy Ohio and Duke Energy Kentucky filed with
FERC a protest of the allocation of MVP costs to them under Schedule 39. On February 27, 2012, the FERC accepted Schedule 3D as a just and reasonable
basis for MISO to charge for MVP costs, a transmission owner that withdraws from MISO after January 1, 2012. The FERC set hearing and settlement
procedures regarding whether MISO’s proposal to use the methodology in Schedule 39 to calculate the obligation of transmission owners who withdrew
from MISO prior to January 1, 2012 (such as Duke Energy Ohio and Duke Energy Kentucky) to pay for MVP costs is consistent with the MVP—related
withdrawal obligations in the tariff at the time that they withdrew from MIS(Q, and, if not, what amount of, and methodolegy for calculating, any MVP cost

respo;slibilgy should be. On March 28, 2012, Duke Energy Ohio and Duke Energy Kentucky filed a request for rehearing of FERC’s arder on MISOs
Schedule 39.

On December 31, 2011, Duke Energy Ohio recorded a liability for its MISO exit obligation and share of MTEP costs, excluding MVP, of
approximately $110 million. This lability Was recorded within Other in Current lizbitities and Other in Deferred credits and other liabilities on Duke Frergy
Ohia’s Condensed Consolidated Balance Sheets upon exit from MISO on December 31, 2011. Approximately $74 million of this amount was recorded as a
regulatory asset while $36 million was recorded to Cperation, maintenance and other in Duke Energy Ohio’s Condensed Consolidated Statements of
Comprehensive Income, There were no significant changes in the amount of the recorded liability during the first quarter of 2012. In addition ta the above
zmounts, Duke Energy Ohio may also be responsible for costs associated with MISO MVP projects. Duke Energy Ohio is contesting its obligation to pay
for such costs. However, depending on the final outcome of this matter, Duke Energy Ohio could incur material costs associated with MVP projects, which

are not reaspnably estimable at this time. Regulatory accounting treatment will be pursued for any costs incurred in cornection with the resclution of this
matter.

Duke Energy Indiana Carbon Sequestration, Duke Fnergy Indiana filed a petition with the TURC requesting approval of its plans for studying
carbon storage, sequestration and/or enhanced oil recovery for the carbon diexide {CO ;) from the Edwardsport IGCC facility on March 6, 2009. On July 7,
2009, Duke Energy Indiana filed its case- in—chief testimony requesting approval for cost recovery of 23121 million site assessment and characterization
plan for COz sequestration options including deep saline sequestration, depleted oil and gas sequestration and enbanced oil recovery for the CO ; from the
Edwardsport IGCC facility. The OUCC filed testimony supportive of the continuing study of carbon storage, but recommended that Duke Energy Indiana
break its plan into phases, recommending approval of only $33 million in expenditures at this time and deferral of expenditures rather than cost recovery
through a tracking mechanism as proposed by Duke Energy Indiana, The CAC, an intervenor, recommended against approval of the carbon storage plan
stating custpmers should not be required to pay for research and devélopment costs. Duke Energy Indiana’s rebuttal testimony was filed October 30, 2009,
wherein it amended its request to seek deferral of $42 million to cover the carbon storage site assessment and characterization activities scheduled to occur
through the end of 2010, with further required study expenditures subject to future [URC proceedings. An evidentiary hearing was held on November 9,
2009,

Duke Energy Indiana IURC Tnvestigation. On October 5, 2010, the Governor of Indiana terminated the employment of the Chairman of the [URC
in connection with Duke Energy Indiana’s hiring of an attorney from the TURC staff, As requested by the govemnor, the Indiana Inspector Genera! initiated
an investigation into whether the [URC attorney violated any state ethics rules, and the IURC announced it would internally audit the Duke Energy Indiana
cases dating from January 1, 2010 through September 30, 2010, on which this attorney worked while at the IURC, as well 2s all Edwardsport IGCC cases
dating back to 2006, Duke Energy Indiana engaged an outside law firm to conduct its own investigation regarding Duke Energy Indiana’s hiring of an IURC
attorney and Duke Energy Indiana’s related hiring practices. On Qctaber 5, 2010, Duke Energy Indiana placed the attorney and President of Duke Erergy
Indiana on administrative leave, They were subsequently terminated on November 8, 2010, On December 7, 2010, the IURC released its internal zudit
findings concluding that the previeus rulings were supported by sound, legal reasening consistent with the Indiana Rules of Evidence and histarical practice
and procedures of the TURC and that the previous rulings appeared to be balanced and consistent among the parties. The audit concluded it did not reveal
any bias or a resultant unfair advantage abtained by Duke Energy Indiana as a result of the evidentiary rulings of the former IURC attorney. The [URC
found no conflict between the order and the staff report; however, the audit report noted the staff report offered no specific recommendation to either
approve or deny the requested retief and that this was the only order that was subject to an appeal. As such, the IURC reopened that proceeding for further
Teview and consideration of the evidence presented. The Inspector General’s investigation into whethet the former TURC attomey viclated any state athics
rules was the subject of an Indiana Ethics Commission hearing that was held on April 14, 2011, and a final report was issued on May 14, 2011. The final
report pertained only to the conduct of the former IURC attorney as Duke Energy Indiana was not a subject of the investigation.

5, Commitments and Contingencies
Environmental

Duke Energy is subject to international, federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and
other envirenmental matters. Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana are subject to federal, state and local regul_ations ]
regarding ait and water quality, hazardous and solid waste disposal and other environmental matters. These regulations can be changed from time to time,
imposing new obligations on the Duke Energy Registrants,
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The following eavironmental matters impact all of the Duke Energy Registrants.

Remediation Activities. The Duke Energy Registrants are responsible for environmental remediation at various contaminated sites, These include
some properties that are part of ongoing operations and sites formerly owned or used bry Duke Energy entities. [n some cases, Duke Energy no longer owns
the property. Managed in conjunction with relevant federal, state and local agencies, activities vary with site conditions and locations, remediation
requirements, complexity and shacing of responsibility. If remediation activities involve statutory joint and several liability provisions, strict liability, or cost
Tecovery or contribution actions, the Duke Energy Registrants could potentially be held respensible for contamination caused by other parties. In some
instznces, the Duke Energy Registrants may share liability associated with contamination with otier potentially responsible pacties, and may aisa benefit
from insurance policies or contractual indemnities that cover some or all cleanup costs. Reserves associated with remediation activities ar certain sites have
been recorded and it is anticipated that additional costs associated with remediation activities at certain sites will be incurred in the future. All of these sites
generally are managed in the normal course of business or affiliate operations. The Duke Energy Registrants have zcerued gosts 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 the Duke Energy Registrants’ operations are typically expensed
unless regulatory recovery of the costs is deemed probable.

As of March 31, 2012, Duke Energy Ohio had a total reserve of $25 million, related to remediation work at certain former manufactured gas plant
(MGP) sites. Duke Energy Ohio has recerved an order from the PUCO to defer the costs incurred. As of March 31, 2012, Duke Energy Ohio has deferred
$72 million of costs related to the MGP sites. The PUCO will rule on the recovery of these costs at a future proceeding. Management believes it is probable

that additional liabilities will be incurred as work progresses at Ohio MGP sites; however, costs associated with future remediation cannot currently be
reasonably estimated.,

Clean Water Act 316(b). The EPA published its proposed cooling waters intake structures rule on April 20, 2011. Duke Energy submitted comments
on the proposed rule on August 16, 2011, The proposed rule advances one main approach and three alternatives. The main approach establishes aquatic
protection requirements for existing facilities and new on~site facility additions that withdraw 2 million gallons or mare of water per day from rivers,
streams, lakes, reservoirs, estuaries, oceans, ot other U.S. waters for cooling purposes. Based on the maits approach proposed, most, if not all of the 22 caal
and nuclear—fueled generating facilities in which the Duke Energy Registrants are either a whole or partial owner are likely affected sources. Additional
sources, including some combined-cycle combustion turhine facilities, may also be impacted, at least for intake modifications.

The EPA has plans to finalize the 316(b) rule in July 2012. Compliance with portions of the rule could begin as early as 2015. Because of the wide

range of potential outcomes, including the other three alternative proposals, the Duke Energy Registrants are unable to estimate its costs to comply at this
time.

Crass—State Air Pollution Rule (CSAPR). On August 8, 2011, the final Cross—State Air Pollution Rule (CSAPR) was published in the Federal
Register. The CSAPR established state—level annual SO, and NO, budgets that were o take effect on Jenuary 1, 2012, and state—level ozone—seasan NO
budgets that were to take effect on May |, 2012, allocating emission allowances to affected sources in each state equal to the state budget less an allowance
set—aside for new sources. The budget levels were set to decline in 2014 for many states, including each state that the Duke Energy Registrants operate in,
except for South Carotina where the budget levels were 1o remain constant. The rule allowed both intrastate acd interstate ajlowance trading.

Numerous petitions for review of the CSAPR and motions for stay of the CSAPR were filed with the United States Court of Appeals for the District
of Columbia. On December 30, 2011 the court ordered a stay of the CSAPR pending the court's resolution of the various petitions for review, Based on the
court’s order, the EPA continues to administer the Clean Air Interstate Rule that the Duke Energy Registrants have been complying with since 2009 and
which was to be replaced by the CSAPR beginning in 2012. Oral arguments in the case were held on April 13, 2012. A decision could be issued in the case
in the second or third quarter of 2012.

The stringency of the 2012 and 2014 CSAPR requirements varied among the Duke Energy Registrants. Where the CSAPR requirements were to be
constraining, activities to meet the requirements could inciude purchasing emission allowances, power purchases, curtailing generation and utilizing low
sulfur fuel. The CSAPR was not expected to result in Duke Energy Registrants adding new emission controis, Technical adjustments to the CSAFPR recently
finalized by the EPA will not materially impact the Duke Energy Registrants. The Duke Energy Registrants cannot predict the outcome of the litigation or
how it might affect the CSAPR requirements as they apply to the Duke Energy Registrants.

Coal Combustion Product (CCPJ) Management. Duke Energy currently estimates that it will spend $259 million (§78 million at Duke Energy
Carolinas, $63 million at Duke Energy Ohio and $118 million at Duke Energy Indiana) aver the period 2012-2016 to install synthetic caps and liners at
existing and new CCP landfills and to convert some of its CCP handling systems from wet 1o dry systems to comply with current regulations. 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 CCPs, primarily ash, from the Duke Enerpy Registrants” coal—fired power plants.

On June 21, 2010, the EPA issued a proposal to regulate, under the Resource Conservation and Recovery Act, coal combustion residuals {CCR), a
term the EPA uses to describe the CCPs associated with the generation of electricity. The EPA proposal contains two regulatory options whereby CCRs not
employed in approved beneficial use applications would either be regulated as hazardous waste or would centinue to be regulated as non—lhazar!:lous waste.
Duke Energy cannot predict the sutcome of this ralemaking, However, based on the propesal, the cost of complying with the final regulation will be
significant. The timing of a final rule is uncertain, but is not expected before late 2012 at the earliest.

Mercury and Air Toxics Standards (MATS). The final Mercury and Air Toxics Standards rule (previously referred to as the Utility MACT Rule) was
published in the Federal Register on February 16, 2012. The final rule establishes emission limits for hazardous air pollutants, including mercury from new
and existing coal—fired electric generating units. The rule requires sourees to comply with the emission limits by April 16, 2015. Under the Clean Air Act,
permitting authorities have the discretion to grant up to a 1—year compliance extension, on a case—by—case basis, to sources that are unable to complete the
installation of emission controls before the compliance deadline. The Duke Energy Registrants are cvaluating the requirements of the rule and developing
strategies
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for complying with the rule’s requirements. Strategies to achieve compliance with the final MATS rules are likely to include installation of new or upgrades

to existing air emission control equipment, the development of monitoring processes and accelerated retirement of some coal-fired electric—generating
units. For additional information, refer to Note 4, Regulatory Matters, regarding potential plant retirements,

Numerous petitions for review of the final MATS rule have been filed with the United States Court of Appeals for the District of Columbia. The court
has not established a schedule for the litigation. The Duke Energy Registrants cannot predict the outcome of the litigation or how it might affect the MATS
requirements as they apply to the Duke Energy Reglstrants.

Based on a preliminary review, the cost to the Duke Energy Registrants to comply with the final regulation will be materal.

EPA Greenhouse Gas New Soprce Performance Standards (NSPS). On April 13,2012, the EPA’s proposed rule to establish carbon dioxide (CO 7)
emissions standards for pulverized coal, IGCC, and natural gas combined cycle electric generating units that are permitted and constructed in the future was
published in the Federal Register. The proposal would not apply to any of the coal and natural gas generation plants that are currently under construction or
in operation by the Duke Energy Registrants. Any future pulverized coal and IGCC units will have to employ carbon capture and storage (CCS) technology

to meet the CO; emission standard the EPA has propoesed. New nztural gas combined cycle facilities will be able to meet the proposed standard without
CCS technology.

Management does not expect any material impact on the Duke Energy Registrants’ future results of operations or cash flows based on the EPA’s
proposal. The final rule, however, could be significantly different from the proposal. '

Estimated Cost of EPA Rulemakings. While the ultimate compliance reguirements for the Duke Energy Registrants for MATS, Clean Water Act
318(b), CSAFR and CCRs will not be known until all the rules have been finalized, for planning purposes, the Duke Energy Registrants currently estimate
the cost of new control equipment that may need to be installed on existing power plants to comply with this group of rules could total $4.5 billion to $3
billion over the next 10 years. The Duke Energy Registrants also expect to incur increased fuel, purchased power, operaticn and maintenance, and othet
expenses in conjunction with these EPA regulations. Until the final regulatory requirements of the group of EPA regulations are known and can be fully
evaluated, the potential compliance costs associated with these EPA regulatory actions are subject to considerable uncertainty, Therefore, the actval
compliance costs incurred may be materially different from these estimates based on the timing and requirements of the final EPA regulations. The Duke
Energy Registrants will seek regulatory recovery of amounts incurred associated with the regulated generavion plants in conjunction with these rulings.

Litigation
Duke Energy

Alaskan Global Warming Lawsuit. On February 26, 2008, plainliffs, the governing bodies of an Inupiat village in Alaska, filed suit in the U.5.
Federal Court for the Northern District of California against Peabody Coal and various oil and power company defendants, including Duke Energy and
certain of its subsidiaries. Plaintiffs brought the action on their own behalf and on bebalf of the village’s 400 residents. The lawsuit alleges that defendants’
emissions of CO, contributed to global warming and constitute a private and public nuisance. Plaintiffs also allege that certain defendants, including Duke
Energy, conspired to mislead the public with respect to plobal warming. Plaintiffs seek unspecified monetary damages, attorney's fees and expenses. On
June 30, 2008, the defendants filed a motion to dismiss on jurisdictional grounds, together with a motion to dismiss the conspiracy claims. On October 15,
2009, the District Court granted defendants motion to dismiss. The plaintiffs filed a notice of appeal and the Ninth Circuit Court of Appeals held argument
in the case on November 28, 201 1. It is not possible to predict whether Duke Energy will incur any liability or to estimate the damages, if any, that Duke
Energy might incur in connection with this matter.

Price Reporting Cases. A total of five lawsuits were filed against Duke Energy affiliates and other energy companies and remain pending ina
consolidated, sigle federal court proceeding in Nevada.

In November 2009, the judge granted defendants’ motion for reconsideration of the denial of defendants” summary judgment motion in two of the
remaining five cases to which Duke Energy affiliates are a party. A hearing on that motion occurred on July 15, 2011, and on July 19, 2011, the judge
granted the motion for summary judgment. Plaintiffs have filed a notice of appeal to the U.S. Court of Appeals for the Ninth Circuit.

Each of these cases containg similar claims, that the respective plaintiffs, and the classes they claim to represent, were harmed by the defendants’
alleged manipulation of the natural gas markets by various means, including providing false information to natural gas trade publications and entering into
untawful artangements and agreements i viclation of the antitrust laws of the respective states. Plaintiffs seek damages in unspecified amounts. It is not
possible to predict whether Duke Energy will incur any liability or to estimate the damages, if any, that Duke Energy might incur in connection with the

remaining matters. However, based on Duke Energy’s past expetiztces with similar cases of this nature, it does not believe its exposure under these
remaining matters is material.

Duke Energy International Paranapanema Lawsuit. On July 16, 2008, Duke Energy International (Geracao Paranapanema S.A. (DEIGP) fileda
lawsuit in the Brazilian federal court challenging transmission fee assessments imposed under two new resolutions promulgated by the Brazilian Electricity
Regulatory Agency (ANEEL) [collectively, the Resolutions). The Resolutions purport to impose additional transmission fees (retroactive to July I, 2004
and effective through June 30, 2009) on generation companies located in the State of S8o Paulo for utilization of the electric transmission system. The new
charges are based upon a flat—fee that fails to take into account the locational usage by each generator. DEIGP’s additional assessment under these
Resolutions amounts to approximately 564 million, inclusive of interest, through December 2011, Based on DEIGP’s continuing refusal to tender payment
of the disputed sums, on April 1, 2009, ANEEL imposed an additional fine against DEIGP in the amount of 3% million. DEIGP filed a request to enjoin
payment of the fine and for an expedited decision on the merits or, alternatively, an order requiring that all disputed sums be deposited in the court’s registry
in liew 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 additicnal fine, but denied DEIGP's
request for an expedited decision on the original assessment or payment into the court registry. Under the court’s
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order, DEIGP was required to make installment payments on the original assessment directly to the distribution companies pending resolution on the merits.
DEIGP filed an appeal and on August 28, 2009, the order was modified to aliow DEIGP to deposit the disputed portion of each installment, which was most

of the assessed amount, into an escrow account pending resolution on the merits. In the second quarter of 2009, Duke Energy recorded a pre—tax charge of
$33 million associated with this matter.

Brazil Expansion Lawsuit. On August 9, 2011, the State of S0 Paulo filed a lawsuit in Brazilian state court against DEIGP based upon a claim that
DEIGP is under 2 continuing ebligation to expand installed generation capacity by 15% pursuant to a stock purchase agresment under which DEIGP
purchased generation assets from the state. On August 10, 2011, a judge granted an ex parte injunction ordering DEIGP to present, within 60 days of
service, a detailed expansion plan in satisfaction of the 15% obligation or face civil penalties in the amount of approximately $16,000 per day. Both DEIGP
and ANEEL have previously taken a position that the 15% expansion obligation is no longer viable given the changes that have occurred in the electric
energy sectot since privatization of that sector. After filing various objections, defenses and appeals regarding the referenced crder, DEIGP submitted its

ﬁm%osed expansion plan on November 11, 201 1. The State of S30 Paulo filed a response asserting that DEIGP's expansion plan is inadequate. No trial date
as been set.

Crescent Litigation, On September 3, 2010, the Crescent Resources Litigation Trust filed suit against Duke Energy along with various affiliates and
several individuals, including current and former employees of Duke Energy, in the U.S. Bankruptcy Courr for the Western District of Texas. The Crescent
Resources Litigation Trust was established in May 2010 pursuant to the plan of reorganization approved in the Crescent bankruptey proceedings in the same
court, The complaint alleges that in 2006 the defendants caused Crescent to borrow approximately $1.2 billion from a consortium of banks and immediately
thereafter distribute most of the loan proceeds to Crescent’s parent company without benefit to Crescent. The complaint further alieges that Crescent was
rendered insolvent by the transactions, and that the distribution is subject to recovery by the Crescent bankruptey estate as an alleged frandulent transfer.
The plaintiff requests retumn of the funds as well as other statutory and equitable relief, punitive damages and attomeys® fees. Duke Energy and its affiliated
defendants believe that the referenced 2006 transactions were legitimate and did not violate any state or federal law, Defendanis filed a motion to dismiss in
December 2010. On March 21, 2011, the plaintiff filed a response to the defendant’s mation to dismiss and a motion for leave to file an amended complaint,
which was granted. The Defendants filed a second motion to dismiss in response to plaintiffs’ amended complaint.

The plaintiffs filed a demand for a jury trial, a motion to transfer the case to the federal district court, and a motion to consolidate the case with a
separate action filed by the plaintiffs against Duke Energy’s legal counsel. On March 22, 2012, the federal District Court issued an order denying the
defendant’s motion to dismiss and granting the plaintiffs’ motions for transfer and consolidation, The court has not yet made a final ruling on whether the
plaintiffs are entitled te a jury trial. Trial on this matter has been set to commence in January 2014,

It is not possible to predict whether Duke Energy will incur any liability or to estimate the damages, if any, that Duk# Energy might incur in
connection with this lawsuit.

Federal Advanced Clean Coal Tax Credits. Duke Energy Carclinas has been awarded 5125 million of federal advanced clean coal tax credits
associated with its construction of Cliffside Unit 6 and Duke Energy Indiana has been awarded $134 million of federal advanced clean coal tax credits
associated with its construction of the Edwardsport [GCC plant. In March, 2008, two environmental groups, Appalachian Voices and the Canary Coalition,
filed suit against the Federal government challenging the tax credits awarded to incentivize certain clean coal projects. Although Duke Energy was not a
party to the case, the allegations center on the tax incentives provided for the Cliffside and Edwardsport projects. The initial complaint alleged a failure to
comply with the Naticnal Environmental Policy Act. The first amended complaint, filed in August 2008, added an Endangered Species Act claim and also
sought declaratory and injunctive retief against the DOE and the U.S. Department of the Treasury. In 2008, the District Court dismissed the case. On
September 23, 2009, the District Court issued an order granting plaintiffs’ motion to amend their complaint and denying, a5 moot, the motion for
reconsideration. Plaintiffs have filed their second amended compiaint. The Federal government has moved to dismiss the second amerded complaint; the
motion is pending. On July 26, 2010, the District Court denied plaintiffs” motion for preliminary injunction seeking to halt the issuance of the tax credits.

Duke Energy Carolinas

New Seurce Review (NSR). In 1999-2000, the 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 country for alleged violations of the NSR provisions of the CAA. Generally, the
government alleges that projects performed at various coal—fired units were major modifications, as defined in the CAA, and that the utilities violated the
CAA when they undertook those projects without obtaining permits and installing the best available emission controls for SO 3, NO, and particulate matter.
The complaints seek injunctive relief to require installation 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 the Duke Encrgy Registrants” plants have been subject to
these allegations. Duke Energy Carolinas asserts that there were no CAA violations because the applicable regulations do not require permitting in cases
where the projects undertaken are “routine” or otherwise do not result in a net increase in emissions.

In 2000, the government brought a lawsnit against Duke Energy Carolinas in the U.S. District Court in Greensboro, North Carolina. The EPA claims
that 29 projects performed at 25 of Duke Energy Carolinas” coal—fired units 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 Carolinas’ legal positions on the standard to be used for
measuring an increase in emissions, and granted judgment in favor of Duke Energy Carolinas. The trial court’s decision was appealed and ultimately
reversed and remanded for trial by the U.S. Supreme Court. At trial, Duke Energy Carolinas will continue to assert that the projects were routine or not
projected to increase emissions. On February 11, 2011, the trial judge held an initial status conference and on March 22, 2011, the_jud_ge entereq an interim
scheduling order. The parties have filed a stipulation in which the United States and Plaintiff-Intervenors have dismissed with prejudice 16 claims. In
exchange, Duke Energy Carolinas dismissed certain affirmative defenses. The parties have filed motions for sammary judgment on the remaining claims.
No trial date has been set, but a trial is not expected until the second half of 2012, at the earliest.
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[t is not possib'le to estimatf; the damages, if any, that might be incurred in connection with the unresolved matters related to Duke Energy Carolinas
discussed above. Ultimate resofution of these matters could have a material effect on the consolidated results of operations, cash flows or financial position
of Duke Energy Carolinas. However, the appropriate regulatory treatment will be pursued for any costs incurred in connection with such resolution.

Asbestos—related Injuries and Damages Claims. Duke Energy Carolinas has experienced numerous claims for indemnification and medical cost
reimbursement relating to damages for bodily injuries alleged to have arisen from the exposure ta or use of ashestos in connection with construction and
mainteriance activities conducted on its lectric generation plants prior to 1985, As of March 31, 2012, there were 175 asserted claims for non-malignant
cases with the cumulative relief sought of up to $46 million, and 47 asserted ¢laims for malignant cases with the cumulative relief sought of up to $17

million. Based on Duke Energy Carolinas’ experience, it is expected that the ultimate resclution of most of these claims likely will be less than the amount
clarmed-

Amounts recognized as ashestos—related reserves related to Duke Energy Carolinas in the respective Condensed Consolidated Balance Sheets totaled
$789 million and $801 million as of March 31, 2012 and December 31, 2011, respectively, and are classified in Other within Deferred Credits and Other
Liabilities and Other within Current Liabilities. These reserves are based upon the minimum amount in Duke Energy Carolinas’ best estimate of the range
of loss for current and future ashestos claims through 2030. Management believes that it is possible there will be additional claims filed against Duke
Energy Carolinas after 2030, In light of the uncertainties inherent in a longer—term forecast, management does not belicve that they can reasonably estimate
the indemnity and medical costs that might be incurred after 2030 related to such potential claims. Asbestos—related loss estimates incorparate anticipated
inflation, if applicable, and are recorded on an undiscounted basis. These reserves are based upon current estimates and are subject to greater uncertainty as
the projeciion period lengthens. A significant upward or downward rend in the namber of claims filed, the nature of the atleged injury, and the average cost
of resolving each such claim could change our estimated liability, as could any substantial or favorable verdict at trial. A federal legislative solution, further
state tort reform or structured settlement transactions could alse change the estimated liability. Given the uncertainties associated with projecting matters

into the future and numerous other factors outside our control, management believes that it is possible Duke Energy Carolinas may incur asbestos labilites
in excess of the recorded reserves.

Duke Energy Carolinas has a third—party insurance policy to cover certain losses related to 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 its insurance pelicy in
2008, Future payments up to the policy limit will be reimbursed by Duke Energy Carolinas’ third party insurance carrier, The insurance policy limit for
potential future insurance recoveries for indemnification and medical cost ¢laim payments is $968 million in excess of the self insured retention. Insurance
recoveries of $813 million related to this policy are classified in the respective Condensed Consolidated Balance Sheets in Other within Investments and
Other Assets and Receivables as of both March 31, 2012 and December 31, 2011, respectively, Duke Energy Carolinas is not aware of any uncertainties

regarding the legal sefficiency of insurance claims. Management believes the insurance recovery asset is probable of recovery 2s the insurance carrier
continues to have a strong financial strength rating.

Duke Energy Ohio

Antitrust Lawsuit, In January 2008, four plaintiffs, including individual, industrial and nonprofit customers, filed a lawsuit against Duke Energy Ohio
in federal court in the Southern District of Chio, Plaintiffs alleged that Duke Energy Ohio (then The Cincinnati Gas & Electric Company), conspired to
provide inequitable and unfair price advantages for certain large business cansimers by entering into non—public option agreements with such consumers in
exchange for their withdrawal of challenges to Duke Energy Ohio’s pending Rate Stabilization Plan {(RSF), which was implemented in early 2003. On
March 31, 2009, the District Court granted Duke Energy Ohio’s metion to dismiss. Plaintiffs filed a motion to alter or set aside the judgment, which was
denied Ty an order dated March 31, 2010. In April 2010, the plaintiffs filed their appeal of that order with the U.S. Court of Appeals for the Sixth Cireuit,
which heard argument on that appeal on January 11, 2012. It is not possible to predict at this time whether Duke Energy Ohio will incur any Hability or to
estimate the damages, if any, that Duke Energy Ohio might incur in connection with this lawsuit.

Asbestos—related Injuries and Damages Claims. Duke Energy Chio has been named as a defendant or co—defendant in lawsuits related to asbestes at
its electric generating stations. The impact on Duke Energy Ohio’s consolidated results of operations, cash flows or financial position of these cases to date
has not been material. Based on estimates under varying assumptions concerning uncertajnties, such as, among others: (i) the number of contractors
potentially exposed to ashestos during construction or maintenance of Duke Energy Ohio generating plants; (it} the possible incidence of various illnesses
among exposed workers, and (iii} the potential sewtlement costs without federal or other legislation that addresses asbestos tort actions, Duke Energy Ohio
estimates that the range of reasonably possible exposure in existing and futare suits over the foreseeable future is not material. This estimated range of
exposure may change as additional settlements occur and claims are made and more case law is established.

Other Litigation and Legal Proceedings

The Duke Energy Registrants are involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which
involve substantial amounts. Management believes that the final disposition of these proceedings will not have a material effect on its consolidated results of
operations, cash flows or financial position.

The Duke Energy Registrants have exposure to certain legal matters that are described herein. Duke Energy has recorded reserves, including reserves
related to the aforementioned asbestos—related injuries and damages claims, of $803 million and $810 million as of March 31, 2012 and December 31,
2011, respectively, for these proceedings and exposures {the total of which is primarily related to Duke Energy Carolinas). These reserves represent
management's best estimate of probable loss as defived in the accounting guidance for contingencics, Duke Enetgy has insurance coverage for certain of
1hese 1osses incurred. As of both March 31, 2012 and December 31, 2011, Duke Energy recognized 5813 million of probable insurance recoveries related to
these losses (the total of which is related to Duke Energy Carolinas).

The Duke Energy Registrants expense legal costs related to the defense of loss contingencies as incurred.
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Other Commitments and Contingencies
General.

As part of its normal business, the Duke Energy Registrants are a party to various financial guarantees, performance guarantees and other contractual
commitments to extend guarantees of credit and other assistance to various subsidiaries, investees and other third parties. To varying degrees, these
guarantees involve ¢lements of performance and credit cigk, which are not included on the respective Condensed Consolidated Balance Sheets. The

possibility of any of the Duke Energy Registrants having to honor their contingencies is largely dependent upon future operations of various subsidiaries,
investees and other third parties, or the occurrence of certain future events.

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

6. Debt and Credit Facilities
Significant changes to the Duke Energy Registrants” debt and credit facilities since December 31, 2011 are as follows:

First Mortgage Bonds. [n March 2012, Duke Energy Indiana issued $250 million principal amount of first mertgage bonds, which carry a fixed
interest rate of 4.20% and mature March 15, 2042. Proceeds from the issuances were used to repay a portion of Duke Energy Indiana’s outstanding
short—term debt.

Other Debt. In January 2012, Duke Energy Carolinas used proceeds from its December 2011 $1 billion issuance of principal amount of first
mortgage bonds to repay $750 million 6.25% senior unsecured notes that matured January 15, 2012,

In the first guarter of 2012, Duke Energy completed the previcusly announced sale of International Energy’s indirect 23% ownership interest in Attiki
Gas Supply, 5.A {Attiki), a Greek corporation, to an existing equity owner in a series of transactions that resulted in the full discharge of the related debt
obligation. No gain or loss was recognized on these transactions. As of December 31, 2011, Duke Energy’s investment balance was $64 million and the
related debt obligation of $64 million was reflected in Current Maturities of Long—Term Debt on Duke Energy’s Condensed Consolidated Balance Sheets.

On April 4, 201 |, Duke Energy filed a registration statement (Form S—3) with the SEC to sell up to $1 billion of variable denomination floating rate
demand nates, called PremierMNotes. The Form 5-3 states that no more than $500 million of the notes will be cutstanding at any particular time. The notes
are offered on & continuous basis and bear interest at a floating rate per annum determined by the Duke Energy PremierNotes Committee, or its designee, on
a weekly basis. The interest rate payable on notes held by an investor may vary based on the principal arnount of the investment. The notes have no stated
maturity date, but may be redeemed in whole or in part by Duke Energy at any time, The notes are non—transferable and may be redeemed in whole or in
part at the investor's option. Proceeds fiom the sale of the notes will be used for general corporaie purposes. The balance as of March 31, 2012 and
December 31, 2011, is $126 million and $79 million, respectively. The notes reflect a short~term debt chligation of Duke Energy and are reflected as Notes
payable and commercial paper on Duke Energy’s Condensed Consolidated Balance Sheets,

At March 31, 2012 and December 31, 2011, Duke Energy Carolinas had $400 miilion principal amount of 5.625% senior unsecured notes due
November 2012 classified as Current maturities of long-term debt on its Condensed Consolidated Balance Sheets. Duke Energy Carclinas currently
anticipates satisfying this obligation with proceeds from additional borrowings.

At March 31, 2012 and December 31, 2011, Duke Energy Ohio had $500 million principal amount of 5.70% debentures due September 2012
classified as Current maturities of long—term debt on its Condensed Consolidated Balance Sheets. Duke Energy currently anticipates satisfying this
obligation with proceeds from additional borrowings, in connection with the Duke Energy Ohio generation asset transfer, as discussed in Note 4.

See Note 2 for a discussion on debt related to the joint venture with SCOA.

Non—Recourse Notes Payable of VIEs. To fund the purchase of receivables, CRC borrows from third parties and such borrowings fluctuate based
on the amount of receivables sold to CRC. The borrowings are secured by the assets of CRC and are non—recourse to Duke Energy. The debt is short—term
because the facility has an expiration date of October 2012. At March 31, 2012 and December 31, 2011, CRC borrowings were $275 million and $273
million, respectively, and are reflected as Non—recourse notes payable of VIEs on Duke Energy’s Condensed Consolidated Balance Sheets.
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Money Pool. The Subsidiary Registrants receive support for their short—term borrowing needs through participation with Duke Energy and certain of
its subsidiaries in a money pool arrangement. Under this arrangement, those companies with short—term funds may provide short—term loans to affiliates
participating under this arrangement. The money poel is structured such that the Subsidiary Registrants separately manage their cash needs and working
capital requirements. Accordingly, there is no net settlement of receivables and payables between the money pool participants. Pet the terms of the money
pool arrangement, the parent company, Duke Epergy may loan funds to its participating subsidiaries, but may not borrow funds through the money pool.
Accordingly, as the money poel activity is between Duke Energy and its wholly owned subsidiaries, all money pool balances are eliminated within Duke
Energy’s Condensed Consolidated Balance Sheets. The following table shows the Subsidiary Registrants” money pool balances and classification within
their respective Condensed Consolidated Balance Sheets as of March 31, 2012 and December 31, 2011:

March 33,2012 December 31. 2011
Recpivablzs Notes Payable Laneciorn Debt Receivables Notes Payable Lang_term Debt
{in miflions)
Duke Energy Carolinas s 298 $ — % 300 g 923 3 — 3 300
Duke Energy Ohio , 344 — — 311 — —
Puke Energy Indiana — 178 150 — 300 150

Increases ot decraases in money pool receivables are reflected within investing activities on the respective Subsidiary Registrants’ Condensed
Consolidated Statements of Cash Flaws, while increases or decteases in money pool borrowings are reflected within financing activities on the respective
Subsidiary Registrants Condensed Consolidated Statements of Cash Flows.

Available Credit Facilities. In November 2011, Duke Energy entered into a new $6 billion, five—vear master credit facility, with 34 billion available
at closing and the remaining $2 billien available following successful completion of the proposed merger with Progress Energy. This $2 billion commitment
expires on July 8, 2012. The Duke Energy Registrants each have borrowing capacity under the master credit facility up to specified sublimits for each
borrower. However, Duke Energy has the unilateral ability at any time to increase or decrease the borrowing sublimits of each borrower, subject to a
maximm sublimit for each borrower. See the table below for the borrowing sublimits for each of the borrowers as of March 31, 2012. The amount
available under the master credit facility has been reduced, as indicated in the table belaw, by the use of the master credit facility to backstop the issuances

of commercial paper, letters of credit and certain tax—exempt bonds. As indicated, borrowing sub limits for the Subsidiary Registrants are also reduced for
amounts outstanding under the money pool arrangement.

Master Credit Facility Summary as of March 31, 2012 (in millions)®®

Duke Energy Duke Energy Duke Energy Duke Energy Tatal
© —{Rarent} ~Larofinas — Ohia —Indiana Duke Energy
Facility Size § 1,250 k3 1,250 E3 750 $ 730 - $ 4,000
Less:
Notes Payable and Commercial Paper'” (55) (300) — {150) (505)
Qutstanding Letters of Credit (39 {7) — — {46)
Tax—Exempt Bonds — (95} (84) (81) (260)
Available Capacity $ 1,156 S 848 S 666 $ 519 b 3,189

(2)  This summary caly includes Duke Energy’s master credit facility and, accordingly, excludes certain demand facilities and committed facilitie_s that
are immaterial in size or which gencrally support very specific requirements, which primarily include facilities that backstop various outstanding
tax—exempt bonds, These facilities that backstop various outstanding tax—exempt bords generally have non—cancelable terms in excess of one year
from the balance sheet date, such that the Duke Energy Registrants have the ability to refinance such borrowings on a long—term basis. Accordingly,
such barrowings are reflected as Long—term Debt on the Condensed Consolidated Balance Sheets of the respective Duke Energy Reglstrant.

(b)  Credit facility contains a covenant raquiring the debt—to—total capitalization ratio ta not exceed 63% for each borrower.

(¢) Represents the sub limit of each borrower at March 31, 2012, The Duke Energy Ohic sub limit includes $100 million for Duke Energy Kentucky.

(d) Duke Energy issued $450 million of Commercial Paper and loaned the proceeds through the money pool to Duke Energy Carolinas and Duke Energy
Indiara (see money pool table above), The balances are classified as long—term borrowings within Long—term Debt in Duke Enecgy Carolinas™ and
Duke Energy Indiana’s Condensed Consolidated Balance Sheets, Duke Energy holds an additional $55 million of Commercial Paper as of March 31,
2012, The balance is classified as Notes payable and commercial paper on Duke Energy’s Condensed Consolidated Balance Sheets.

Restrictive Debt Covenants. The Duke Energy Registrants’ debt and credit agreements contain various financial and other covenants. Failure to
meet those covenants beyond applicable grace periods could result in accelerated due dates and/or termination of the agreements. As of March 31, 2012,
each of the Duke Energy Registrants 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
barrower or some of its subsidiaries. None of the sigaificant debt or credit agreements contain material adverse change clauses.
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7. Goodwill
2011:

Duke Energy

(in millions) LSFE&G
Balance at December 31, 201 1:
Goodwill $ 3,483

Accumulated Impairment Charges ) —

Balance at December 31, 2011, as adjusted for accumutated

impairment charges 3,483
Balance at March 31, 2012:
Goodwill 3,483

Accumulated Impairment Charges —
Foreign Exchange and Other Changes —

Balaoce at March 31, 2012, as adjusted for accumulated
impairment charges $ 3483

Duke Energy Ohio

{in millions}

Balance at December 31, 2011:
Goodwill .

Accumulated Impairment Charges

Balance at December 31, 2011, as adjusted for accumulated impaizment charges
Balance at March 31, 2012: -

Goodwill )
Accumulated Impairment Charges

Balance at March 31, 2012, ag adjusted for accumulated impairment charges
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Commercial Power International Energy
§ 940 $ 297
@71 —
69 297
940 297
BT —
_ 4
b3 69 $ 301
Franchised Commerclal
$ 1,137 $ 1,188
(216) (1,188)
921 —
1,137 1,188
(216) {1,188)
-3 921 3 —

The following table shows goadwill by reportable operating segment for Duke Energy and Duke Energy Ohio at March 31, 2012 and December 31,

$4.720
(871)
3,849

4,720
81
4

$3,853

§ 2325
(1,404)

921

2,325
(1408

5 921
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8. Risk Management, Derivative Instruments and Hedging Activities

The Duke Energy Registrants utilize various derivative instruments to manage risks primarily associated with commodity prices and interest rates.
The primary use of energy commadity denivatives is to hedge the generation portfolio against exposure to changes in the prices of power and fuel. Interest
rate derivatives are entered into to manage interest rate risk associated with variable—rate and fixed-rate borrowings.

Certain derivative instruments qualify for hedge accounting and are designated as either cash flow hedges or fair value hedges, while othets either do
not qualify as accounting hedges (such as economic hedges) or have not been designated as hedges (herginafter ceferred to as undesignated coutracts). All
derivative instruments not meeting the critetia for the NPNS exception are recognized as either assets or liabilities at fair value in the Condensed
Consolidated Balance Sheets. As the regulated operations of the Duke Energy Registrants meet the criteria for regulatory accounting treatment, the majority
of the derivative contracts entered into by the regulated operations are not designated as hedges since gains and losses on such contracts are deferred as
regulatery liabilities and assets, respectively. Thus there is no immediate earnings impact associated with changes in fair values ot such derivative contracts,

Far derivative instruments that qualify and are designated as cash flow hedges, the effective portion of the gain or loss is reported as a component of
Accumulated Other Comprehensive [ncome (AOCI) and reclassified into earnings in the same period or periods during which the hedged transaction affects
earnings. Any gains or losses on the derivative that represent either hedge ineffectiveness or hedge components excluded from the assessment of
effectiveness are recognized in current eamings. For derivative instruments that qualify and are designated as a fair value hedge, the gain or loss on the
derivative as well as the offsetting loss or guin on the hedged item are recognized in earnings in the current period. Any gains or losses on the derivative are
included in the same line item as the offsetting Loss or gain on the hedged item in the Condensed Consolidated Statements of Operations for Duke Energy,
of in the Condensed Consolidated Statements of Comprehensive Income for Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana.

Information presented in the tables below primarily relates to Duke Energy and Duke Energy Ohio. Separate disclosures for Duke Energy Carolinas
and Duke Energy Indiana are not always presented as regulatory accounting treatment is applied to substantially all of their derivative instruments.

Commodity Price Risk

The Duke Energy Registrants are exposed to the impact of market changes in the future prices of electricity (energy, capacity and financial
transmission rights}, coal, natural gas and emission allowances (SO 3, seasonal NOx and annual NQy) 25 a result of their enerpy operations such as
electricity generation and the transportation: and sale of natural gas. With respect to commedity price risks associated with electricity generation, the Duke
Energy Repistrants are exposed to changes including, but not limited to, the cost of the coal and natural gas used to generate electricity, the prices of
electricity in wholesale markets, the cost of capacity and electricity purchased for resale in wholesale markets and the cost of emission allowances primarily
at the Duke Energy Registrants’ coal fired power plants. Risks associated with commodity price changes on future operations are closely monitored and,
where appropriate, various commedity contracts are used to mitigate the effect of such fluctuations on operations, Exposure to commodity price risk is
influenced by a number of factors, including, but not limited to, the term of the contract, the Liquidity of the market and delivery location.

Commodity Fair Value Hedges. At March 31, 2012, there were no open commodity derivative instruments that were designated as fair value hedges.
Commaodity Cash Flow Hedges. At March 31, 2012, there were no open commodity derivative instraments that were designated as cash flow hedges.

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

Duke Energy Carolinas uses derivative contracts as economic hedges to manage the market risk exposures that arise from electricity generation. As of
March 31, 2012, Duke Energy Carolinas does not have any undesignated commodity derivatives.

Duke Energy Ohio uses derivative contracts as economic hedges to manage the market risk exposures that arise from providing electricity generation
and capacity to large energy customers, encrgy aggregators, retail customers and other wholesale companies. Undesignated contracts at March 31, 2012 are
primanty associated with forward sales and purchases of power, coal and emission allowances, for the Commercial Power segment.

Duke Energy Indiana uses derivative contracts as economic hedges to manage the market risk exposures that arise from electricity generation,
Undesignated contracts at March 31, 2012 are primarily associated with forward purchases and sales of power, financial transmission rights and emission
allowances.

Interest Rate Risk

The Duke Energy Registrants are exposed to risk resulting from changes in interest rates as a result of their issuance or anticipated issuance of
variable and fixed—rate debt and commercial paper. Interest rate exposure is managed by limiting variable—rate exposures to a percentage of total debt and
by monitoring the effects of market changes in interest rates. To manage risk associated with changes in interest rates, the Duke Energy Registrants may
enter into firancial contracts; primarily interest rate swaps and U.S. Treasury lock agreements, Additionally, in anticipation of certain fixed—rate debt
issuances, a series of forward starting interest rate swaps may be executed to lock in components of the market interest rates at the time and tem}mated prior
to or upon the issuance of the corresponding debt. When these transactions oceur within a business that meets the criteria for regulatory accounting
treatment, these contracts may be treated as undesignated and any pre—tax gain or loss recegnized from inception to
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termination of the hedges would be recorded as a regulatory Hability or asset and amortized as a compenent of interest expense over the life of the debt.
Alternatively, these derivatives may be designated as hedges whereby, any pre—tax gain or loss recognized from inception to termination of the hedges

would be recorded in AQCI and amertized a3 a component of interest expense over the life of the debt.

The foilowing table shows the notional amounts for derivatives related to interest rate risk at March 31, 2012 and December 31, 2011.

Notional Amounts of Derivative Instruments Related to Interest Rate Risk

(in millions) @ Duke Energy
Cash Flow Hedges $ 841
Undesiznated Contracts 245
Fair Value Hedges 275

Total Motional Amount at March 31, 2012 £ 1,361
(it millions) @ Duke Energy
Cash Flow Hedpes 5 241
Undesignated Contracts 247
Fair Value Hedges . 275

Total National Amount at December 31, 2011 $ 1,363

Duke Energy
—Caralinas

% —_

25

3 25

Duke Energy
—Carnlinas

by —

25

b 25

Duke Energy Duke Energy
—Ohin —Indiana__
] — 3 —
27 200
250 —
8 277 b 200
Duke Emergy Duke Energy
_thﬂ_._. --nlnma—.
§ — b —
27 200
230 —
$ 277 5 200

(a) [ncludes amounts related to non—recourse variable rate long—term debt of VIEs of $466 million at both March 31, 2012 and at December 31, 2011,

Volumes of Commodity Derivatives

The following tables show information relating to the volume of Duke Energy and Duke Energy Ohio’s commodity derivative activity outstanding as
of March 31, 2012 end December 31, 2011. Amounts disclosed represent the notional volumes of commodities contracts accounted for at fair value, For
option tontracts, notional amounts include only the delta—equivalent volumes which represent the noticnal yolumes fimes the probability of exercising the
option based on current price volatility. Volumes associated with contracts qualifying for the NPNS exception have been excluded from the table below,
Amounts disclased represent the absolute value of notional amownts. Duke Energy and Duke Energy Ohio have netted contractual amounts where offsetting
purchase and sale contracts exist with identical delivery locations and times of delivery. Where all commodity positions are perfectly offset, no quantifies
are shown below. For additional information on notional dollar amounts of debt subject to derivative contracts accounted for at fair value, see “Interest Rate

Risk™ section above.

Underlying Notional Amounts for Commedity Derivative Instruments Accounted for At Fair Value

Commodity COpgracts .
Electricity—energy (Glgawatt—hours)( !
Emission Allowances: WOx (thousands of tons)
Matural gas {millions of decatherms)

Commodity contragls .
Electricity—energy (Gigawatt—hcurs)( !
Emission Allowances: NOx (thousands of tons)
Natural gas (milliens of decatherms)

¢{a) Amounts at Duke Energy Ohio include intercompany positions that are eliminated at Duke Energy.

a4

Duke Energy
_Obje
March 31, 2012

18,476 9.985
4 4

38 30

Duke Energy

Duke Energy wOhlo

14,118 14,635

9 9
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The following table shows fair value amounts of derivative contracts as of March 31, 2012 and December 31, 2011, and the line item(s) in the

Condensed Consolidated Balance Sheets in which such amounts are included. The fair values of derivative contracts are presented on a gross basis, even
when the derivative instruments are subject to master netting arrangements where Duke Energy nets the fair value of derivative contracts subject to master
netting arrangements with the same counterparty on the Condensed Consolidated Balance Sheets. Cash collateral payables and receivables agsociated with

the derivative contracts bave not been netted against the fair value amounts.

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

Balance Sheet Location

Derivatives Designated as Hedging Instruments
nterest rate contragty

Current Assets: Other

Investments and Other Assets; Other

Current Liabilities: Other

Deferred Credits and Other Liabilities: Other

Total Derivatives Designated as Hedging Instruments

Derivatives Not Designated as Hedging Instruments
Commodity contracts

Current Assets: Other

Investments and Other Assets: Other

Current Liahilities: Other

Deferred Credits and Other Liabilities: Other

Interest mic contracts
Current Liabilities: Cther @
Deferred Credits and Other Liabilities: Other

Total Derivatives Not Designated as Hedging Instruments

Total Derivatives

~lhuke Energy

Assel

8206
22
4

n

$264

$271

March 31,2012

(in millions)

11
61

72

138

55
102

2
53

350

422

$225
19

3

31

$278

f284

Lianili

Pl

148
1
15
53

1
[
224

224

(a} Amount at Duke Energy includes 546 million related to interest rate swaps at Duke Energy Indiana which receive regulatory accounting treatment.
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DUKE ENERGY CORPORATION — DUKE ENERGY CAROLINAS, LLC — DUKE ENERGY OHIQ, INC. ~
DUKE ENERGY INDIANA, INC.
Combined Notes To Unaudited Condensed Consolidated Financial Statements — {(Continued)

—DukeEnergy _
December 31, 2011
A Lizhili A ik

(in millions)

Ralance Sheet Location
Derivatives Designated as Hedging Instruments

Current Assets: Other 5 4 $

— § 3 5 —
Investments and Other Assets; Other : 2 — 2 —
Current Eiabilities; Qther — 11 _ —
Deferred Credits and Other Liabilities: Other 76 —
Total Derivatives Designated as Hedging Instruments 3 6 $ BT £ s $ —
Derivatives Not Designated as Hedging Instcuments
Commodity contracts
Current Assets: Other $ 81 $ 3l 5 79 $ 39
Investments and Other Assets: Other 35 17 29 18
Current Liahilities: Other 136 168 136 146
Deferred Credits and Other Liabilities: Other 25 03 2 33

terest rat . .

Current Liabilities: QOther @ 2 — 1
BDeferred Credits and Other Liabilities: Other — 75 — g
Total Drerivatives Not Designated as Hedging Instruments 8277 § 38 $266 $ 245
Total Derivatives 5283  § 473 $271  § 245

(a)  Amounts at Duke Energy include $67 million related to interest rate swaps at Duke Energy Indiana which receive regulatory accounting treatment.

The following table shows the amount of the gains and losses recognized on derivative instruments designated and qualifying as cash flow hedges by
type of detivative contract during the three months ended March 31, 2012 and 2011, and the Condensed Consolidated Statements of Operations line items in

which such gains and losses are included for Duke Energy, and the Condensed Consolidated Statements of Comprehensive Income line items in which such
gains and losses are included for Duke Energy Chio.

Cash Flow Hedges—Location and Amount of Pre—Tax Gains {(Losses) Recognized in Comprehensive Income

Three Months Ended

L

(in milliens)

Duke Energy

Amount of Pre—tax Gains Recorded in AQCI

Interest rate contracts $18 513

Total Pre—tax Gains Recorded in AOCT : $18 $3

Location of Pre—tax Losses Reclassified from AOCI into Earnings™

Interest expense ‘ . - $ (1) 51
Total Pre—tax Losses Reclassified from AOCI inte Earnings . : § 8 (1)

(2)  Represents the gains and losses on cash flow hedges previously recorded in AOCI during the term of the hedging relationship and reclassified into
earnings during the current period.
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DUKE ENERGY INDIANA, INC.
Combined Notes To Unaudited Condensed Consolidated Financial Statements — (Continued)

There were no gains and losses on cash flow hedges recorded or reclassified at Duke Energy Chio for the three months ended March 31, 2012 and
2011, respectively. There was no hedge ineffectiveness during the three months ended March 31, 2012 and 2011, and no gains or losses have been excluded
from the assessment of hedge effectiveness during the same periods for all Duke Energy Registrants.

Duke Energy, At Marc_:h 73 1,2012, 5102 r_nillion of pre—tax deferred net losses on derivative instruments related to interest rate cash flow hedges
remains in AQCI and a $7 million pre—tax loss is expected to be recognized in earnings during the next 12 months as the hedged transactions occur.

Duke Energy Ohio, At March 31, 2012, there were no pre—tax deferred net gains or losses on derivative instruments related to cash flow hedges
remaining in AOCL

The following table shows the amount of the pre—tax gains and losses recognized on undesignated contracts by type of derivative instrument during
the three months ended March 31, 2012 and 2011, and the line item(s) in the Condensed Consolidated Statements of Comprehensive Income in which such
gains and losses are included or deferred on the Condensed Consolidated Balance Sheets as regulatory assets or liabilities.

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

M— mﬂm‘
Three Months Ended
Moarch 31
2012 PR 2012 201

{in millions)

Location of Pre—Tax Gains and (Losses) Recognized in Earnings
Commeodity centracts

Revenue, non-regulated electric, natural gas and other $ 36 $(13) 5N § ®
Fuel used in electric generation and purchased power — non—regulated — (1) — (L)

Total Pre—tax (Losses) Gains Recognized in Earnings™ $36  $(14) $71 % (D

Location of Pre—Tax Gains and (Losses} Recognized as Regulatory Assets or Liabilities
i tract:

Regulatory Asset a1y 3= 2 55—

Regulatory Liability 5 —

Interest rate contracts ‘

Regulatory Asset . 22 —_ 1 —

Regulatory Liability — 12 — _

Total Pre—tax Gains (Lossesy Recognized as Regulatory Assets or Liabilities § 26 $ 1 5 (1 5—

(a)  Amounts include Duke Energy Ohio intercompany positions that are eliminated at Duke Energy.

Credit Risk

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

The following table shows information with respect to derivative contracts that are in a net liability position and contain objective credit—risk related
payment provisions. The amounts disclosed in the table below represent the aggregate fair value amounts of such derivative instruments at the end of the
reparting period, the aggregate fair value of assets that are already posted as collateral under such derivative instruments at the end of the reporting pericd,
and the aggregate fair value of additional assets that would be required to be transferred in the event that credit—risk—related contingent features were
triggered at March 31, 2012 and December 31, 201 1.
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Combined Notes To Unaudited Condensed Consclidated Financial Statements - (Continued)

Information Regarding Derivative Instruments that Contain Credit—risk Related Contingent Features

Duke Energy
March 31, 2012
(in millions)
Aggregate Fair Value Amounts of Derivative Instruments in a Net Liability Position 5 203 3 i}
Caollateral Already Posted ) 3 57 $ 43
Additional Cash Collateral or Letters of Credit in the Event Credit—risk—related
Contingent Features were Triggered at the End of the Reparting Period $ 11 5 11
December 30, 2011
(in miltipns)
Aggregate Fair Value Amounts of Derivative Instruments in & Net Liability Position $ 96 $ %4
Collateral Already Posted 3 36 ¥ 35
Additional Cash Collateral or Letters of Credit in the Event Credit—risk—related
Contingent Features were Triggered at the End of the Reporting Pericd . ¥ 5 b 3

Netting of Cash Collateral and Derivative Assets and Liabilities Under Master Netting Arrangements. In accerdance with applicable
accounting rules, Duke Energy and Duke Energy Ohia have elected to offset fair value amounts {or atnounts that approximate fair value) recognized on
their Condensed Consolidated Balance Sheets relatad to cash collateral amounts receivable or payable against fair value amounts recognized for derivative
instruments executed with the same counterparty under the same master netting zgreement. The amounts disclosed in the table below represent the
receivables related to the right to reclaim cash collateral and payables related to the obligation to retura cash collateral under master netting arrangements as
af March 31, 2012 and December 31, 2011. See Note 9 for additional infarmation on fair value disclosures related to derivatives.

Information Regarding Cash Collateral under Master Netting Arrangements

Duke Energy Duke Enerey Obio
March 31, 2012
{in millions)

Receivables Payables Receivables Fayables
Amounts offset against net derivativs positions on the Condensed Consolidated
Balance Sheets s 21 5 — 3 21 § —
Amounts not offset against net derivative positions on the Condensed Consolidated
Balance Sheets $ 38 | J— s 23 § -

December 31, 2011
{in millions)

. Receivahles Eoyables
Amounts offset against net derivative positions on the Condensed Consolidated
Balance Sheets : . $ 10 $ — S 9 3} —
Amounts not offset against net derivative positions on the Condensed Conselidated
Balance Sheets ' $ 30 5 — $ 23 '+ —

9, Fair Value of Financial Assets and Liabilities

Under existing accounting guidance, fair value is considered to be the exchange price in an orderly transaction between market partigipants to sell an
asset or transfer a liability at the measurement date, The fair value definition focuses on an exit price, which is thp price that would'bevr;cewed to sell an
asset or paid ta transfer & liability versus an entry price, which would be the price paid to acquire an asset of received to assume a liability.

The Duke Energy Registrants classify recurring and non—recurring fair value measurements based on the foilowing fair value hierarchy, as preseribed
by the accounting guidance for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels:

Level 1—unadjusted quoted prices in active markets for identical assets or Habilities that Duke Energy has the ability to access. An a_ctive m;xrket for
the asset ot 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 inputs other than a quoted market price that are observable, either directly or indirectly, for the asset or
liability. Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in an active market, quoted prices for identical ar
similar assets or liabilities in markets that are not active and inputs other than quoted market prices that are observable for the asset or liability, such
as inferest rate curves and yield curves observable at commonly quoted intervals, volatilities, credit risk and default rates. A Level 2 measurement
cannot have more than an insignificant portion of the valuation based on unobservable inputs.

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

The fair value accounting guidance for financial instruments permits entities to elect to measure many financial instruments and certain other items at
fair value that are not required to be accounted for at fair value under other GAAP. There are no financial assets or financial liabilities that are not required
ta be accounted for at fair value under GAAP for which the option to record at fair value has been elected by the Duke Energy Registrants. However, in the
future, the Duke Energy Registrants may elect to measure centain financial instruments at fair value in accordance with this accounting guidance. The Duke
Energy Registrant’s Policy for the recognition of transfers between levels of the fair value hierarchy is to recognize the transfer at the end of the perind,

Valuation methods of the primary fair vaiue measurements disclosed belaw are as follows:

Investments in equity securities. Investments in eguity securities are typicaily valued at the closing price in the principal active market as of the last
business day of the quarter. Principal active markets for equity prices include published exchanges such as NASDAQ and NYSE. Foreign equlity prices are
transiated from their trading currency using the currency exchange rate in effect at the close of the principal active market. Prices have not been adjusted to
reflect for after—hours market activity. The majority of investments in equity securities are valued using Level | measurements. For certain investments
which are valued on a ‘Net Asset Value®, when the Company does nat have the ability to redeem the investment or does not have the ability to redeem the
jnvestment in the near term at net asset value per share (or its equivalent), the fair value measurement of the investment is categorized as Level 3,

[nvestments in available—for—sale auction rate securities. Duke Energy held $88 million par value ($72 million carrying value) and 589 millien
par value ($7 1 million carrying value} as of March 31, 2012, and December 31, 2011, respectively of auction rate securities for which an active market does
not currently exist. During the three months ended March 31, 2012, an insignificant amount of these investments in auction rate securities were redeemed at
full par valie plus acerued interest. Duke Energy Carolinas held $16 million par vatue {$12 miltion carrying value) of these auction rate securities at both
March 31, 2012, and December 31, 2011, All of these anction rate securities are student loan securities for which approximately 95% of the par value is
ultimately backed by the U.S. government, Approximately 55% of the par value of these securities 1s AAA rated. As of March 31, 2012 and December 31,
2011, all of these auction rate securities are classified as long—term investments and are valued using Level 3 measurements, The methods and significant
assumptions used to determine the fair values of the investment in auction rate debt securities represent estimations of fair value using internai discounted
cash flow models which incorporate primarily management’s own assumptions as to the term over which such investments will be recovered at par (ranging
fram zero to 17 years), the current level of interest rates (less than 0.4%), and the appropriate risk—adjusted discount rates (up to 6.2% reflecting a tenor of
up to 17 years). In preparing the valuations, all significant value drivers were considered, including the underlying collateral (primarily evaloated on the
basis of ¢redit ratings, parity ratios and the percentage of loans backed by the U.S. government). Auction rate securities which are classified as Short—term
investments are valued using Level 2 measurements, as they are valued at par based on 2 commitment by the issuer to redeem at par value. There were no
auction rate securities classified as Short—term investments as of March 31, 2012 or December 31, 2011.

There were no other—than—temporary impairments associated with investments in auction rate debt securities during the three months ended
March 31, 2012 or 201 L.

Investments in debt securities. Most debt investments (including those held in the Nuclear Decommissioning Trust Funds {NDTF)) are valued based
on a caleulation using interest rate curves and credit spreads applied to the terms of the debt instrument (maturity and coupon interest rate) and consider the
counterparty credit rating. Most debt valuations are Level 2 measuretments. If the market for a particular fixed income security is relatively inactive or
iitiquid, the measurement is a Level 3 measurement. U.S. Treasury debt is typically a Level 1 measurement. For certain investments that are valued on a net
asset value basis, when Duke Energy does not have the ability to redeem the investment in the near term at net asset value per share (or its equivalent), or
the net asset value 1s not available as of the measurement date, the fair value measurement of the investment is categorized as Level 3.

Commodity derivatives. The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and is adjusted
for liquidity (bid—ask spread), credit or non-performance risk (after reflecting credit enhancements such as collatera)) and discounted to present value. The
primary difference between a Level 2 and a Level 3 measurement has to do with the level of activity in forward markets for the commodity. If the market is
relatively inactive, the measurement is deemed to be a Level 3 measurement. Some commodity derivatives are NYMEX and ICE cortracts, which are
classified as Level | measurements.
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Duke Energy

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy’s Condensed Consclidated
Balance Sheets at fair value at March 31, 2012 and December 31, 2011 1. Derivative amounts in the table below exclude cash cellateral amounts which are

disclosed in Note 8. See Note 10 for additional information related to investments by major security type.

Total Fair
Yalue

Amounts at

March 31,

Investments in available—for—sale auction rate securities{a} § 72
Nuclear decommissioning trust fund equity securities 1,518
Nuclear decommissioning trust fund debt securities ® 729
Other long-term trading and available—for—sale equfg securities 80
Other trading anqbﬁvailablcﬂfor—sale debt securities 490
Derivative assets 97
Total Assets @ 5 2986
Derivative labilities (248)
Net Assets $ 2,738

(a)  Included in Other within Investments and Other Assets on the Condensed Consclidated Balance Sheets.

leveld  LevelZ  Leveld

(in millions)

$ — 5§ — 5 72
1451 47 10
93 538 46
72 R —
57 433 —
86 7 4
$1,771 $1,083 5132
© 78 {124) 46}
$1,693 § 959 5 86

(b) Included in Other within Current Assets and Other within Investments and Other Assets on the Condensed Conselidated Balance Sheet,
{c}  Included in Other within Investments and (ther Assets and Short—term Investments on the Condensed Consclidated Balance Sheets.
(@) Included in Other within Current Liabilities ard Other within Deferred Credits and Other Liabilities on the Condensed Consolidated Balance Sheets.

Total Fair
Value
Amount

December 31,

Tovestments in available—for—sale auction rate securities b 71

Nuclear decommissioning trust fund equity securities 1,337

Nuclear decommissioning trust fund debt securities C® . . 723

Other [ong-term trading and available—for—sale equtlct;/ securities 68

Other trading auqbgvai lable—~for—sale debt securities 382

Derivative assets 74

Total Assets @ $ 2,655
Derivative liabilities ‘ (264)

Net Assets 3 2,391

(a} Included in Other within Investments and Other Assets on the Condensed Consolidated Balance Sheets.

{in milliens)

§ — 5 — £ 71
1,285 46 &
109 567 47
61 7 e
22 360
43 6 25
$1,520 f 984 § 149
(36) (164) . (64)
F1.484 § 822 $ 85

(b) Included in Other within Current Assets and Other within Investments and Other Assets on the Condensed Consolidated Balance Sheet,
(¢} Included in Other within Investments and Other Assets and Short—term Investments on the Cendensed Consolidated Balance Sheets.
{d) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Condensed Consolidated Balance Sheets.
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The following 1able provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring basis

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

Rollforward of Level 3 Measurements

Available—for—
Sale
Auction Rate

Three Months Ended March 31, 2012
Balance at January 1, 2012 ‘ 5 71
Total pre—tax realized ar unrealized losses included in earnings:
Regulated electric )
Revenue, non—regulated electric, natural gas, and other
Total pre—tax gains included in other comprehensive income: .
(Gains on available for sale securities and other ‘ 1
Purchases, sales, issuances and settlements:
Purchases ]
Settlements
Total gains included on the Condensed Conselidated Balance Sheet as
regulatory asset or liability :

Balance at March 31, 2012 § 72

"Three Months Eaded March 31, 2011
Balance at January 1, 2011 ) , $ 118
Total pre—tax realized or unrealized gains {losses) included in earnings:
Revenue, non—regulated electrzc, natural gas, and other
Total pre—tax gains included in other cormprehensive incoeme:

Gains on available for sale securities and other . [
Purchases, sales, lssuances and settlements:

Purchases —

Sales —

Settlements 2)

Total gains included on the Condensed Consolidated Balance Sheet as
regulatory asset or liability . —

Balance at March 31, 2011 g 122

51

Available—for—

Sale
NDTF
—lnvestmenss
$ 53

2

1
5 56
§ 47

1

(2)

2

3 43

Derivatives
$ 39
8
2)
&)
] (42)
b {19y
(8)
_3
$ (29

3 85

)
2
9

$ 86

3146
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Duke Energy Carolinas

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy Carclinas’ Condensed
Consolidated Balance Sheets at fair value at March 31, 2012 and December 31, 2011. Amounts presented in the tables below exchude cash collateral

amounts. See Note 10 for additional information related to investments by major security type.

ot
Investments in available—for—sale auction rate securitiesm
Nuclear decommissioning trust fund equity securities
Nuclear decommégjsioning trust fund debt securities
Derivative assets

Total assets

Total Fair

Value
Amounts at
March 31,

$ 12
1,518
729

§ 2260

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

(b Included in Other within Current Assets and Other within Investments and Other Assets on the Condensed Consolidated Balance Sheets.

. . . P
Investments in available—for—sale auction rate securities

Muclear decommissioning trust fund equity securities
Nuclear decommjgsioning trust fund debt securities
Derivative assets

Total assets

Total Fair
Value

Amounts at
December 31,
R (1§ S

1,337
723

$ 2,073

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

(b) Included in Other within Current Assets and Other within Investments and Other Assets on the Condensed Consolidated Balance Sheets,

52

Level2  Leveld

(in millions)

R

1,461 47
95 588
1

$1,556 5 636

Levell  Levall

(in millicns)
§ — $ —
1,285 46
109 567

— i

$1,394 § al4

$ 12
10
46
5 68
Lexeld
§ 12
6
47
$ &3
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The following table provides a reconciliation of beginning and ending balances of assets measured at fair value on a recurring basis where the

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

Three Months Ended March 31, 2012
Balance at January 1, 2012 )
Purchases, sales, issuances and settlements:
Purchases

Total gains included on the Condensed Consolidated Balance Sheet as regulatory asset
ot lability

Balance at March 31, 2012

Three Months Ended March 31, 2011
Balance at January 1, 2011
Purchases, sales, issuances and settlements:
Purchases
Sales

Total gains included on the Condensed Consolidated Balance Sheet as regulatory asset or
liability

Balance at March 31, 2011

Duke Energy Ghio

Available—for—
Sale
Auction Rate

§ 12
5 12
Available—for—
Sale

Auction Rate

Available—for—
Sale
NDTF
—lnvestments

(in millions)

$ 53
2
1

b 56

Available—for—

Sale
NDTF

{in millions)

5 47

| 1
@

2

3 48

$ 65

$ 68

3 60

The following tables provide the fuir value measurement amounts for assets and liabilities recorded on Duke Energy Ohio’s Condensed Consplidated
Balance Sheets at fair value at March 31, 2012 and December 31, 201 1. Amounts presented in the tables below exclude cash ¢ollateral amounts which are

disclosed separately in Note 8.

Descuption
Derivative assets @
Derivative liabilities

Met Assets

{(a) Included in Other within Current Assets and Other within Investments and Other Assets on the Condensed Consolidated Balance Sheets.

Total Fair

Value
Amoonots al
March 31,

$ 10
1)

b3 )]

(in millions)

$ 86 § 6
21 0!

63 3 M

$ 9
S
G

(b) Ipcluded in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Condensed Consolidated Balance Sheets.
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Total Fair
Yalue
Amounts at
December 31,

Levell —  Leveiz —  Lagweld

{in millions}
Derivative assets ® k] 56 $ 42 § 5 g 9
Drerivative liabilities (36) (1N (&) (12)
Wet Assets (Liabilities) 3 26 $ 32 M T M

(a)  Included in Qther within Current Assets and Other within Investments and Other Assets on the Condensed Consolidated Balance Sheets.
(t) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Condensed Consolidated Balance Sheets.

The following table provides a reconciliation of beginning and ending balances of assets measured at fair value oo a recurring basis where the
determination of fair value includes significant unobservable inputs (Level 3):

Rollforward of Level 3 Measurements

Derivatives
Three Months Ended March 31, 2012 .
Balance at January 1, 2012 $ 3)
Total gains included on the Condensed Consolidated Balance Sheet as regulatoty asset ar liability or as non—current Hability n
Balance at March 31, 2012 3 ()

Pre—tax amounts included in the Condensed Consolidated Statements of Comprehensive Income related to Level 3 measurements
outstanding at March 31, 2012;

Revenue, non—regu]ated electric and other 7 5 1
Fuel used in electric generation and purchased power — non—regulated —

Total 5 1

Three Months Ended March 31, 2011

Balance at January L, 2011 3 13
Total pre—tax realized or unrealized gains (losses) included in earnings:
Revenue, non—regulated electric and other 4
Purchases, sales, issuances and settlements:
Settlements h
Total gains incleded on the Condensed Consolidated Balance Sheet as regulatory asset or liability or as non—current liability
Balance at March 31, 2011 $ 17

Pre—tax amounts included in the Condensed Consolidated Statements of Comprehensive Income related to Level 3 measurements
outstanding at March 31, 2011

Revenue, non— regulated electric and cther 3 4
Fuel used in electric generation and purchased power—non—regulated -

Total g 4
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Duke Energy Indiana
The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy Indiana’s Condensed

Consolidated Balance Sheets at fair value at March 31, 2012 and December 31, 2011. Amounts presented in the tables below exclude cash collateral
amounts. See Note 10 for additional information related to investments by major security type.

Total Fair
Value
Amounts at
March 31,
Levell Level2 Leveld
(in millions)
Description ) W
Available—for-sale equity securities b 52 $ 352 § — § —
Availab]e—for—sa([ﬁ debt securities 28 — 28 —
Derivative assets 3 —_ 3
Total Assets ' 83 52 28 3
Derivative liabilities (48) (1 (47) -
Net Assets 3 35 $ 5 $ (19 § 3

(a) Included in Other within Investments and Other Assets on the Condensed Consolidatad Balance Sheets.
(b} Included in Other within Current Assets on the Condensed Consolidated Balance Sheets. )
(c} Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Condensed Consolidated Balance Sheets.

Tatal Fair
Value
Amounts at
December 31,
LevelZ Leveld
{in millions)
Description @
Available—for—sale equity securiti 5 46 § 46 $ — 3 —
Avai]able—for—sa(L? debt securities 28 — 28 —
Derivative assets 4 _— — 4
Total Assets ® ‘ . 78 46 28 4
Derivative liabilities (69) (L (68) —
Net Assets 3 9 $ 45 £ 4m 5 4

(a) Included in Other within Investments and Other Assets on the Condensed Consolidated Balance Sheets.
(b) Included in Other within Current Asscts on the Condensed Conselidated Balance Sheets. .
(¢} Included in Other within Current Liabilitics and Other within Deferred Credits and Other Liabilities on the Condensed Consolidated Balance Sheets.
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The following table provides a reconciliation of beginning and ending balances of assets measured at fair value on a recurring basis where the
determination of fair value includes significant unobservable inputs (Level 3);

Rollforward of Level 3 measuremernts

Derivatives
—f{net)
{in millions)
Three Months Ended March 31, 2012
Balance at January 1, 2012 $ 4
Total pre—tax realized or unrealized gains (losses) included in carnings:
Regulated electric 8
Purchases, sales, issuances and settiements:
Settlements (1,
Total gains included on the Condensed Consolidated Balance Sheet as regulatory asset or liability 1
Balance at March 31, 2012 $ 3
Derivatives
{in maillicns)
Three Months Ended March 31, 2011 ’
Balance at January 1, 2011 . $ 4
Purchases, sales, issuances and settlements .
Settlements (03]
Total losses included on the Condensed Consolidated Balance Sheet as regulatory asset or liability (1)
Balance at March 31, 2011 5 l

Additional Fair Value Disclosures—Long—term debt: The fair value of long—term debt 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 March 31, 2012 and December 31, 2011 are
not necessarily indicative of the amaunts the Duke Energy Registrants could have settled in current markets. The fair value of long—term debt is determined
using Level 2 measurements.

Lonee Jebt includi o

Duke Energy Buke Energy Duke Energy
aDukc Encray I Ohig Indiaoa
Book Fair Boak Fair Book Fair Book Fair
3 Yaluel®?  _Valpe Nolue
(in millions}

March 31, 2012 $20,093  $22,332  $ 8,523 $ 9,703  $2,553  $2,656 $3,707 $4.224
December 31, 2011 20,573 23,053 9,274 10,629 2,355 2,688 3,459 4,048
(@) Includes Non—recourse long-term debt of variable interest entities of $945 million and $949 million at March 31, 2012 and December 31, 2011,

respectively. .
() Includes Non—recourse long—term debt of variable interest entities of $300 million at both March 31, 2012 and December 31, 2011, respectively.

At both March 31, 2012 and December 31, 2011, the fair value of cash and cash equivalents, accounts and notes receivable, accounts payable,
commercial paper and non-recourse notes payable of variable interest entities are not materially different from their carrying amounts because of the
short—term nature of these instruments and/or because the stated rates approXimate market rates.
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10, Investments in Debt and Equity Securities

The Duke Energy Registrants classify their investments in debt and equity securities into two categories — trading and available—for—sale.

Trading Secarities. Investments in debt and equity securities held in grantor trusts associated with certain deferred compensation plans 2nd certzin
other investments are ¢lassified as trading securities and are reported at fair value in the Condensed Consolidated Balance Sheets with net realized and

unrealized gains and losses included in earnings each period. At March 31, 2012 and December 31, 2011, the fair value of these investments was $31
million and $32 million, respectively.

Available for Sale Secarities. All other investments in debt and equity securities are classified as available—for—sale securities, which ate also
reported at fair value on the Condensed Consolidated Balance Sheets with unrealized gains and losses excluded from earnings and reported either as a
regulatory asset or liability, as discussed further below, or as a component of other comprehensive income unti] realized.

Duke Energy’s available—for—sale securities are primarily comprised of investments held in the NDTF at Duke Energy Carolinas, investments in 2
grantor trust at Duke Energy Indiana related to other post-retirement berefit plans as required by the ITURC, Duke Energy captive insurance investment

portfalio, Duke Energy’s foreign operations investment portfolio and investments of Duke Energy and Duke Energy Carolinas in auction rate debt
securities,

The investments within the Duke Energy Carolinas NDTF and the Duke Energy Indiana grantor trust are managed by independent investment
managers with discretion to buy, sefl and invest pursuant ta the objectives set forth by the trust agreements. Therefore, Duke Energy Carolinas and Duke
Energy Indiana have limited oversight of the day-to—day management of these investments. Since day—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 Carolinas
and Duke Energy Indiana. Accordingly, all unrealized gains and losses associated with equity securities within the Duke Energy Carolinas NDTF and the
Duke Energy Indiana grantor trust are considered other—than—temporary and are recognized immediately when the fair value of individual investments is
less than the cost basis of the investment. Pursuant to regulatory accounting, substantially all unrealized losses associated with investmeats in debt and
equity securities within the Duke Energy Carolinas NDTF and the Duke Energy Indiana grantor trust are deferred as a regulatory asset or liability. As a
result there is no immediate impact on the earnings of Duke Energy Carolinas and Duke Energy Indiana,

For investments in debt and equity securities held in the captive insusance investment portfolio, Duke Energy’s foreign operations investment
portfolio and investments in auction rate debt securities, unrealized gains and losses are included in other comprehensive income until realized, unless it is
determined that the carrying value of an investment is other—than—temporarily impaired. If so, the write~down to fair value may be included in earnings
based on the criteria discussed below.

For available—for—sale securities outside of the Duke Energy Carolinas NDTF and the Duke Energy Indiana grantor trust, which are discussed
separately above, Duke Energy analyzes all investment holdings each reporting peried to determine whether a decline in fair value should be considered
other—than—temporary. Criteria used to evaluate whether an impairment associated with equity securities is other—than—temporary includes, but is not
limited to, the length of 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 investment and management’s intent and ability to retain its investment in the issuer for a period of time sufficient to allow for any anticipated

recovery in market value. If a decline in fair value is determined to be other—than-temporary, the investment is written down to its fair value through a
charge to earnings.

With respect to investments in debt securities, under the accounting guidance for other—than—temporary impairment, if the entity does not have an
intent o 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 recerded as a component of other comprehensive itcome, 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 ¢ost basis, changes in the firancial condition of the 1ssuer of the security, or in the case of an asset backed security, the
financial condition of tke underlying loan obligots, 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 the security by rating agencies. If it is determined
that a credic loss exists, the amount of impairment write—down to fair value would be split between the credit loss, which would be recognized in edrmings,
and the amount attributable to all other factors, which would be recognized in other comprehensive income. Management believes, based on consideration
of the criteria above, that no credit loss exists as of March 31, 2012 and December 31, 201 1. Management does not have the intent to sell such investments
in auction rate debt securities and the investments in debt securities within its captive insurance investment portfolio and forcign operations investment
portfolio, and it is not morz likely than not that management will be required to sell these securities before the anticipated recovery of their cost basis.
Therefore, management has concluded that there were no other—than—temporary impaicments necessary as of March 31, 2012 and December 31, 2011,
Accordingly, all changes in the market value of investments in auction rate debt securities and captive insurance investments were reflected as a component
of cther comprehensive income in 2012 and 2011,

See Note 9 for additional information related to fair value measurements for investments in auction rate debt securities.

Short—term and Long—term investments. Investments in debt and equity securities are classi_ﬁcd‘as_ eit_h[:r short—term investments or long—term
investments based on management’s intent and ability to sell these securities, taking into consideration illiquidity factors in the current markets.

Duke Energy holds cotporate debt securities which were purchased using excess cash from its foreign operations. These investments are classified as
Short—term Investments on the balance sheet and are available for current operations of Duke Energy’s foreign business. Duke Energy held short—term
investments with a fair value of $238 million as of March 31, 2012 and $190 million as of December 31, 2011.

Duke Energy classifies its investments in debt and equity securities held in the Duke Energy Carolinas NDTF (see Note 9 for further information), the
Duke Energy Indiana grantor trust and the captive insurance investment portfolio as long—term. Additionally, Duke Energy has classﬁe_d £72 million
carrying value ($88 million par value) and $71 million carrying value (389 million par value) of investments in auction rate debt securities as long—term at
March 31, 2012 and December 31, 2011, respectively, due to market

57



PART

DUKE ENERGY CORPORATION — DUKE ENERGY CARQLINAS, LLC - DUKE ENERGY QHIO, INC. —
DUKE ENERGY INDIANA, INC.
Combined Notes To Unaudited Condensed Consolidated Financial Statements — {Continted)

illiguidity factors as a result of continued failed auctions. All of these mvestments are classified as available—for—sale and, therafore, are reflected on the
Condensed Consolidated Balance Sheets at estimated fair value based on either quoted market prices or management’s best estimate of fair value based on

expected future cash flow using appropriate risk—adjusted discount rates. Since managerment does not intend to use these investments in current operations,
these investments are classified as long—term.

The cstimated fair values of short—term and long—term investments for Duke Energy, Duke Energy Carolinas and Duke Energy Indiana are as
follows:

March 31, 2012 December 31, 2011
Gross Gross Gross Gross
Unrealized Unrealized Unrealized Unrealized Estimated
Holding Holding Estimated Halding Holding Fair

{in millions)

Duke Energy Carolinas NDTF:

Equity Securities ' $ 591 $ (M $1,518 3443 % (16 § 1,337
Corporate Debt Securities 8 1) 22 8 (2) 205
Municipal Bonds 2 —_ 51 ‘ 2 - 51
U.S. Government Bonds 11 — 185 16 — 306
Other Debt Securities 4 (1) 171 4 &) 161
Total Duke Enetgy Carolinas NDTF $ 616 3 @ 247 . 8473 5 22y s 2,060
Duke Energy Indiana Grantor Trust: ‘

Equity Securities $ 10 $ — § =2 5503 {1 £ 46
Municipal Bonds — — 28 1 — 28
Total Duke Energy Indiana Grantor Trust $ 10 5 — $ 80 56 % »m s T
Other Investments:

Equity Securities $ 1 8 — s 20 $s— 3 (1 14
Corporate Debt Securities 2 — 299 1 )] 241
Municipal Bonds — — — — — —
U.S. Government Bonds 1 (1) 57 1 — 21
Other Debt Securities 1 — 83 2 — 68
Auction Rate Securities — a7n 72 — an 71
Total Other Investments I 5 § (18 % 531 4 5 (1% 0§ 415
Total Duke Encrgy Investments $ 61 $ 7y 1358 $483 % 4y § 1549

(@)  Atboth March 31, 2012 and December 3!, 2011, $12 million of these securities were held by Duke Energy Carolinas. Gross unrealized holding gains
on these securities held by Duke Energy Carolinas were insignificant at both March 31, 2012 and December 31, 2011. Gross unrealized holding losses
on these securities held by Duke Energy Carolinas were $3 million at both March 31, 2012 and December 31, 2011,

The table below summarizes the maturity date for debt securities heid by Duke Energy, Duke Energy Carolinas, and Duke Energy Indiana.

=] Xear 1-5 Years £-10 Years Thereafter

(in millions)
Duke Energy™ ) $ 168 § 404 3 123 $ 401
Duke Energy Carolinas" § 75 § 150 5 183 s 321
Duke Energy Indiana $ — 3 20 . 3 6 $ 2

(a) Excludes auction rate securities based on the stated maturity date. See Note 9 for information about fair value measurements related to investments in
auction rate debt securities.

The fair values and gross unrealized losses of available—for—sale debt and equity securities which are in an unrealized loss pasition for which
other—than—temporary impairment losses have not been recorded, summerized by investment type and length of time that the secunties have been in a
continuous loss position, are presented in the table below for Duke Energy, Duke Energy Carolinas, and Duke Energy ndiana as of March 31, 2012 and
December 31, 2011.
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Duke Energy Carolinas NDTF:
Equity Securities
Corporate Debt Securities

Municipal Bonds
U.S. Government Bonds
Other Debt Securities

Total Duke Energy Carolinas NDTF

Duke Energy Indiana Grantor Trust:

Equity Securities
Municipal Bonds

Total Indiana Grantor Trust

Other Investments:
Equity Securities
Corporate Debt Secunities
Municipal Bonds

U.5. Gavernment Bonds
Other Debt Securities @
Auction Rate Securities

Total Other Investments

Total Duke Energy Investments

March 31,2012

—December 31,2011

Fair

48
13

36

§224

§ 6
254

31
16
72
$379

$o612

Unrealized
Loss
Position
5 )
b3 (4}
5 J—
$ _
$ —
an
b3 {17}
3 21)

Unrealized
Loss
Pasition Fair
<
{in millions}

5 hH 3111

1) 57
— s
(8] 113

k) (5) $289

5 — $ 38
— 3
$ — $ 1

$ 1) I o4

— 201
— 8

- 71

5 1. 5284
$ () $584

Unrealized

Loss
Positlon

(1)
(0

n
(19

23)

Unrealized
Loss
Position
b (12)
(1}
@
3 (16}
$ o}
] (1)
3 _
5 .
] amn

(@) At both March 31, 2012 and December 31, 2011, $12 million of these securities were held by Puke Energy Carolinas. The gross unrealized losses on
these securities held by Duke Energy Carolinas which were in an unrealized loss position greater than 12 months were §3 million at both March 31,
2012 and December 31, 2011. The gross unrealized losses on these securities held by Duke Energy Carolinas which were in an unrealized loss
position less than 12 months were insignificant at both March 3!, 2012 and December 31, 201 1.
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11, Variable Interest Entities

A VIE is an entity that i3 evaluated for consolidation using more than a simple analysis of voting control. The analysis to determine whether an entity
is a VIE considers contracts with an entity, credit support for an entity, the adequacy of the equity investment of an entity and the relationship of voting
power to the amount of cquity invested in an entity. This analysis is performed either upon the creation of a legal entity or upon the occurrence of an event
requiring reevaluation, such as a significant change in an entity’s assets or activities. If an entity is determined to be a VIE, a qualitative analysis of control
determines the party that consolidates 2 VIE based on what party has the power to direct the most significant activities of the VIE that impact its economic

performance as well as what party has rights to receive benefits or is obligated to absorb losses that are significant to the VIE. The analysis of the party that
conselidates a VIE is a continual reassessment.

CONSOLIDATED VIEs

The table below shows the VIEs that Duke Energy and Duke Energy Carolinas consolidate and how these entities impact Duke Energy’s and Duke

Energy Carelinas’ respective Condensed Consolidated Balance Sheets. None of these eatities is consolidated by Duke Energy Ohio or Duke Energy
[ndiana.

Other than the discussion below related to CRC, no financial support was provided to any of the consolidated VIEs during the three months ended
March 31, 2012 and the year ended December 31, 2011, or is expected to be provided in the future, that was not previously contractually required.

Duke Enerey
Duke Energy
Duke Energy
Receivables
Financing LLC
—(DEREy =~ LCRC  CinCapV  Bepewables  Qther  _Total
{in millions)
At March 31, 2012
VIE Balance Sheets
Cash and Cash Equivalents . % — $ $ 1 % — s — s 1
Restricted Receivables of VIEs 593 499 14 16 2 1,124
Other Current Assets — —_ i 153 8 162
Intangibles, net — — — 12 — 12
Restricted Other Assets of VIEs — — 62 8 59 129
Other Assets —_ — 10 — — 10
Property, Plant and Equipment Cost, VIEs — L — — 942 — 942
Less Accumulated Depreciation and Amortization — —— — {70y — (70}
Other Deferred Debits — — e 24 15
Total Assets 593 499 88 1,085 0 2,335
Accounts Payable —_ — — 1 1 2
Non—Recourse Notes Payable — 275 —_ — — 175
Taxes Accrued . — — —_ 4 — 4
Current Maturities of Long~Term Debt — — 11 49 5 65
Other Current Lizbilities — — 3 24 — 27
Non—Recourse Long—Term Debt 300 — 58 527 60 943
Deferred Income Taxes in — —_ . 161 — 161
Asset Retirement Cbligation — — — 14 — 14
Other Liabilities — — 9 29 — k1.1
Total Liabilities 300 275 31 309 66 1,531
Noncontrolling interests —_ — — — 1 1
Net Diuke Energy Corporation Shareholders’ Equity 5 293 $224 % 7 % 276 %3 3 5 B2
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Duke Engrey
Duke Energy
Dukie Energy
Receivables
Financing LLC
—(DERF} = CBC,  CinCapV  Benewables  Other _Jofal
(in millions)
At December 31, 2011
VIE Balance Sheets
Restricted Receivables of VIEs $ 581 $547 3% 13 8 13 %8 3 81157
Other Current Assets — — 2 124 8 134
Intangibles, net | — — — 12 — 12
Restricted QOther Assets of VIEs — — . 65 10 60 135
Other Assets —_— —_— 14 36 — 50
Property, Plant and Equipment Cost, VIEs — — — 913 — 913
Less Accumulated Depreciation and Amortization — — — {62) — {67)
Qther Deferred Debits — —_ — 24 2 26
. Total Assets 581  §547 94 1,070 73 2,363
Accounts Payable — —_ — 1 1 2
Non-Recourse Notes Payable — 273 —_ —_ —_ 273
Taxes Accrued — — — 3 —_ 3
Current Maturities of Long—Term Debt . — [ 11 49 5 65
Other Current Liabilities —_ — .3 59 — 62
Men—Recourse Long—Term Debt 300 — 60 528 61 949
Deferred Income Taxes — — — 160 — 160
Asset Retirement Obligation .= — — 13 — 13
Other Liabilities — — 13 37 —_ 50
Tatal Liabilities 300 273 87 850 67 1,577
Noncontrolling interests — — — — 1 1
Net Duke Energy Corporation Sharcholders” Equity b 28L §274 % 7 0% 220 % 5 % 787

DERF. Duke Energy Caralinas securitizes certain accounts receivable through DERF, a bankruptcy remate, special purpose subsidiary. DERF isa
wholly owned limited liability company of Duke Energy Carolinas with a separate legal existence from its parent, and its assets are not intended to be
generally available to creditors of Duke Energy Carolinas. As a result of the securitization, on a daily basis Duke Energy Carolinas sells certain accounts
receivable, arising from the sale of electricity and/or related services as part of Duke Energy Carolinas’ franchised electric business, to DERF. In order to
fund its purchases of accounts receivable, DERF has a $300 million secured credit facility with a commercial paper conduit, which expires in August 2013.
Duke Energy Carolinas provides the servicing for the receivahles {collecting and applying the cash to the appropriate receivables). Duke Energy Carolinas’
borrowing under the credit facility is limited to the amount of qualified receivables sold, which has been and is expected to be in excess of the amount
borrowed, which is maintained at $300 million. The debt is classified as long~term since the facility has an expiration date of greater than one year from the
balance sheet date.

The obligations of DERF under the facility are non—recourse to Duke Energy Carolinas. Duke Energy and its subsidiaries have no requirement to
provide liquidity, purchase assets of DERT or guarantee performance. DERF is considered a VIE because the equity capitalization is insufficient to support
its operations. If deficiencies in the net worth of DERF were to occur, those deficiencies would be cured through funding from Duke Energy Carolinas. [n
addition, the most significant activity of DERF relates to the decisions made with respect to the management of delinquent receivables. Since those
decisions are made by Duke Energy Carolinas and any net worth deficiencies of DERF would be cured through funding from Duke Energy Carolinas, Duke
Energy Carolinas consolidates DERF.

CRC. CRC was formed in order to secure low cost financing for Duke Energy Ohio, including Duke Energy Kentucky, and Duke Energy Indiana.
Duke Energy Ohio and Duke Energy Indiana seil ou a revolving basis at a discount, nearly all of their customer accounts receivable and related collections
to CRC. The receivables which are sold are selected in order to avoid any significant concentration of credit risk and exclude delinquent receivables. The
receivables sold are securitized by CRC through a

61



PARTI

DUKE ENERGY CORPORATION — DUKE ENERGY CAROLINAS, LLC - DUKE ENERGY OHIO, INC. -
DUKE ENERGY INDIANA, INC.
Combined Notes To Unaudited Condensed Consolidated Financial Statements — (Continued)

facility managed by two unrelated third parties and the receivables are used as collateral for commercial paper issued by the unrelated third parties. These
loans provide the cash portion of the proceeds paid by CRC to Duke Energy Ohio and Duke Energy Indiana. The proceeds obtained by Duke Energy Ohio
and Duke Energy Indiana from the sales of receivables are cash and a subordinated note from CRC (subordinated retained interest in the sold receivables)
for a portion of the purchase price (typically approximates 25% of the tota! proceeds). The amount borrowed by CRC against these receivahles is
non—recourse to the general credit of Duke Energy, and the associated cash collections from the accounts receivable sold is the sole source of funds to
satisfy the related debt obligation. Borrowing is limnited to approximately 75% of the transferred receivables. Losses on collection in excess of the discount
are first absorbed by the equity of CRC and next by the subordinated retained interests held by Duke Energy Ohio and Duke Energy Indiana. The discount
on the receivables reflects interest expense plus an allowance for bad debts net of a servicing fee charged by Duke Energy Ohio and Duke Encrgy Indiana.
Duke Energy Ohio and Duke Energy Indiana are responsible for the servicing of the receivables (collecting and applying the cash to the appropriate
receivahles). Depending on the experience with collections, additional equity intusiens to CRC may be required to be made by Duke Energy in order to
maintain a minimum equity balance of §3 million. There were no equity infusions to CRC during the three months ended March 31, 2012 or 2011. The
amount borrowed fluctnates based on the amount of receivables sold. The debt is short term because the facility has an expiration date of less than one year
from the balance sheet date. The current expiration date i1s October 2012, CRC is considered a VIE because the equity capitalization is insufficient to
suppaort its operations, the power to direct the most significant activities of the entity are not performed by the equity holder, Cinergy, and deficiencies in the
net worth of CRC are not funded by Cinergy, but by Duke Energy. The most significant activity of CRC relates to the decisions made with respect to the
management of delinquent receivables. These decisions, as well as the requirement to make up deficiencies in net worth, are made by Duke Energy and not

by Duke Energy Chio, Duke Energy Kentucky or Duke Energy [ndiana. Thus, Duke Energy consolidates CRC. Duke Energy Ohio and Duke Energy
Indiana do not consolidate CRC.

CinCap V. CinCap V was created to finance and execute a power sale agreement with Central Maine Power Company for approximately 35 MW of
capacity and energy. This agreement expires in 2016. CinCep V iz considered a VIE because the equity capitalization is insufficient to support its

aperations. As Duke Energy has the power to direet the most significant activities of the entity, which are the decisions to hedge and finance the power sales
agreement, CinCap V is consolidated by Duke Energy,

Renewables. Duke Energy’s renewable energy facilities include Green Frontier Windpower, LLC, Top of The World Wind Energy LLC and various
solar projects, all subsidiaries of DEGS, an indirect wholly owned subsidiary of Duke Energy.

These renewable enerpy facilities are VIEs due to power purchase agreements with terms that approximate the expected life of the projects. These
fixed price agreements effectively transfer the commodity price risk to the buyer of the power. Duke Energy has consolidated these entities since inception
bacause the most significant activities that impact the economic performance of these renewable enecgy facilities were the decisions associated with the
siting, negotiation of the purchase power agreement, engineering, procurement and construction, and decisions associated with ongoing operations and
maintenance celated activities, all of which were made solely by Duke Energy.

The debt held by these renewable energy facilities is non—recourse to the general credit of Duke Energy. Duke Energy and its subsidiaries have no
requirement to provide liquidity or purchage the assets of these renewable energy facilities. Duke Energy does not guarantee performance except for an
immaterial multi-purpose letter of credit and various immaterial debt service reserve and operations and maintenance reserve guarantees, The assets are
restricted and they cannot be pledged as collateral or seld to third parties without the prior approval of the debt holders.

Other, Duke Energy has other VIEs with restricted assets and non—recourse debt. These VIEs include certain on—site power generatiou facilities.
Duke Energy consolidates these particular on—site power generation entities because Duke Energy has the power to direct the majority of the most

significant activities, which, most notably invoive the oversight of operation and maintenance related activities that impact the economic performance of
these ¢ntities.
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NON-CONSOLIDATED VIEs
The table below shows the VIEs that the Duke Energy Registrants do not consolidate and how these entities impact Duke Energy’s, Duke Energy

Ohio’s and Duke Energy Indiana’s respective Condensed Congsolidated Balance Sheets. As discussed above, while Duke Energy consolidates CRC, Duke
Energy Ohio and Duke Energy Indiana do not consolidate CRC as they are not the primary beneficiary.

LDuke Energy
Duke Energy Duke Energy
DukeNei  Hegewables Other  Total . Ohie = _Indiaga
{in millions)
At March 31, 2012
Consolidated Balance Sheets
Receivables 5§ — 5 — 5— 5— § 98 % 118
[ovestments in equity method unconsolidated affiliates 127 77 24 228 — L —_
Intangibles — — 109 109 109 —
Total Assets ’ 127 77 133 337 207 118
Other Current Liabilities - — — 2 .2 — e
Deferred Credits and Other Liabilities — — 17 17 — —_
Tatal Liabilities —_ — 19 19 — —
Net Duke Energy Corporation Sharehalders’ Equity $ 127 % 77 $114 5318 % 207 3§ 118
Duke Foeroy

Duke Energy Duke Energy
DukeNct  Bonewables Other Total __Ohio . _Indiana

{in milligns}

At December 31, 2011

Consolidated Balance Sheets

Receivables . 5 — $ — $— — % 129 % 139

Investments in equity method unconsolidated affiliates 129 81 25 235 — —

Intangibles : — — 111 141 111 —
Total Assets 129 81 136 346 240 139

Other Cument Liabitities — — 3 3 — —

Deferred Credits and Other Liabilities . 18 18 — —
Tatal Liabilities ‘ ’ — — 21 21 - —

Net Duke Energy Corporation Shareholders’ Equity $ 129 3 81  $115  $325 % 240 % 139

No financial support that was not previously cantractually required was provided to any of the unconsolidated VIEs during the three mounths ended
March 31, 2012 and 2011, respectively, or is expected to be provided in the future.

With the exception of the power purchase agresment with the Ohio Valley Electric Corporation (OVEC), which is discussed below, apd various
guarantees, reflected in the table above as “Deferred Credits and Other Liabilities”, the Duke Energy Registrants ave not aware of any situations where the
maximum exposure to {oss significantly exceeds the carrying values shown zhove.

CRC. As discussed above, CRC is consolidated only by Duke Energy. Accordingly, the retained interest in the sold receivables recorded on the
Condensed Consolidated Balance Sheets of Duke Energy Ohio and Duke Enerpy Indiana are eliminated in consolidation at Duke Energy.

The proceeds obtained from the sales of receivables are largely cash but do include a subordinated nete from CRC for a portion of the purchase price
{typically approximates 25% of the total praceeds). The subordinated note is a retained interest {right to receive a specxﬁed portien of cash flows from the
sold z2sseéts) and is classified within Receivables in Duke Energy Ohio’s and Duke Energy Indiana’s Condensed Consolidated Balance Sheets at March 31,
2012 and December 31, 2011. The retained interests reflected on the Condensed Consolidated Balance Sheets of Duke Energy Ohio and Duke Energy
Indiana approximate fair valve.

63



PARTI

DUKE ENERGY CORPORATION — DUKE ENERGY CAROLINAS, LLC — DUKE ENERGY OHIO, INC. -
DUKE ENERGY INDIANA, INC.
Combined Notes To Unaudited Condensed Consolidated Financial Statements — (Continued)

The carrying values of the retained interests are determined by allocating the carrying value of the receivables between the assets sold and the
interests retained based on relative fair value. Because the receivables generally turn over in less than two months, credit losses are reasonably predictable
due to the broad customer base and lack of significant concentration, and the purchased beneficial interest (equity in CRC) is subordinate to all retained
interests and thus would absorb losses first, the allocated basis of the subordinated notes are not materially different than their face value. The hypothetical
effect on the fair value of the retained interests assuming both a 10% and a 20% unfavorable variation in credit losses or discount rates is not material due to
the short tumover of receivables and historically low credit loss history. Interest accrues to Duke Energy Ohio, Duke Energy Indiana and Duke Energy
Kentucky on the retained interests using the accretable yield method, which generally approximates the stated rate on the notes since the allocated basis and
the face value are nearly equivalent. An impairment charge is recorded against the carrying value of both the retained interests and purchased beneficial

interest whenever it is determined that an other—than—temporary impairment has occurred, The key assumptions used in estimating the fair value in 2012
and 2011 is detailed in the following table:

2012 201
Anticipated credit Joss ratio 0.8% 0.8%
Discount tate 1.3% 2.6%
Receivable turnover rate 12.8% 12.7%
T ja .
Anticipated credit loss ratio 0.4% 04%
Discount rate 1.3% 2.6%
Receivable turnover rate 10.2% 10.2%

The following table shows the gross and net receivables sold as of March 31, 2012 and December 31, 2011, respectively:

{in millions)

Receivables sold as of March 31, 2012 h] 258 5 277
Less: Retained interests 98 118
Wet receivables sold as of March 31, 2012 § 160 5 159

Duke Energy Ohio Duke Foergy Indiana

) {in millions)

Receivables sold as of December 31, 2011 £ 302 b 279
Less: Retained interests 129 139
Net receivables sold as of December 31, 2011 ‘ 5 173 $ 140

The following table shows the retained interests, sales, and cash flows during the three months ended March 31, 2012, and 2011 respectively:

Duke Energy Ohia Duke Energy fndiaga
{in miltions)

Three Months Ended March 31, 2012

Sales .
Receivables sold 5 610 5 706
Loss recognized on sale . 4 3
Cash flows

Cash proceeds from receivables sold 5 636 3 74
Return received on refained interests ‘ . 2 1
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Duke Energy Ohin Duke Fnergy Indiang
Three Months Ended March 31, 2011

{in tillions)

Sales
Receivables sold $ 719 b 668
Loss recognized on sale & 4
Cash flows

{im arillions)
Cash proceeds from receivables sold § 771 3 709
Return received on retained interests 4 4

Cash flows from the sale of receivabies are reflected within Operating Activities on Duke Energy Ohio’s and Duke Energy Indiana’s Condensed
Consolidated Statements of Cash Flows.

Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, Maintenance and Other on
Duke Energy Ohio’s and Duke Energy Indiana’s Condensed Conselidated Statements of Comprehensive Income. The loss recognized on the sale of
receivables is calculated monthly by multiplying the receivables sold during the month by the required discount which is derived monthly utilizing a three
year weighted average formula that considers charge—off history, late charge history, and tumover history on the sold receivables, as well as a component
for the time value of money. The discount rate, or compenent for the time value of money, is calculated monthly by summing the prior month—end LIBOR

plus a fixed rate of 1.00% as of March 31, 2012, as compared to 2.39% as of March 31, 2011, The fixed rate is reviewed annually and adjusted as
approptiate,

DukeNet. In 2010, Duke Energy sold a 50% ownership interest in DukeNet to Alinda. The sale resulted in DukeNet becoming a joint verture with
Duke Energy and Alinda each owning a 50% interest. In connection with the formation of the new DukeNet joint venture, a five—year, 5150 miilion senior
secured credit facility was executed with a syndicate of ten external financial institutions. This credit facility is nen—recourse to Duke Energy. DukeNet is
considered a VIE because it has entered into certain contractual arrangements that provide DukeNet with additional forms of suberdinated financial support.
The most significant activities that impact DukeNet's economic performance relate to its business development and fiber optic capacity marketing and
management activities, The power to direct these activities is jointly and equally shared by Duke Energy and Alinda. As a resuit, Duke Energy does not
consolidate the DukeNet joint venture. Accordingly, DukeNet is a non—consalidated VIE that is reported as an equity method investment.

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

Renewables. Duke Encrgy has investments in various entities that generate electricity through the use of renewable energy technology. Some of these
entities are VIEs which ate not consolidated due to the joint ownership of the entities when they were created and the power to direct and control key
activities is shared jointly. Instead, Duke Energy's investment is recorded under the equity method of accounting. These entities are VIEs due to power

purchase agreements with terms that approximate the expacted life of the project. These fixed price agreements effectively transfer the commodity price risk
to the buyer of the power.

Other. Duke Energy has investments in various other entities that are VIEs which are not consolidated. The most signiticant of these investments is
Duke Energy Ohio’s 9% ownership interest in OVEC. Through its ownership interest in OVEC, Duke Energy Chio has a contractual arrangement through
Jume 2040 to buy power from OVEC’'s power plants. The proceeds from the sale of power by OVEC to its power purchase agreement counterparties,
including Duke Energy Ohio, are designed to be sufficient for OVEC to meet its aperating expenses, fixed costs, debt amortization and interest expenise, as
well as carn a return on equity. Accordingly, the value of this contract is subject to variability due to fluctuations in power prices and changes in OVEC’s
casts of business, including costs associated with its 2,256 megawatts of ceal—fired generation capacity. As discussed in Note 5, the proposed rulemaking on
cooling water intake structures, MATS, CSAPR and CCP’s could increase the costs of OVEC which would be passed through to Duke Energy Chip. The
initial carrying value of this contract was recorded as an intangible asset when Duke Energy acquired Cinergy in April 2006.

In addition, the company has guaranteed the performance of certain entities in which the company no longer has an equity interest. As a result, the
company has a variable interest in certain other VIEs that are non—consolidated.
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12. Earnings Per Common Share (EPS)

Basic Earnings Per Share (EFS) is computed by dividing net income attributable to Duke Energy common shareholders, adjusted for distributed and
undistributed earnings allocated to participating securities, by the weighted—average number of commeon shares outstanding during the period. Diluted EPS
is computed by dividing net income attributable to Duke Energy common shareholders, as adjusted for distributed and undistributed earnings allocated to
participating securities, by the diluted weighted—average number of common shares outstanding during the period, Diluted EPS reflects the potential

dilution that could occur if securities or other agreements to issue common stock, such as stock options, phantom shares and stock—based performance unit
awards were exercised or settled.

The following table illustrates Duke Energy’s basic and diluted EPS calculations and reconciles the weighted—average number of commeon shares
outstanding to the diluted weighted ~average number of common shares outstanding for the three months ended March 31, 2012 and 2011,

Average EPS
—lncome

(in millions, except per—share amounis)

Three Months Ended March 31, 2012
Income from continuing operations attributable to Duke Energy commen shareholders,
as adjusted for participating securities—basic and diluted 5 192 1,337 3 0.22

Three Months Ended March 31, 2011
Income from continuing operations attributable to Duke Energy common shareholders,
as adjusted for participating securities—basic % 510 1,330 3 0.38

Effect of difutive securities: ‘ ‘
Stock options, performance and restricted stock 1

Income from continuing operations attributable to Duke Energy common sharehaolders,
as adjusted for participating securities—diluted 8 510 1,331 b 033

As of March 31, 2012 and 2011, 4 million and 13 million, respectively, of stock options and performance and unvested stock awards were not
included in the “effect of dilutive securities™ in the above table because either the option exercise prices were greater than the average market price of the
common shares during those periods, or performance measures related to the awards had not yet been met.

13. Stock—Based Compensation

For employee awards, equity ¢lassified stock—based compensation cost is measured at the service inception date or the grant date, based on the
estimated achievement of certain performance metrics or the fair value of the award, and is recognized as expense or capitalized as a compenent of property,
plant and equipment over the requisite service period.

Duke Energy tecorded pre—tax stock—based compensation ¢xpense for the three months ended March 31, 2012 and 2011 as follows:

Three Months Ended

(in millions)

Stock Options § 2 2

Restricted Stock Unit Awards 8 8

Performance Awards o 2) 6
(k]

Total $ 3 $ 16

(2) Excludes stock—based compensation cost capitalized of an insignificant amount and $1 million for the three months ended March 31, 2012 and 2011,
respectively.

(b)  The tax benefit associated with the recorded expense was $3 million and $6 million for the three months ended March 31, 2012 and 2011,
respectively.
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14, Employee Benefit Obligations
Net periodic benefit costs disclosed in the tables below for the qualified and, non-qualified pensicn and other post-retirement benefit plans represent

the cost of the respective benefit plan to the Duke Energy Registrants for the perieds presented. However, partions of the net periodic benefit costs disclosed
in the tables below have been capitalized as a component of property, plant and equipment,

Duke Energy

The following table shows the components of the net periodic benefit costs for the Duke Energy U.S. qualified and non—qualified pensien plans and
other post-retirement benefit plans.

Three Months Ended Three Monihs Ended
12 March 31,2011
Other (ither
Non- Posi— Non— Post—
Qualified Qualified Retirement Qualified Qualified Retirement
pension pension Beneﬂht pension pension Beneﬁ;
a 2
(in millions)
Service cost 5§ 23 5 1 5 2 5 24 1
Interest ¢ost on projected benefit obligation 61 2 8 . 58 9
Expected return on plan assets (94) — {4 (96) (4}
Amortization of prior service cost {credit) 1 — 2) 2 (2)
Amortization of net transition biability — — .2 — 3
Amortization of loss (gain) 24 — @ 19 (1
Other 1 — — 4 —_
Net periodic costs $ 16 3 3 $ 4 $ 11 é

{a)  Excludes regulatory asset amortization of $3 million and $4 million for the three months ended March 31, 2012 and 2011, respectively, resulting from

purchase accounting adjustments associated with Duke Energy’s merger with Cinergy in April 2006.
(b}  Excludes regulatory asset amortization of $2 million for each of the three months ended March 31, 2012 and 2011, resulting from purchase
acceunting adjustments associated with Duke Energy's merger with Cinergy in April 20086.

Each of the Subsidiary Registrants participate in qualified and, non—qualified pension plans and other post-retirement benefit plans sponsored by
Duke Enefy. The net periodic benefit costs shawn in the tables below represent fhe allocated cost of the respective benefit plan for the periods presented,
Additionally, the Subsidiary Registrants are allocated their proportionate share of pension and other post-retirement benefit cost for employees of Duke
Energy’s shared services affiliate that provide support ta the respective Subsidiary Registrant. These allocated amounts are included in the governance and
shared services costs for each Subsidiary Registrant discussed in Note 17.
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Duke Energy Carolinas

Three Months Ended Three Months Ended
12 ; 11
Other Other
Post— Post—
Qualified Retirement Qualified Retirement
pension Benefit pension Benefit
—plans
) (I willicus)y
Service cost ) $ L $ 1 § g $ —
Interest cost on projected benefit obligation 23 4 21 4
Expected retum on plan assets (36) )] (37 (2)
Amortization of prior service credit — (1) — O
Amortization of net transition liability — 1 — 2
Amortization of loss 11 1 9 1
Other — — 2 —
Net periodic costs™ $ 7 3 3 b 4 3 4

(a) Componeuts of net periodic costs for Duke Energy Carolinas’ non—qualified pension plans were an insignificant amount for the three months ended
March 31, 2012 and 2011.

Duke Energy Ohio
Three Months Ended Three Months Ended
12
Orther Other
Post— Post—
Qualified Betirement Qualified Retirement
pensian Benefit pension Benefit
L) planstb) plansia) plans(h)
{in millions)
Service cost 3 2 $ — 3 2 3 —
Interest cost on projected benefit obligation 8 1 8 1
Expected return on plan assets (11) — {11) —
Amortization of loss (gain) 2 (1) 2 (1
Net periodic costs'™ 5 1 $  — $ 1 E J—

(a)  Excludes regulatory asset amortization of $2 million for each of the three months ended March 31, 2012 and 2011, resulting from purchase
accounting adjustments associated with Duke Energy’s merger with Cinergy in Aprii 2006.

(b)  Excludes regulatory asset amortization of an insignificant amount and $1 million for the three months ended March 31, 2012 and 2011, resulting from
purchase accounting adjustments associated with Duke Energy’s merger with Cinergy in April 2006,

() Components of net pericdic costs for Duke Energy Ohio’s non—qualified pension plans were an insignificant amount for each of the three months
ended March 31, 2012 and 2011.
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Duke Energy Indiana

Three Months

Three Months

Ended Ended
March 31,2012 Mayxch 31, 2011
Other Other
Post— Post—
Quadified Retirement Qualified Retirement
pension Benefit pension Benefit
—Dblans
{in millipns}
Service cost $ 2 3 —_— K} g —
Interest cost on projected benefit obligation 8 2 7 2
Expected return on plan assets ‘ (12) — (1) —_
Amortization of prior service cost 1 — — —
Amortization of loss 3 - 4 -
Net periodic costs™ s 1 8 2 8 3 s 2

(a) Compenents of net periedic costs for Duke Energy Indiana’s non—qualified pension plans were an insignificant amount for each of the three months
ended March 31, 2012 and 201 1.

Employee Savings Plan
Duke Energy sponsors ¢mployee savings plans that cover substantially all U.S. employees. Duke Energy made pre—tax employer matching
contributions of $28 millien and $31 million for the three months ended March 31, 2012 and 2011, respectively,

The Subsidiaty Registrants participate in Duke Energy sponsored employee savings plans. The following table shows the respective Subsidiary
Registrants’ expense related 10 its proportionate share of pre—tax employer matching contributions.

Three Months Ended
——Mach 3.

(in millinns)
Duke Energy Carolinas $ 11 3 12
Duke Energy Ohic 1 !
Dulke Energy Indiana 2 3

15, Severance

2011 Severance Plan, In conjunction with the proposed merger with Progress Energy, in August 2011, Duke Energy announced plans to offer a
voluntary severance plan to approximately 4,850 eligible employees. As this is a voluntary plan, all severance benefits offered under this plan are
considered special termination benefits under GAAP. Special termination benefits are measured upon employee acceptance and recorded immediately
absent a significant retention period. If a significant reteation period exists, the cost of the special termination benefits are recorded ratably over the
remaining service periods of the affected employees. Approximately 500 employees accepted the termination benefits during the veluntary window period,
which closed on November 3¢, 2011. The estimated amount of severance payments associated with this voluntary plan, contingent upon a successful close
of the proposed merger with Progress Energy, are expected to be approximately $80 million,

Other Severance Plans. Amounts included in the table below represent the severance liability for Duke Energy’s past and on—going severance plans.

Balance at
Cash March 31,

RBalance at

December 31, Pl:ovlsiom‘

(in millions)

Duke Energy ] 32 3 ¢9) $ 3 5 18
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16. Income Taxes and Other Taxes

Income Taxes. Duke Energy and its subsidiaries file income tax returns in the U.5. with federal and various state governmental authorities, and in
certain foreign jurisdictions. The taxable income of Duke Encrgy and its subsidiaries is reflected in Duke Energy’s 1.S. federal and state income tax returns.
These subsidiaries hzve a tax sharing agreement with Duke Energy where the separate return method is used to allocate tax expenses and berefits to the
subsidiaries whose investments or results of operations provide these tax expenses and benefits. The accounting for income taxes essentially represents the
income taxes that each of these subsidiaries would incur if it were a scparate company filing its own tax return as a C—Corporation.

The effective tax rates for each of the Duke Energy Registrants are as follows:

Three Months Ended

Mz 2011
Duke Energy 25.8% 31.2%
Duke Energy Carolinas ‘ 36.3% 35.1%
Duke Energy Ohio 37.0% 36.8%
Duke Energy Indiana 41.0% 34.9%

For the three months ended March 31, 2012, Duke Energy reflected a decrease in its effective tax rate as a result of a decrease in pre—tax income
related to Edwardsport IGCC project impairment charges. In addition, Duke Energy Carolinas reflected an increase in its effective tax rate as a result of a
decrease in AFUDC equity and Duke Energy Indiana reflected an increase in ifs effective tax rate due to a decrease in pre—tax income related to
Edwardsport [GCC project impairment charges. See Note 4 for further details on the impairment charges.

Excise Taxes. Certain excise taxes levied by state or local governments are collected by the Duke Energy Registrants from its customers. These taxes,
which are required to be paid repardless of the Duke Energy Registrants’ ability to collect from the customer, are accounted for on a gross basis. When each
of the Duke Energy Registrants act a3 an agent, and the tax is not required to be remitted if it is not collected from the customer, the taxes are accongted for

on a net basis. Excise taxes for each Duke Energy Registrant accounted for on a gross basis and recorded as revenues and vther tax expense in the respective
Condensed Consclidated Statements of Operations were as follows:

Three Moaths Ended

—Margh 3L

2012 ZO011,

) i {in millions)

Duke Energy Carolinas $ 39 § 36
Duke Energy Ohjo 30 34
Duke Energy Indiana ‘ 8 )
Duke Energy 5 77 5 78

17. Related Party Transactions
Duke Energy Carolinas
Duke Energy Carolinas engages in related party transactions, which are generally performed at cost and in accordance with the applicable state and

federal commission regulations. Balances dug to or due from related parties included in the Condensed Cansclidated Balance Sheets as of March 3{, 2012
and December 31, 2011 are as follows:

Assets/{Liabilities)

March 31, 201200 December 31, 201100
(in milltons)
Current assets'” @ 5 .50 L 51
Non—current asse 111 111
Current liabilitzes o {121y (171)
Non—current liabilities o (67) (64}
Net deferred tax liabilities {4,682) (4,509}

(a) Balances exclude assets or liabilities associated with accrued pension and other post—retirement benefits and money pool arrangements as discussed
below.

(b}  Of the balance at March 31, 2012, $19 million is classified as Receivables and $31 million is classified as Other within Current Assets on the
Condensed Consolidated Balance Sheets. Of the balance at December 31, 2011, $2 million is classified as Receivables and $49 million is classified as
Other within Current Assets on the Condensed Consolidated Balance Sheets.
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Th}e ba]amches at March 31, 2012 and December 31, 2011 are classified as Other within Investments and Other Assets on the Condensed Cansolidated
Balance Sheets.

The balance at March 31, 2012, is classified a3 Accounts payable on the Condensed Consolidated Balance Sheets. Of the balance at December 31,
2011, $157 millien is classified as Accounts Payable and 14 million is classified as Accrued Taxes on the Condensed Consolidated Balance Sheets.
The balances at March 31, 2012 and December 31, 2011 are classified as Other within Deferred Crediis and Other Liabilities on the Condensed
Cansolidated Balance Sheets,

Of the balance at March 31, 2012, $(4,724) million is classified as Deferred incorne taxes and $42 million is classified as Other within Current Assets
on the Condensed Consolidated Balance Sheets. Of the balance at December 31, 2011, $(4,555) million is classified as Defereed income taxes and
546 million is classified as Other within Current Assets on the Condensed Consolidated Balance Shests.

As discussed further in Note 14, Duke Energy Carolinas participates in Duke Energy's qualified pension plan, nonqualified pension plar and other

post-retirement benefit plans and is allocated its proportionate share of expenses associated with these plans. Additionally, Duke Energy Carolinas has been
allocated acerued pension and other post—retirement benefit obligations as shown in the following table:

March 31,2012 December 31,2011

{in millions)
Other current liabilities $ 8 3 P
Accrued pension and other post—retirement benefit costs 241 248
Totat allocated accrued pension and other post-retirement benefit obligations 5 249 . 5 256

Other Related Party Amounts

()

(b)

)

——Threemonthsepded

March 31,2011
@ (in millions)
Corporate gavernance and é]l'\ared SETViCe eXpenses b3 235 § 253
Indemnification coverages © 3 3
Rental income and other charged expenses, net . (2) {2)

Duke Energy Carolinas is charged its proportionate share of corporate governance and other costs by an unconsolidated affiliate that is a consolidated
affiliate of Duke Energy. Corporate governance and other shared services costs are primarily related to human resources, employee benefits, legal and
accounting fees, as well as other third party costs. These amounts are recorded in Operation, Maintenance and Other within Operating Expenses on
the Condensed Consolidated Statements of Comprehensive Income.

Duke Energy Carolinas incurs expenges related to certain indemnification coverages through Bison, Duke Energy’s wholly—owned captive insurance
subsidiary. These expenses are recorded in Operation, Maintenance and Other within Operating Expenses on the Condensed Consolidated Statements
of Comprehensive Income,

Duke Energy Carolinas records income associated with the rental of office space to a consolidated affiliate of Duke Energy, as well as its
proportionate share of certain charged expenses from affiliates of Duke Energy.

As digeussed further in Note 6, Duke Energy Carolinas participates in a money pool arrangement with Duke Energy and other Duke Energy

subsidiaries. Interest expense associated with money pool activity, which is recorded in Interest Expense on the Condensed Consolidated Statements of
Comprehensive Income, was insignificant for each of the three months ended March 31, 2012 and 2011. Interest income associated with money pool

activity, which is recarded in Other Income and Expenses, net or the Condensed Consolidated Statements of Comptehensive Income, was insignificant for
each of the three months ended March 31, 2012 and 2011.
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Duke Energy Ohio

Duke Energy Ohio engages in related party transactions, which are generally performed at cost and in accordance with the applicable state and federal

commission regulations. Balances due to or due from related parties inciuded in the Condensed Consolidated Balance Sheets as of March 31, 2012 and
December 31, 2011 are as follows:

March 31, 2012(a) December 31, 2011(a}
() (in millions)
Current assets . b 63 b 44
Non—current asse 20 22
Current liabilities . {130} (84}
Non~—current liahilities @ (31) —
Net deferred tax liabilities (1,748) (1,751)

(a) Balances exclude assets or liabilities associated with accrued pension and other post—retirement benefits, CRC and money pool arrangements as
discussed below.

(b)  Of the balance at March 31, 2012, $14 million is classitied as Receivables and $49 million is classified as Other within Current Assets on the
Condensed Consolidated Balance Sheets. Of the balance at December 31, 2011, $15 million is classified as Receivables and $29 million is classified
as Other within Cucrent Assets on the Condensed Consolidated Balance Sheets.

(c) Thf balagies at March 31, 2012 and December 31, 2011 are classified as Other within Investments and Qther Assets on the Condensed Consolidated
Balance Sheets.

(d) The balances at March 31, 2012 and December 31, 201! are classified as Accounts payable on the Condensed Consolidated Balance Sheets.

(e)  The balance at March 31, 2012 is classified as Other within Deferred Credits and Other Liabilities on the Condensed Consolidated Balance Sheets.

() Ofthe balance at March 31, 2012, $(1,787) million is classified as Deferred income taxes and $39 million is classified as Other within Current Assets

on the Condensed Consclidated Balance Sheets. Of the balance at December 31, 2011, $(1,798) million is classified as Deferred income taxes and
$47 million is classified as Other within Cutrent Assets on the Condensed Consolidated Balance Sheets.

As discussed further in Note 14, Duke Energy Ohio participates in Duke Energy’s qualified pension plan, non—qualified pension plan and other

post—retirement benefit plans and is allocated its proportionate share of expenses assaciated with these plans. Additionally, Duke Energy Obio has been
allocated accrued pension and other post-retirement benefit obligations as shown in the following table:

March 34, 2012
(in miilions)
Other current liabilities % 4 3 .
Accrued pension and other post—retirement benefit costs 163 166
Total allocated accrued pension and other post—retirement benefit obligations 5 167 S 170

Other Related Party Amounts

March 31,2011
s {in millions)
Corparate governance and ghared service expenses 5 90 $ Qs
Indemnification coverages @ 4 4
Rental income and ot(I&Fr charged expenses, net (1} —
CRC intergst income 2 4

{a) Duke Energy Ohio is charged its proportionate share of corporate governance and other costs by an unconsalidated affiliate that is a consolidated
affiliate of Duke Energy. Corporate governance and other shared services costs are primarily related to human resources, employee benefits, legal and
accounting fees, as well as other third party costs. These amounts are recorded in Operation, Maiutenance and Other within Operating Expenses on
the Condensed Consolidated Statements of Comprehensive Income. )

(b) Duke Energy Ohic incurs expenses refated to certain indemnification coverages through Bison, Duke Energy's wholly—owned captive insurance
subsidiary. These expenses are recorded in Operation, Maintenance and Other within Operating Expenses on the Cordensed Consolidated Statements
of Comprehensive Income. ]

(c) Duke Energy Ohio records income associated with the rental of office space to a consolidated affiliate of Duke Energy, as well as its proportionate
share of certain charged expenses from affiliates of Duke Erergy. e

(d) As discussed in Note 11, certain trade receivables have been sold by Duke Energy Ohio to CRC, ar unconsolidated entity formed by a subsidiary of

Duke Energy. The procesds obtained from the sales of receivables are largely cash but do include a subordinated note from CRC for a portion of the
purchase price. The interest income associated with the subordinated note ig recorded in Other Income and Expenses, net on the Condensed
Consolidated Statements of Comprehensive Income.
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As discussed further in Note 6, Duke Energy Ohio participates in a money pool arrsngement with Duke Energy and ather Duke Energy subsidiaries.
Interest income associated with money pool activity, which is recorded in Other Income and Expenses, net on the Condensed Consolidated Statements of
Camprehensive Income, was 31 million for the three months ended March 31, 2012 and insignificant for the three months ended March 31, 201 1. Interest

expense associated with money pool activity, which is recorded in Interest Expense on the Condensed Consolidated Statements of Comprehensive Income,
was insignificant for each of the three months ended March 31, 2012 and 2011.

Duke Energy Commercial Asset Management (DECAM) is a non—regulated, direct subsidiary of Duke Energy Ohio, DECAM conducts business
activities including the execution of commodity transactions and executing third party vendor and supply contracts as well as service contracts for certain of
Duke Energy’s non—regulated entities. The commodity contracts that DECAM enters either do not qualify as hedges or have not been designated as hedges
(hereinafter referred to as undersigned contracts), thus the mack—to—market impacts of these contracts are reflected in Duke Energy Ohio’s Condensed
Consolidated Statements of Comprehensive Income. In addition, equal and offsetting mark—to—market impacts of intercompany centracts with non
regulated entities are reflected in Duke Energy Ohio's Condensed Consolidated Statements of Comprehensive [ncome representing the pass through of the
economics of the original contracts to non—regulated entities in accordance with contractual arrangements between Duke Enerpy Chio and non-regulated
entities, See Note § for additional information. Because it is not a rated entity, DECAM receives its eredit support from Duke Energy or its non—regulated
subsidiaries and not the regulated utility operations of Truke Energy Ohic. DECAM meets its funding needs through an intercompany loan agreement from a
subsidiary of Duke Energy. The intercompany loan agreement was executed in February 201 1. An additionel intercompany loan agreement was executed in
October 2011 so that DECAM can also loan moeney to the subsidiary of Duke Energy, DECAM had no outstanding intercompany loan payable with the
subsidiary of Duke Energy as of March 31, 2012 or December 31, 2011. DECAM had a §276 million and a $90 millicn intercompany loan receivable with
the subsidiary of Duke Energy 25 of March 31, 2012 and December 31, 2011, respectively.

Duke Energy Ohio paid 2 $285 million dividend to its parent, Cinergy, in March 2011. In January 2012, Duke Energy Ohio recorded a non—cash
equity transfer of 328 million related to the sale of Vermitlion to Duke Enerpy Indiana. See Note 2 for further discussien.

Duke Energy Indiana

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

federal commission regulations. Balances due to or due from related parties included in the Condensed Consolidated Balance Sheets as of March 31, 2012
and December 21, 2011 are as follows:

IMgreb 31, 201730) Degoraber 31, 2011
b i (ir} millions)
Current assets @ $ T0 18
Mon-current assel 2 2
Current liabilities o (80) o7
Nen—cureent liabilities’” (22) : (22)
Net deferred tax labilities (549) (914)

(a)  Balances exclude assets ot liabilities associated with accrued pensicn and other post—retiretnent benefits, CRC and money pool arrangements as
discussed below.

(b)  Of the balange at March 31, 2012, $59 million is classified as Receivables and §11 million is classified as Other within Current Assets on the
Condensed Consolidated Balance Sheets. The balance at December 31, 2011, is classified as Receivables on the Condensed Consolidated Balance
Sheets :

{(¢) The balances at March 31, 2012 and December 31, 2011 are classified as Other withir: Investments and Other Assets on the Condensed Consolidated
Balance Sheets.

(d) The balance at March 31, 2012 is classified as Accounts payable on the Condensed Consalidated Balance Sheets. OFf the balance at December 31,
2011, $(72) million is classified as Accounts payable and $(25) million is classified as Taxes accrued on the Condensed Consolidated Balance Sheets.

()  The balances at March 21, 2012 and December 31, 2011 are classified as Qther within Deferred Credits and Other Liabilities on the Condensed
Consolidated Balance Sheets, .

() Of the balance at March 31, 2012, $(974) million is classified as Deferred income taxes and $25 million is classified as Other within Current Assets
on the Condensed Consolidated Balance Sheets. Of the balance at December 31, 2011, ${927) million is classified as Deferred income taxes and 513
million is classified as Other within Current Asscts on the Coendensed Consolidated Balance Sheets.
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DUKE ENERGY CORPORATION - DUKE ENERGY CAROLINAS, LLC — DUKE ENERGY OHIOQ, INC. -
. DUKE ENERGY INDIANA, INC.
Combined Notes To Unaudited Condensed Censolidated Financial Statements — (Continued)

As discussed further in Note 14, Duke Energy Tndiana participates in Duke Energy's qualified pension plan, non—qualified pension plan and other
post—retirement benetit plans and is allocated its proportionate share of expenses associated with these plans. Additionally, Duke Energy Indiana has been
allocated acerued pension and other post-retirement benefit obligations as shown in the following table:

March 312012
. N (in millions)
Other current liabilities ] 5 2
Accrued pension and other post-—retirement benefit costs 228 231
Total allocated accrued pension and other post—retirement benefit obligations 5 230 b 233

Other Related Party Amounts

— Threemonthsended

. () . . {in millions)

Corporate governance and (’g)ared Service expenses . $ 101 $ 107
Indemnification coverages © 2 2
Rental income and other charged expenses, net (1) 1
CRC interest income 2 4

{a) Duke Energy Indiana is charged its proportionate share of corporate governance and other costs by an unconsolidated affiliate that is a consolidated
affiliate of Duke Energy. Corporate governance and other shared services costs are primarily related to human resources, employes benefits, legal and
accounting fees, as weil as other third party costs. These amounts are recorded in Operation, Maintenance and Other within Operating Expenses on
the Condensed Consolidated Statements of Comprehensive Income.

(b) Duke Energy Indiana incurs expenses related o certain indemnification coverages through Bison, Duke Energy's wholly—owned captive insurance
subsidiary. These expenses are recorded in Operation, Maintenance and Other within Operating Expenses on the Condensed Censolidated Statements
of Comprehensive Income.

€y Duke Energy Indiana records income associated with the rental of office space to a consolidated affiliate of Duke Energy, as well as its proporiionate
share of certain charged expenses from affiliates of Duke Energy.

(d)  As discussed in Note 11, cértain trade receivables have been sold by Duke Energy Indiana to CRC, an unconsolidated entity formed by a subsidiary of
Duke Energy. The proceeds obtained from the sales of receivables are largely cash but do include a subordinated note from CRC for a portion of the

purchase price. The interest income associated with the subordinated note is recorded in Other Income and Expenses, net on the Condensed
Consalidated Statements of Comprehensive Income.

As discussed further in Note 6, Duke Energy Indiana participates in a money pool arrangement with Duke Energy and other Duke Energy
subsidiaries. Interest income associated with money pool activity, which is recorded in Other Income and Expenses, net on the Condensed Consolidated
Statements of Comprehensive Income, was insignificant for each of the three months ended March 31, 2012 and 201 1. Interest expense associated with
money pool activity, which is recorded in Interest Expense cn the Condensed Consolidated Statements of Comprehensive Income, was insignificant for
each of the three months ended March 31, 2012 and 2011,

In January 2012, Duke Energy Indiana recorded a non—cash equity transfer of $26 million on the purchase of Vermillion from an indirect wholly
owned subsidiary of Duke Energy. See Note 2 for further discussion.

18. New Accounting Standards

The following new accounting standards were adopted by the Duke Energy Repistrants subsequent to March 31, 201 | and the impact of such
adoption, if applicable, has been presented in the respective Condensed Consolidated Financial Statements of the Duke Energy Registrants:

ASC 220—Comprehensive Income. In June 2011, the FASB amended the existing requirements for presenting comprehensive inceme in financial
statements primarily to increase the prominence of items reported in other comprehenssve income (OCI) and to facilitate the convergence of U.S. GAAP
and IFRS. Specifically, the revised guidance eliminates the option previously provided to present compenents of OCI as part of the statement of changes in
stockholders® equity. Accordingly, all non—owner changes in stockholders” equity are required to be presented either in a single continuous statement of
comprehensive income or in two separate but consecutive financial statements. For the Duke Energy Registrants, this revised guidance was effective on a
retrospective basis for interim and annual periods beginning January 1, 2012. The adoption of this standard changed the presentation of the Duke Energy
Repistrants” financial statemnents but did not affect the calculation of net income, comprehensive income or earnings per share.

ASC 820—Fgir Value Measurements and Disclosures. In May 201 1, the FASE amended existing requirements for measuring fair value and for
disclosing information about fair value measurements. This revised guidance results in a consistent definition: of fair value, as well as common requirements
for measurement and disclosure of fair value information between 1.5, GAAP and International Financial Reporting Standards (IFRS). In addition, the
amendments set forth enhanced disclosure requirements with respect to recurring Level 3 measurements, nonfinancial assets measured or disclosed at fair
velue, transfers between levels in the fair value hierarchy, and assets and liabilities disclosed but not recorded at fair value. For the Duke Energy
Registrants, the revised fair valug measurement guidance was effective an a prospective basis for interim and annual periods beginning January 1, 2012. The

adoption of this new guidance did not have a significant impact an the Duke Energy Registrants disclosures ot their consolidated results of operations, cash
flows, ar financial position. .
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ASC 350—Imtangibles—Goodwill and Other. In September 2011, the FASB amended existing goodwill impairment testing accounting guidance to
provide an eatity testing goodwill for impatrment with the option of performing a qualitative assessment prior to caleulating the fair value of a reporting unit
n step one of a goodwill Impairment test, Under this revised guidance, a qualifative assessment would require an evaluation of economic, industry, and
company—specific considerations. If an entity determines, on a basis of such qualitative factors, that the fair value of a reporting unit is more likely than not
less than the carrying value of a reporting unit, the two—step impairment test, as required under pre—existing applicable accounting guidance, would be
required. Otherwise, no further impairment testing would be required. The revised goodwill impairment testing accounting guidance is effective for the
Duke Energy Registrants” annual and interim goodwill impairment tests performed for fiscal years beginning January 1, 2012, with early adoption of this
revised guidance petrnitted for annual and interim goodwill impairment tests performed as of a date before September L5, 20! |. Since annual goodwill
impairment tests are performed by Duke Energy as of August 31, the Duke Energy Registrants early adopted this revised accounting guidance during the
third quarter of 2011 and applied that guidance to their annual goodwill impairment tests for 2011,

19. Subsequent Events

For information on subsequent events 1elated to acquisitions and sales of other assets, regulatory matters, and commitments and contingencies, see
Notes 2, 4, and 5, respectively.
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Ttem 2. Man;:gement’s Discussion and Analysis of Financial Condition and Results of Operations.
INTRODUCTION

Duke Energy

Duyke Energy Corporation (zollectively with its subsidiaries, Duke Energy) is an energy corapany headquartered in Charlotte, North Carolina, Duke
Energy operates in the United States (U.S.) primarily through its wholly-owned subsidiarics, Duke Energy Carolinas, LL.C (Duke Energy Carclinas), Duke
Energy Ohio, Inc. (Duke Energy Ohio), which includes Duke Energy Kentucky, Inc. (Duke Energy Kentucky), and Duke Energy Indiana, Inc. (Duke
Energy Indiana), as well as in Latin America through International Enerpy.

) Management’s Discussion and Analysis includes financial information prepared in accordance with generally accepted accounting principles (GAAP)
in the U.8,, as well as certain non—GAAP financial measures such as adjusted earnings and adjusted earnings per share (EPS), discussed below, Generally, a
non~GAAP financial measure is a numerical measure of financial performance, financial pasition or cash flows that excludes (or includes) amounts that are
included in (or excluded from) the most directly comparable measure calculated and presented in accordance with GAAP. The non~GAAP financial
measures should be viewed as a supplement to, and not a substitute for, financial measures presented in accordance with GAAP. Non—GA AP measures as
presented herein may not be comparable to similarly titled measures used by other companies.

When discussing Duke Energy’s consolidated financial information, it necessarily includes the results of its three separate subsidiary registrants,
Duke Energy Carolinas, Duke Energy Ohic and Duke Energy Indiana (collectively referred to as the Subsidiary Registrants), which, along with Duke
Energy, are collectively referred to as the Duke Energy Registrants. The following combined Management’s Discussion and Analysis of Financial
Condition and Results of Operations is separately filed by Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana. However,

{mn& of the registrants makes any representation. as te information related solely to Duke Energy or the Subsidiary Registrants of Duke Energy other than
1tselt.

Management’s Discussion and Analysis should be read in conjunction with the Unaudited Condensed Consolidated Financial Statements and Notes.

Proposed Merger with Progress Energy, Inc.

On January 8, 2011, Duke Energy entered into an Agreement and Plan of Merger (Merger Agreement) among Diamond Acquisition Corparation, a
Nerth Carolina cerporation and Duke Energy’s wholly—owned subsidiary (Merger Sub) and Progress Energy, Inc. (Progress Energy), a North Carolina
corporation engaged in the regulated utility business of generation, transmission, distribution and sale of electricity in portions of North Carolina, South
Carolina and Florida. Upon the terms and subject to the conditions set forth in the Merger Agreement, Merger Sub will merge with and into Progress Energy
with Progress Energy continuing as the surviving corporation and a wholly—owned subsidiary ot Duke Energy.

Pursuant to the Merger Agreement, upon the ¢losing of the merger, each issued and outstanding share of Progress Energy common stock will
automatically be canceled and converted into the right to receive 2.6125 shares of common stock of Duke Energy, subject to appropriate adjustment for a
reverse stock split of the Duke Energy common stock as contemplated in the Merger Agreement and except that any shares of Progress Energy commeon
stock that are owned by Progress Energy or Duke Energy, other than in a fiduciary capacity, will be canceled without any cansideration therefor. Each
outstanding option to acquire, and each outstanding equity award relating to, one share of Progress Energy common stock will be converted into an option
to acquire, or an equity award relating to 2.6125 shares of Duke Energy common stock, as applicable, subject to appropriate adjustment for the reverse stock
split. Based on Progress Energy shares outstanding at March 31, 2012, Duke Energy would issue 773 million shares of common stock to convert the
Progress Energy common shares in the merger under the unadjusted exchange ratio of 2.6125. The exchange ratio will be adjusted proportionately to reflect
a 1—for—-3 reverse stock split with respect to the issued and cutstanding Duke Enerey commonr stock that Duke Energy plans to implement prior to, and
conditioned on, the campletion of the merger. The resulting adjusted exchange ratio is 0.87083 of a share of Duke Energy commeon stock for each share of
Progress Energy common stock. Based on Progress Energy shares outstanding at March 31, 2012, Duke Energy would issue 258 million shares of comman
stock, after the effect of the 1—for—3 reverse stock split, to convert the Pragress Energy common shares in the merger. The merger will be accounted for
under the acquisition method of accounting with Duke Energy treated as the acquirer, for accounting purposes. Based on the market price of Duke Energy
common stock on March 31, 2012, ths transaction would be valued at $16 biflion and would result in incremental recorded goodwill to Duke Energy of 510
billien, according to current estimates. Duke Energy would also assume all of Progress Energy’s outstanding debt, which is estimated to be 513 billion
based on the approximate fair value of Progress Energy's outstanding indebtedness at March 31, 2012. Additionally, immediately upon closing of the
merger, Duke Energy expects to record expenses of $400 million to $600 millicn, representing accruals for commitments made in conjunction with the
merger, such as employee severance, funding charitable and community support contributions and commitments related to market power mitigation as
described further below. The Merger Agreement has been nnanimously approved by both companies’ Boards of Directors.

The merger is conditioned upon, among other things, approval by the shareholders of both companies, as well as expiration or termination of any
applicable waiting period under the Hart—Scott—Rodino Antitrust Improvements Act of 1976 and approval by the Federal Energy Regulatory Commission
(FERC), the Federal Communications Commission (FCC), the Nuclear Regulatory (NRC), the North Carolina Utilities Commission (NCUC), and the
Kentucky Public Service Commission (KPSC). Duke Energy and Progress Energy also are secking review of the merger by the Public Service Commission
of South Carolina (PSCSC) and approval of the joint dispatch agreement by the PSCSC. Although there are no merger—specific regulatory approvals
required in Indiana, Chio or Florida, the companies will continue to update the public services commissions in those states on the merger, as applicable and
as required. The status of regulatory approvals is as follows:

Federal Energy Regulatory Commission. On April 4, 2011, Duke Energy and Progress Energy, jointly filed applications with the FERC for the
approval of the merger, the Joint Dispalch Agreement and the joint Open Access Transmission Tariff {OATT). On September 30, 2011, the FERC
conditionally approved the merger, subject to approval of mitigation measures to address its finding that the combined company could have an
adverse effect on competition in wholesale power markets in the Duke Energy Carolinas and Progress Energy Carolinas East balancing authority
areas. On October 17, 2011, Duke Energy and Progress Energy filed their plan for mitigating the FERC's concems by proposing to offer on a daily
basis a certain quantity of power during summer and winter
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periods to the extent it is available after serving rative load and existing firm obligations. On December 14, 2011, the FERC issued an order rejecting
Duke Energy and Progress Energy’s proposed mitigation plan, finding that the proposed mitigation plans submitted by the companies did not
adequately address the market power issues. In a separate order issued December 14, 2011, the FERC dismissed the applications for approval of the
Joint Dispatch Agreement and the joint OATT without prejudice to the right to refile them if Duke Energy and Progress Energy decide to file another
mitigation plan to address the FERC's market power concems stated in the FERC’s September 30, 2011 order. On March 28, 2012, Duke Energy and
Progress Energy filed their revised mitigation plan with the FERC, The filing requests that the FERC issue orders approving the mitigation plan, the
Joint Dispatch Agreement and the joint OATT within 60 days of the filing, and ne later than June 8, 2012. In addition, to offering inferim firm sales of
capacity and energy during the summer and winter periods, Duke Energy and Progress Energy have planned seven permanent transmission upgrades,
estimated to cost 3110 million, that will increase the power import capabilities into the Progress Energy and Duke Energy North Carolina and South
Carolina service areas and enhance the competitive power supply options in the region, On April 13, 2012, the companies filed a response to a request
for additional information which was received from the FERC on April 10, 2012, Four participants to the proceedings filed comments before the
April 23, 2012 filing deadline, On May |, 2012, the companies filed a response to the comments with the FERC.

Nerth Caroling Utilities Commission, On April 4, 201 |, Duke Energy and Progress Energy filed a merger application and joint dispatch
agreement with the NCUC. On September 2, 2011, Duke Energy, Progress Energy and the NC Public Staff filed a settlement agreement with the
NCUC, Under the settlement agrecment, the companies will guarantee North Carolina customers their allocable share of $650 millien in savings
related to feel and joint dispatch of generation assets over the first five vears after the merger clases, continue community financial suppert for a
minimum of four years, contribute to weatherization efforts of low—income customers and workforce development during the first vear after the
merger closes and agree not to recover direct merger—related costs. A public hearing occurred September 20-22, 2011 and proposed orders and briefs
were filed November 23, 2011. Duke Energy is required by regulatery conditions imposed by the NCUC to file with the NCUC a thirty—day advance
notice ¢f certain FERC filings prior to filing with the FERC. Accordingly, Duke Energy filed advance notice of the revised FERC mitigation plan on
February 22, 2012. On May 8, 2012, Duke Energy and Progress Energy jointly filed a settlement agreement with the NC Public Staff at the NCUC
which addresses various merger—related issues including retail rate recovery of the costs associated with the mitigation of wholesale market power
and fuel savings associated with the Jeint Dispatch Agreement. The agreement is subject to the appraval of the NCUC, and is also contingent upon

the approval by the FERC, without material condition or change, of the market power mitigation proposal, as well as other various merger filings
currently under review at the FERC.

Public Service Commission of South Carolina. On April 25, 2011, Duke Energy and Progress Energy, on behalf of their utility companies
Duke Energy Carolinas and Progress Energy Carolinas, filed an application requesting the PSCSC to review the merger and approve the proposed
Joint Dispatch Agreement and the prospective future merger of Duke Energy Carolinas and Progress Energy Carolinas. On September 13, 2011, Duke
Energy and Progress Energy withdrew their application seeking approval for the future merger of their Carolinas utility companies, Duke Energy
Carolinas and Progress Energy Carolinas, as the merger of these entities is not likely to occur for several years after the close of the merger. Hearings
pecurred the week of December 12, 2011 and proposed orders and briefs were filed on December 20, 2011, Duke Energy Carolinas and Progress
Energy Carolinas committed at the hearing that, as a condition for the PSCSC approving the proposed Joint Dispatch Agreement, Duke Encrgy
Carolinas and Progress Energy Carolinas will give their South Carolina customers “most favored nations™ treatment, Thus, Duke Energy Carolinas’
and Progress Energy Carolinas’ South Carolina customers will receive pro rata benefits equivalent to those approved by the NCUC in connzction with
the NCUC’s review of the merger application. Duke Energy Carvlinas and Progress Energy Carolinas are awaiting a PSCSC order in this case.

Securities and Exchange Commission. On March 17, 2011, Duke Energy filed an initial registration statement on Form 54 with the
Securities and Exchange Commission {SEC) for shares to be issued to consummate the merger with Progress Energy. On July 7, 2011, the Form 5—4
was declared effective by the SEC, 2nd the joint proxy statement/prospectus contained in the Form S—4 was mailed to the shareholders of both
companies thereafter. On August 23, 2011, Duke Energy and Progress Energy shareholders approved the proposed merger. In addition, Duke Energy
sharcholders approved a 1—for—3 reverse stock split.

U.S. Department of Justice and the Federal Trade Commission. On March 28, 2011, Duke Energy and Progress Energy submitted
Hart-Scott—Rodino antitrust filings to the U.S. Department of Justice (DOJ) and the Federal Trade Commission (FTC), The 30 day notice penod_
expired without further action by the DOJ; therefore, the companies had clearance to close the merger on April 27, 201 1. This clearance is effective
for one year. On March 22, 2012, the companies filed new antitrust filings. The 30 day notice period expired without further action by the DOI;
therefore, the companies have clearance to close the merger.

Nuclear Regulatory Commission. On March 30, 2011, Progress Energy made filings with the NRC for approval for indirect transfer of control
of licenses for Progress Energy’s nuclear facilities to include Duke Energy as the ultimate parent corporation on these licenses. On December 2, 2011,

the NRC approved the indirect transfer of control of Progress Energy’s nuclear stations to include Duke Energy as the parent corporation of the
licenses.

Kentucky Public Service Commission. On April 4, 2011, Duke Enerey and Progress Energy filed a merger application with the KPSC. On
June 24, 2011, Duke Energy and Progress Energy filed a settlement agreement with the Attorney General. A public hearing occurred on July 8, 2011.
An order conditionally approving the meeger was issued on August 2, 2011, On September 15, 2011, Duke Energy and Progress Energy filed for
approval of a stipulation revising one of the merger conditions contained in the KPSC order. On October 28, 2011, the KPSC issued an order
approving the stipulation and merger and again required Duke Energy and Progress Energy to accept all corditions contained in the order, Duke
Erergy and Progress Energy filed their acceptance of those conditions on November 4, 2011.

Federal Communications Commission, On July 12, 2011, Duke Energy and Progress Energy filed an application with the FCC for approval of
radio system license transfers. The FCC approved the transfers on July 27, 2011. On Janvary 5, 2012, the FCC granted an extension of its approval
until July 12, 2012,

Mo assurances can be given as to the timing of the satisfaction of all closing conditions or that all required approvals will be received.

Prior to the merger, Duke Energy and Progress Energy will continue to opetate as separate companies. Accordingly, except for specific
references to the pending merger, the descriptions of strategy and outloek and the risks and challenges Duke Euergy faces, and the discussion and
analysis of results of operations and financial condition set forth below relate solely to Duke Energy. Details regarding the pending merger are .
discussed in Note 2 to the Condensed Consolidated Financial Statements, “Acquisitions and Dispositions of Businesses and Sales of Other Assets.
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RESULTS OF OPERATIONS

In this section, Duke Energy provides analysis and discussion of earnings and factors affecting earnings on both a GAAP and non—GAAP basis,

Management evaluates financial performance in part based on the non—~GAAP financial measure, adjusted sarnings and adjusted EPS, which is
measured as income from continuing operations after deducting income attributable to noncontrolling interests, adjusted for the impact of specia!l items and
the mark—to—matket impacts of economic hedges in the Commercial Power segment. Special items represent certajn charges and credits, which
management believes will not be recurring ox a regular basis, although it is reasonably possible such charges and credits could recur, Mark—to -market
adjustments reflect the mark—to—market impact of derivative contracts, which is recognized in GAAP earnings immediately as such derivative contracts do
not qualify for hedge accounting or regulatory accounting treatment, used in Duke Energy’s hedging of a partion of economic value of its generation assets
in the Commercial 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 commedities (e.g., cedl, 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 operating earnings until settlement better matches the
financial impacts of the hedge contract with the portion of economic value of the underlying hedged asset. Management belicves that the presentation of
adjusted earnings provides useful information to investors, as it provides them an additional relevant comparison of Duke Energy’s performance across
periods. Management uses this non—GAAP financial measure for planning and forecasting and for reporting results to the Board of Directors, employees,
shareholders, analysts and investors concerning Duke Energy’s financial performance. The most directly comparable GAAP measure for adjusted earning is

fiet income attributable to Duke Energy common shareholders, whish includes the impact of special items, the mark—to~market impacts of economic hedges
in the Commercial Power segment and discontinued operations.

EXECUTIVE OVERVIEW

The following table reconciles adjusted earnings to GAAP net income attributable to Duke Energy and adjusted EPS to GAAP EPS attributabie to
Duke Energy.

Three Mooths Ended March 34
2012 2011
T Bosi T For Sk

Total Adjusted Earnings 5 506 $ o038 3 521 $ 039
Economic Hedges (Mark—to—Market), net of tax 1 — ) _
Edwardsport Impairment, net of tax (268) (0.20) — —
Voluatary Opportunity Plan Deferral, net of tax &0 0.04 — —
Costs to Achieve Progress Energy Merger, net of tax (6) — M (0.01}
Income from Discontinued Operations, net of tax 2 — _ —
Net Income Attributable to Duke Energy 3 295 § 022 5 511 ¥ 038

Tor the three months ended March 31, 2012, adjusted earnings was $506 miliion, or $0.3% per shate, compared to adjusted earmings of $521 million or
$0.39 per share, for the same period in 2011. The dacrease as compared te the prior perfod was primarily due to:

»  Unfavorable weather across all jurisdictions, and
+  Lower non—regulated Midwest coal generation volumes and margin, net of capacity revenues.
+  Partially offset by the implementation of revised rates in North Carclina and South Carolina, and

= Favorable volumes and pricing in Brazil.

SEGMENT RESULTS

Effective with the first quarter of 2012, management began evaluating segment performance based on Segment Income. Segment Income is defined
as inceme from continuing operations net of income attributable to noncontrolling interests. Segment Income, as discussed below, includes intercompany
revenues and expenses that are eliminated in the Condensed Consolidated Financial Statements. In conjunction with management’s use of the new reporting
measure, ceTtain governance costs that were previously unallocated have now been allocated to each of the segmenis. [n addition, direct interest expense and
income taxes are included in segment income. Prior year financial information has been recast to conform ta the current year presentation. None of these
changes impacts the reportable operating segments or the Duke Energy Registrants’ previously reported consolidated revenues, net income or EPS.

See Note 3 to the Unaudited Condensed Consolidated Financial Statements, “Business Segments,” for a discussion of Duke Energy’s segment
structure.
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Duke Energy’s segment income ruay not be comparable to a similarly titled measure of another company because other entities may not calculate

segment income in the same manner. Segment income is sumtnarized in the following table, and detailed discussions follow,

Segment Income by Business Segment

USFE&G
Commercial Power
International Energy

Total Reportable Segment Income
Other

Discontinued Operations

Met Income Attributable to Duke Energy

USFE&G
USFE&G includes the regulated operations of Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana.

(&
()

(e

Operating revenues
Operating expenses
Gains on sales of other assets and other, net

Operating income
Other income and expenses, net
Interest expense

Income before income taxes
Income tax expense

Segment income

(2)
Duke Energy Carolinas® GWh sales am
Duke Energy Midwest’s GWh sales™
Net proportional MW capacity in eperation

Gigawatt—hours (GWh).

(c)

Duke Energy Ohio (Ohio transmission and distribution only), Duke Energy Indiana and Duke Energy Kentucky, collectively referred to as Duke

Energy Midwest within this USFE&G segment discussion.
Megawatt (MW).
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—Jhree Months Ended March 31,

Increase
2012 ALl
(in millions)

§136 £341 5 (205
31 49 (18)
142 128 14
309 518 (209)
{16) )] )]
2 2
5295 £511 5 (216)

————Three Mouths EodedMarch 31,

Increase
200
(in milllons)

$ 2,668 $ 2,683 3 {15
2,382 2,08} 301

4 —_ 4
290 602 (312)

62 62 -—

146 140 i
206 524 (318)
70 183 (113)
5 136 5§ 341 § (205
19,461 20,584 (1,123}
14,323 14,772 {44%)
27471 26,869 602
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The following table shows the percent changes in GWh sales and average number of electric customers for Duke Energy Carolinas and Duke Energy

Midwest for the three months ended March 31, 2012, compared to the same period in the prior year, Except as atherwise noted, the below percentages
represent billed sales only for the period presented and are not weather normalized.

Three Months Ended Three Manths Eaded
—nlarch 312012 —March 31,2012

Increase (decre%e) over prior year
Residential sales @ (14.09%% (12.0)%
General servicera§ales (1.5)% (4.8)%
Industrial sales 1.9% 2.2%
Whalasale Rpwer sales - {(18.6Y% (3.6%
Total sales (5.5% (3.0¥»
Average number of customers 0.5% 0.5%

(a) Major components of retail sales,

(b)  Consists of all components of sales, including all billed and unbilled retajl sales, and wholesale sales to incorporated municipalities and to public and

private utilities and power marketers.

Three Months Ended March 31, 2012 as Compared to March 31, 2011

Operating Revenues. The decrease was driven primarily by:

An $84 million decrease in electric and gas sales to retail customers due to unfavorable weather conditions in 2012 compared to the same
period in 2011, For the Carolinas, heating degree days for the first quarter of 2012 were 25% below normal as compared te 3% above normal

during the same peried in 2011. For the Midwest, heating degree days for the first quarter of 2012 were 28% below normal as compared to 3%
above normal during the same period in 2011; and

A 310 million decrease in fuel reverues (including emission allowances) driven primarily by decreased demand from electric retail customers
in 2012 compared to the same peried in 2011 mainly due to unfavorable weather conditions, and lower demand and fuel rates in Ohio and
Kentucky from natural gas retail customers, partially offset by higher fuel rates for electric retail custamers, and higher purchased power

revenues in Ohio collected under the new ESP, and higher purchased power revenues in Indiana. Fuel revenues represcnt sales to retail and
wholesale customers.

Partially offsetting these decreases was:

.

A 378 million increase in net retail pricing and rate riders primarily due to new retail rates resulting from the 2011 Morth Carolina and South
Carolina rate cases in the first quarter of 2012, and revenues recognized for the energy efficiency program.

Operating Expenses. The increase was driven primarily by:

A $420 million increase due to a 2012 impairment and other charges related to the Edwardsport integrated gasification combined cycle (IGCC)

plant that is currently under construction. See MNote 4 to the Unaudited Condensed Consolidated Financial Statements, “Regulatory Matters,” fot
additional information; and

A $21 million increase in depreciation and amortization due primarily to placing additional plant in service.

Partially offsetting these increases were:

A $125 million decrease in operating and maintenance expenses primarily due to the establishment of regulatory assets in the first quarter of
2012, pursuant to regulatory orders, for future recovery of certain employee severance costs related to the 2010 voluntary severance plan and

other costs, lower outage costs at nuclear generation stations, and lower storm costs, partialty offset by increased costs associated with the
energy efficiency program; and

A $17 million decrease in fuel expense (including purchased power and natural gas purchases for resale) primarily related to lower volume of
coal used in electric peneration resulting from unfavorable weather conditions and lower coal-fired generation due to low natural gas prices,
lower prices for natural gas used in electric generation, and lower natura! gas volumes and prices to full-service retail gas customers, partially
offset by higher purchases of power in Ohio s a result of the new Ohio ESP, higher volumes of natural gas used in electric generation, higher
purchases of power in Indiana (reflective of favorable market prices), and higher coal prices.

Income Tax Expense. [ncome tax expense for the three months ended March 31, 2012 decreased $113 million compared to the same period in 2011.
The decrease is primarily due to the decrease in pretax income. The effective tax rate for the three months ended March 31, 2012 and 2011 was 34.2% and

34.9%, respectively.

Segment Income. As discussed above, the decrease resulted primarily from the 2012 impairment and other charges related to the Edwardsport IGCC
plant, unfavorable weather, and increased depreciation and amortization. These negative impacts were partially offset by a decrease in operating and

maintenance expenses decreased income taxes, and higher net retail pricing and rate riders.

Muatters Impacting Future USFE&G Results

Resuits of USFE&G are impacted by the completion of its major generation fleet modermnization projects. See Note 4 to the Condensed Consolidated
Financta] Statements, “Regulatory Matters,” for a discussien of the significant increase in the estimated cost of the 618 MW IGCC plant at Duke Enetgy
Indiana’s Edwardsport Generating Station (Edwardsport IGCC). Additional updates to the cost estimate could vcour through the completion of the plant in
2012. Phase I and Phase II hearings concluded on January 24, 2011 2. On April 30, 2012, Duke Energy Indiana entered into a settlement
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agreement with c_ertain intervenors on the construction cost increase which resulted in the recognition of 4 $420 million pre—tax charge to earnings. The
agreement is subject to approval by the [URC and the settling parties have requested that schedule be set to hear evidence in support of the settlement
agreement, which could allow for an JURC order as 2arly as the summer of 2012. Duke Energy Indiana is unable to predict the uitimate outcome of these

proceedings. In the event the IURC disallows a portion of the remaining plant costs, including financing costs, or if cost estimates for the plant increase,
additional charges to expense, which could be matenial, could occur.

Duke Energy Carolinas plans to file rate cases in North Carelina and South Carolina during 2012. Duke Energy Ohio plans to file electric

transmission and distr_ibut_ion and gas rate cases in 2012. These planned rates cases are needed to recover investments in Duke Energy’s ongoing
infrastructure modernization projects and operating costs,

Commercial Power

Operating revenues
{perating expenses

Three Months Ended
_Mareh 31

Increase
Al 2011 3
(in miltions)

$ 530 $ 644 § (60

530 564 &L
(Gains on sales of other assets and other, net — 2 (2}
Operating income 50 82 (32)
{Jther income and expenses, net ’ 8 3 —
Interest expense 19 24 (%)
{ngome before income taxes ‘ kD 66 27N
Income tax expense 8 17 %)
Segment income L I} | 3 45 $ {18)
Actual coal—fired plant production, GWh 4,068 4,691 (623)
Actual gas—fired plant production, GWh 4,583 2,709 1,874
Actual renewable plant production, GWh 998 897 101
Net proportional MW capacity in operation 7,691 8,272 {5801)

Three Months Ended March 31, 2012 as Compared to March 31, 2011

Operating Revennes. The decrease was driven primarily by:

A $64 million decrease in eleetric revenues from the coal—fired generation assets driven primarily by the expiration of the 2009-201t ESP
which dedicated Commercial Power’s coal—fired generation to Duke Energy Ohio’s retail customers, partially offset by the coal-fired
generation assets participating in the PYM Interconnection, LLC (PIM) wholesale energy market effective Janvary 2, 2012,

A 548 million decrease in electric reveaues from Duke Energy Retail Sales, LLC (Duke Energy Retail) resulting from lower volumes and
unfavorable pricing; and

A $23 million decrease in electric revenues from Duke Energy Generation Services, Inc. (DEGS), excluding renewables, due primarily to the

termitation of certain operations at the end of the first quarter of 2011 and a reduction of caal sales volumes as a result of lower natural gas
prices.

Partially offsetting these decreases were:

A 523 million increase in electric revenues from the gas—fired generation assets driven primarily by increased volumes as a result of lower
natural gas prices;

A $21 million increase primarily due to PIM capacity reverues asseciated with the move of the coalfired generation assets from MISO to P
in 2012, net of 2 decrease related to lower average cleared auction pricing in 2012 compared to 2011 for the gas—fired generation assets; and

A 519 million increase from higher avuction volumes.

Operating Expenses. The decrease was driven primarily by:

A §20 million decrease in DEGS, excluding renewables, fuel used due primarily to the termination of certain operations at the end of the first
guarter of 2011 and from lower natural gas prices;

A $20 million decrease in operating expenses resulting primarily from lower 2012 transmission costs and prior year outages;
A $14 million decrease in purchased power to serve Duke Energy Retail customers; and

A $6 million decrease in fuel expenses from the gas—fired generation assets driven by lower natural gas costs.

Partially offsctting these decreases were:

A §17 million increase in purchased power to serve auctions; and

A 12 million increase in fuel expenses from the coal—fired generation assets driven by higher purchased power costs, partially offset by lower
coal costs.
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freceme Tax Expense. Income tax expense for the three months ended March 31, 2012 decreased $9 million compared to the same period in 2011.
The decrease is primarily due to the decrease in pretax income. The effective tax rate for the three months ended March 31, 2012 and 2011 was 19.3% and
25.9%, respectively. The decrease in the effective tax rate is primarily due to the decrease in the pretax income.

Segment Income. As discussed above, the decrease is primarily attributable to lower revenues driven by the expiration of the 2009-2011 ESP and the

impact competitive market dispatch for the Duke Energy Ohio coal—fired assets offset by higher PJM capacity revenues and favorable earnings from the
gas—fired generation assets.

Matters Impacting Future Commercial Power Results

Commercial Powet’s gas—fired non-regulated generation assets earn capacity revenues from PJM. PJM capacity prices are determined through an
auction process for planning years from June through May of the following year and are conducted approximately three years in advance of the capacity
delivery pericd. Capacity prices, for periods beginning June 2011 and continuing through May 2014 will be significantly lower than current and historical
capacity prices. As a result, Commercial Power's operating révenues and segment income will be negatively impacted through 2014,

Commercial Power is focused on growing its non—regulated renewable energy portfolio. Results for Commercial Power are dependent upon
completion of renewable encrgy construction projects and tax credits from renewable energy production and project investments, Failure of current

construction projects to reach commercial operation before the expiration of certain tax credit deadlines could have a significant impact on Commercial
Power’s results of operations.

International Energy

Three ¥onths Ended

March 31,
Increase
. (in millions)
Operating revenues 5 402 § 348 § 54
COperating expenses 245 211 34
Operating income 157 137 20
Otker inceme and expenses, net 34 39 (&)
Interest expense 16 16 —
Income hefore income taxes ) 195 180 15
Income tax expense 49 48 1
Less: Income attributable to noncontrolling interest 4 4 -
Segment Income : BT T T 23 § 128 $ 14
Sales, GWh , 5,074 4,787 287
Net proportional MW capacity in operation 4,231 4,192 39

Three Months Ended March 31, 2012 as Campared to March 31, 2011

Operating Revenues. The increase was driven primanly by:
« A 524 million increase in Central America due to increased dispatch, and higher average prices in Guatemala;
« A 52! million increase in Brazil as a result of higher volumes and average prices, partially offset by unfavorable exchange rates; and
« A 59 million increase in Peru as a result of higher average prices and hydrocarbon sales.

Operating Expenses, The increase was driven primarily by:

A $30 million increase in Central America primarily due to higher fuel and coal consumption as a result of higher dispatch;

Other Income and Expenses, net. The decrease was primarily driven by the absence of a prior year Peru arbitration award of 520 million, pactially

offset by higher equity earnings at National Methanol Company (NMC) as a result of higher methyl tertiary butyl ether (MTBE) prices and volumes, net of
higher butane costs.

Segment Income. As discussed above, the increase was primarily due to higher average prices and volumes in Brazil and Peru, and higher equity
eamnings at NMC, partially offset by the absence of an arbitration award in Peru, and unfavorable exchange rates in Brazil.
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Other

Three Months Ended

Increase
2012 2011
(in millions)

Cperating revenues § 15 311 5 4

Cperating expenses 16 26 (1
{Losses) gains on sales of other assets and other, net . 4 }] 8 (%)
Operating loss @ N 5
Other income and expenses, net 5 22 )]
Interest expense 43 39 4
Income before income taxes (40) 24) (16}
Income tax benefit 24) (L5} (3
Less: Loss attributable to noncontrolling interest o (2) 2

Segment Loss 5(16) $ (7 3 {9}

Three Months Ended March 31, 2012 as Compared to March 31, 2011

Operating Expenses. The decrease was driven peimarily by lower costs related to the proposed merger with Progress Energy and favorable loss
experience at Bison Insurance Company Limited (Bison).

(Losses} Gains on Sales of Other Assets and Other, Net. The decrease is attributable primarily to the final settlement of the sale of a 50% ownership
interest in DukeNet Communications, LLC (DukeNet), in the prior year.

Other Income and Expenses, net. The decrease was driven primarily by higher interest income recorded in 2011 following the resolution of certain
income tax matters related to prior years and prior year net gains on sales of miscellaneous investments.

Income Tax Benefit Income tax benefit for the three months ended March 31, 2012 increased $9 million compared to the same period in 2011. The

increase is primarily due to the decrease in pretax income. The effective tax rate for the three months ended March 31, 2012 and 2011 was 59.9% and
63.0%, respectively.

Segment Loss. The increase was due primarily to a prior year final settlement related to the sale of a 50% ownership interest in DukeNet, favorable
tax resolutions in 2011 and current year impairments.

Matters Impacting Future Other Results

Duke Energy previously held an effective 50% interest in Crescent, which was a real estate joint venture formed by Duke Energy in 2006 that filed
for Chapter 11 bankruptcy protection in June 2009. On June 9, 2010, Crescent restructured and emerged from bankruptcy and Duke Energy forfmted its
entire 50% ownership interest to Crescent debt holders. This forfeiture caused Duke Energy to recognize a loss, for tax purposes, on its interest in the
second quarter of 2010. Although Crescent has reorganized and emerged from bankruptcy with creditors owning all Crescent interest, there remains
uncertainty as ta the tax treatment associated with the restructuring. Based on this uncertainty, it is possible that Duke Energy could incur a future tax

{iability related to the tax losses associated with its partnership interest in Crescent and the resalution of issues associated with Crescent’s emergence from
bankruptcy.
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Duke Energy Carolinas
INTRODUCTION

Management’s Discussion and Analysis should be read in conjunction with Duke Energy Carclinas’ Unaudited Condensed Consclidated Financial
Statements.

Duke Energy Carolinas, a wholly owned subsidiary of Duke Energy, is an electric utility company that generates, transmits, distributes and sells
electricity in North Carolina and South Carolina.

BASIS OF PRESENTATION

The results of operations and variance discussicn for Duke Energy Carolinas is presented in a reduced disclosure format in accordance with General
Instruction H{2) of Form 10-Q.

Three Months Ended
March 31
Increase
amz 201

(in milliens)
Operating revenues $1,501 81,552 § (51}
Operating expenses 1,029 1,189 (160}
(Gains on sales of other assets and other, net 3 — 3
QOperating income 475 363 112
Other income and expenses, net 39 42 3)
[nterest expense 97 89 8
Income beforg income taxes ‘ : 417 316 101
[ncome tax expense 151 111 40
Net income ‘ ' $ 266 § 205 5§ 6l

The $61 million increase in Duke Energy Carolinas' net income for the three months ended March 31, 2012 compared to March 31, 2011 was
primarily due to the fallowing factars:

Operating Revenues. The decrease was primarily due to:

< An %85 million decrease in fuel revenues driven primarily by decreased demand from retail customers mainly due ro unfavorable weather

conditions, partially offset by higher fuel rates in both North Carolina and South Carolina. Fuel revenues represent sales to retail and wholesale
customers; and

o A 358 million decrease in retail revenues due to unfavorable weather conditions, The number of heating degree days for the first quarter of

2012 was 25% below normal as compared to 3% ubove normal in 2011, The first quarter of 2012 was the mildest on record (dating back to
1961).

Partially offsetting these decreases were:

+  An 581 miilion increase in net retail pricing and rate riders primarily due to new retail rates resulting from the North Carolina and South
Carolina rate cases in the first quarter of 2012, and revenues recognizad for the energy efficiency programs primarily due to a favorable
adjustment following a South Carolina rate order; and

«  An 58 million increase in weather adjusted sales volumes to customers primarily due to an extra day of revenues for leap year in 2012,
Operating Expenses. The decrease was primarily due to:

+ A 5105 million decrease in operating and maintenance expenses primarily due to the establishment of regulatery assets in the first quarter of

2012, pursuant to regulatory orders, for future recovery ot certain employee severance costs related to the 2011 voluntary severance plan and
other costs; and

An 589 million decrease in fuel expense (including purchased power) primarily related to lower volume of coal used in electric generation due
to lower demand based on unfavorable weather conditions and lawer coal—fired generation due ta low natural gas prices.

Partially offsetting these decreases was:

A $27 million increase in depreciation and amortization expense primarily due to placing additional plant in service and amortization of certain
reguiatory assets.

Income Tax Expense. Income tax expense for the three months ended March 31, 2012 increased $40 million compared to the same period in 2011.
The increase in income tax expense is primarily due to an increase in pretax income. The effective tax rate for the three months ended March 31, 2012 and
2011, was 36.3% and 35.1%, respectively, The increase in the effective tax rate is primarily due to the increase in pretax income and a decrease in
allowance for funds used during construction {AFUDC) in 2012,

Matters Impacting Future Duke Energy Carglinas Results

Duke Energy Carolinas plans to file rate cases in North Carolina and South Carolina during 2012. These planned rates cases are needed to recover
investments in Duke Energy Carolinas’ ongoing infrastructure modernization projects and operating costs. Duke Energy Carolinas’ eamings could be
adversely impacted if these rate cases are denied or delayed by either of the state regulatory commussions,
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Duke Energy Ohio
INTRODUCTION

Management’s Discussion and Analysis should be read in conjunction with Duke Energy Ohio’s Unaudited Condensed Consolidated Financial
Statemenis.

Duke Energy Chio is an indirect wholly owned subsidiary of Duke Encrgy. Duke Energy Ohio’s principal lines of business inctude generation,
transmission and distribution of electricity, the sale of and/or transportation of natural gas, and enetgy marketing in parts of Ohio, Tiirois and Pennsylvania,

BASIS OF PRESENTATION

The results of operations and variance diseussion for Duke Energy Ohio is presented in a reduced disclosure format in accordance with General
Instruction H{2) of Form 10-Q.

Three Months Ended

Margh 31
Increase
2012 2011,
. . . (in millions)

Operating revenues ‘ $912 3879 3 33
Operating expenses 775 746 29
(Gains (losses) on sales of vther assets and other, net 1 2 ty
Operating income 138 135 3
Other income and expenses, net 4 5 (D
Interest expense 24 24 -
Income before income taxes . 118 118 2
[ncome tax expense 44 43 1
Met income $ 74 §73 5 1

The 31 million increase in Duke Energy Ohio’s net income for the three months ended March 31, 2012 compared to March 31, 2011 was primarily
due to the following factors:

Operating Revenues. The increase was primarily driven by:

+ A 338 million increase in regulated fuel revenues driven primarily by higher purchased power revenues collected under the new Ohio ESP
which became effective January 1, 2012, partially offset by reduced gas sales volumes and lower natural gas costs;

+ A $34 million increase in net mark-to—market revenues on ron—qualifying power and capacity hedge contracts, consisting of mark—to—market
gains of $34 million in 2012 compared to no gains in 2011;

= A $23 million increase in electric revenues from the gas—fired peneration assets driven primarily by increased volumes as a result of lower
natural gas prices; and

« A 321 million increase primarily dus to PIM capacity revenues associated with the move of the coal—fired generation assets from MIS0 to PTM
in 2012, net of a decrease related to lower average cleared auction pricing in 2012 compared to 2011 for the gas—fired generation assets.

Partially offsetting these increases were:

+ A 359 million decrease in electric revenues from the coal-fired generation assets driven primarily by the expiration of the 2009-2011 ESF,
partially offset by the coal—fired generation assets participating in the PJM wholesale energy market;

+ A $15 million decrease in retail revenues related 1o unfavarable weather conditions in 2012 compared to 2011; and
» A §7 million net decrease in retail revenues related to rate riders due to various factors, including changes in the rates reflected in the riders.
Operating Expenses. The increase was primarily driven by:

» A $34 million increase in regulated fuel expense and purchased power driven primarily by higher purchased power expense as a result of the
new Ohio ESP, partially offset by reduced sales volumes and lower natural gas costs; and

+ A 317 million increase (n fuet expenses from the coal-fired generation assets driven by higher ¢oal costs,
Partially offsetting these increases were:

+ A 314 million decrease in operating and maintenance expenses tesulting primarily from prior year outages and higher 2011 regulatory asset
amortization, and :

» A $6 million decrease in fuel expenses from the pas—fired generation assets driven by lower natural gas costs,

Matters Impacting Future Duke Energy Ohio Resuits

Duyke Energy Ohio’s gas—fired non-regulated generation assets eam capacity revenues from PJM. PJM capacity prices are determined through an
auction process for planning years from June through May of the following year and are conducted approximately three years in advance of the capacity
delivery period. Capacity prices, for periods beginning June 2011 and continuing through May 2014 will be significantly lawer than current and historical
capacity prices. As a result, Duke Energy Ohio’s operating revenues and net income will be negatively impacted through 2014,

Duke Energy Ohio plans to file electric transmission and distribution and gas rate cases in 2012, These planned rates cases are needed to recover
capital investments and operating costs.
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Duke Energy Indiana
INTRODUCTION

S Management’s Discussion and Analysis should be read in conjunction with Duke Energy Indiana’s Unaudited Condensed Consolidated Financial
tatements.

Duke Energy Indiana is an indir_ectlwholly owned subsidiary of Duke Energy. Duke Energy Indiana is an electric utility company that generates,
transmits, distributes and sells electricity in north central, central and southern Indiana,

BASIS OF PRESENTATION

The results of operations and variance discussion for Duke Energy Indiana is presented in a reduced disclosure format in accordance with General
Instruction H(2) of Form 10-Q,

Three Months Ended
Inerease
2012 2011 )
{in millions

Operating revenues $ 688 56519 - & 29
Operating expenses 960 529 431
Operating (loss} income (272) 130 {402)
Other income and expenses, net 23 23 —
Interest expense 34 36 2)
(Loss) income before income taxes (283) L7 (400}
Income tax (benefit) expense ‘ (116) 41 (157)
Net {loss) income $(167) £ 76 $ 0 (243)

The $243 million decrease in Duke Energy Indiana’s net income for the three months ended March 31, 2012 compared to March 31, 20t 1 was
primarily due to the following factors:

Operating Revenues, The increase was primarily due to:

A $37 million increase in fuel revenues (including emissions allowances) primarily due to an increase in fuel rates as a result of higher fuel and
purchased power costs; and

» A $9 million increase in rate pricing due to the positive impact on overal] average prices of lower sales volumes.
Partially offsetting these increases were:

«  An$!1 million decrease in retail revenues related to unfavorable weather conditions in 2012 compared to 2011; and

» A $6 million decrease in revenues related to rate riders due to various factors, including changes in the rates reflected in the riders.
Operating Expenses. The increase was primarily due to:

« A %420 million increase due to a 2012 impairment ané other charges related to the Edwardsport FGCC plant that is currently under construction.
See Note 4 to the Unaudited Condensed Consolidated Financial Statements, “Regulatory Matters,” for additional information; and

» A $36 million increase in fuel costs primarily due to higher purchases of power (reflective of favorable market prices); partially offset by
decreased generation cost at coal plants due to lower generation levels.

Partially offsetting these increases were:

« A $21 million decrease in operation and mainterance primarily due to lower storm costs in 2012, and lower generation outage and maintenance
costs; and

+ A $4 million decrease in depreciation and amortization primarily due to lower regulatory amortization expense.

Income Tux (Benefit) Expense. Income tax (benefit) expense for the three months ended March 31, 2012 decreased $137 million compared to the
same period in 2011. The decrease in income tax (benefit) expense is primarily due to a decrease in pretax income. The effective tax rate, for the three
months ended March 31, 2012 and 2011, was 41.0% and 34.9%, respectively. The increase in the effective tax rate is primarily due to the decrease in pretax
(loss) income resulting from the 2012 impairment and other charges related to the Edwardsport IGCC project.

Matters Impacting Future Dike Energy Indiana Results

Results of USFE&G are impacted by the completion of its major generation fleet modemizatior projects. See Note 4 to the Condensed Consolidated
Financial Statements, “Regulatory Matters,” for a discussion of the significant increase in the estimated cost of the 618 MW IGCC plant at Duke Energy
Indiana’s Edwardsport IGCC plant. Additional updates to the cost estimate could oceur through the campletion of the plant in 2012. Phase I and Phase 11
hearings concluded on January 24, 2012. On April 30, 2012, Duke Energy Indiana entered into a settlement agreement with certain intervenors on the
construction cost increase which resulted in the recognition of a $420 million pre—tax charge to earnings. The agreement is subject to approval by the TURC
and the settling parties have requested that schedule be set to hear evidence in support of the settlement agreement, which could ailow for an TURC arder as
early as the summer of 2012, Duke Energy Indiana is unable to predict the ultimate outcome of these proceedings. In the event the IURC disallows a pertion
of the remaining plant costs, including financing costs, or if cost estimates for the plant increase, additional charges to expense, which could be material,
could occuf.
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PART
LIQUIDITY AND CAPITAL RESQOURCES

The following discussion of liquidity and capital resources is on a consolidated Duke Energy basis. Duke Energy’s significant cash requirements are
largely due to the capital intensive nature of its operations, including capital expansion projects, fleet medernization and other expeaditures for
environmental compliance. Duke Energy relies upon its cash flows from operations, as well as its ability to access the long—term debt and equity capital
markets for sources of domestic liquidity. Additionally, Duke Energy has access to unsecured revolving credit facilities, which are not restricted upon

general market conditions, as discussed further below.
Cash Flow Information

The following table summarizes Duke Enhergy’s cash flows for the three months ended:

March 31

{in millions}

Cash flows provided by (used in):

Operating activities 5 872 § 96l
Investing activities (1,180) {918)
Financing activities (731) (294}
Net decrease in cash and cash equivalents (1,039 (251}
Cash and cash equivalents at beginning of peried 2,110 1,670
Cagh and cash equivalents at end of period $ 107 $1.419

Operating Cash Flows. The following table summarizes key components of Duke Energy’s operating cash flows for the three months ended:

—March 31,
Mz 2001,
. (in millians)
Net income - £20 ° §$513
Non—cash adjustments to net income 836 600
Working capital . (263) (152)
Net cash provided by operating activities 3872 $ 96l

The decrease in cash provided by operating activities in 2012 as compared to 2011 was driven primarily by:

Traditional working capital decreased cash provided from operations, primarily due to increase in coal inventory of $130 million, majnly due to
milder weather and displaced generation due to low natural gas prices.

This inerease was partially offset by:

An increase in net income adjusted for non—cash and non—operating items in 2012 as compared to 2011.

Investing Cash Flows, The following table summarizes key components of Duke Energy’s investing cash flows for the three months ended:

March 31
2012 =201
(in millions)

Capital, investment and acquisition expenditures - §(1,04%) $(1,011)
Available for sale securities, net (127 (35)
Proceeds from sales of other assets, and sales of and collections on notes receivable 17 -3
Other investing items (27) 25
Net cash used in investing activities $(1,180) § (98

The increase in cash used in investing activities in 2012 as compared to 2011 was driven primarily by:

A $100 million decrease primarily as a result of the prior year sale of Windstream Corp. stock received in conjunction with the sale of
Q—Comm Corporation in December 2010,

« A $90 million increase in purchases of available for sale securities, net of proceeds, and

A $30 million increase in capital and investment expenditures due to Duke Energy’s ongoing infrastructure modernization program.

Financing Cash Flows. The following table summarizes key components of Duke Energy’s financing cash flows for the three months ended:

— DMarchdl,
A01L.
(in milllous)
Issuance of common stock related to employee benefit plans 3 8 5
Payments of long—term debt, net (429) (18)
Notes payable and commercial power 138 : 58
Dividends paid (335) . (331)
Ciher financing items : ()] ()]

Net cash used in investing activities (730 $(294)
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The increase in cash used in financing activities in 2012 as compared to 2011 was driven primarily by:

A 5410 million increase in payments for the redemption of long—term debt net of issuances primarily due to the timing of redemptions and
issuances between years, and

A 530 million decrease in proceeds from net issuances of notes payable and commercial paper, primarily due to the prior year increase in notes
payable to VIES,

Significant Notes Payable and Long—Term Debt Activities — 2012.

In March 2012, Duke Energy Indianalissued $250 million principal amount of first mortgage bonds, which carry a fixed interest rate of 4.20% and
mature March 15, 2042, Proceeds from the issuance were used to repay a portion of Duke Energy indiana’s outstanding short—term debt.

In January 2012, Duke Energy Carolinas used proceeds from its December 2011 $1 billion issuance of principal ameuat of first mortgage bonds to
repay $750 millien 6.25% senior unsecured notes that matured January 15, 2012,

Or April 4, 2011, Duke Energy filed a registration statement (Form S—3) with the Securities and Exchange Commission (SEC) to sell up ta $1 billien
(maximum of $500 millicn of notes outstanding at any particular time) of variable denomination floating rate demand notes, called PremierNotes. The notes
are offered on a continu¢us basis and bear interest at a floating rate per annum determined by the Duke Energy PremierNotes Committee, or its designee, on
a weekly basis, The interest rate payable on notes held by an investor may vary based on the principal amount of the investment. The notes have no stated
maturity date, but may be redeemed in whele or in part by Duke Energy at any time. The notes are non—transferable and may be redeemed in whole or in
part at the investor's option. Proceeds from the sale of the notes will be used for general corporate purposes, The balance as of March 21, 2012 and
December 31, 2011, is $126 million and $79 million, respectively. The notes reflect a short—term debt obligation of Duke Energy and will be reflected as
Notes Payable and Commercial Paper on Duke Energy’s Condensed Consolidated Balance Sheets.

Available Credit Facilities and Restrictive Debr Cavenants. In November 201 1, Duke Energy entered into a new $6 billien, five—year master credit
facility, with $4 billion available at closing and the remaining $2 billion available following successful completion of the proposed merger with Progress
Energy. This $2 billion commitment expires on July 8, 2012, The Duke Energy Registrants each have bormowing capacity under the master credit facility up
to specified sublimits for each borrower. However, Duke Energy has the unilateral ability at any time to increase or decrease the borrowing sublimits of
each borrewer, subject t0 4 maximum sublimit for each borrower. See the table below for the borrowing sublimits for each of the borrowers as of March 31,
2012. The amount available under the master credit facility has been reduced, as indicated in the table below, by the use of the master credit facility ta

backstop the issuances of commercial paper, letters of credit and certain tax—exempt bonds. As indicated, borrowing sub limits for the Subsidiary
Registrants are also reduced for amounts outstanding under the money pool arrangement.

Master Credit Facility Summary as of March 31, 2012 (in millions) @™

Duke
Duke Energy Energy Duke Energy Duke Energy
(@ . . —{Parent) =~ Carolinas —Ghia —lodians —Total
Facility Size ! b 1,250 $.1,250 $ 750 b 750 54,000
Less: ,
Notes Payable and Commercial Paper'” (55) {300) (150) (505)
Outstanding Letters of Credit ) (39 (7 _ — (46)
Tax—-Exempt Bonds — (95) (84) (&N (260)
Available Capacity ¥ 1,156 $ 843 $ 666 S 519 $3,189

@} This summary cnly includes Duke Energy’s master credit facility and, accordingly, excludes certain demand facilities and committed facilities that
are immaterial in size or which generally support very specific requirements, which primatily include facilities that backstop various outstanding
tax—exempt bonds, These facilities that backstop various outstanding tax—exempt bonds generally have non-cancelable terms in excess of one year
from the balance sheet date, such that the Duke Energy Registrants have the ability to refinance such borrowings on a long—term basis. Accordingly,
such borrowings are reflected as Long—term Debt on the Condensed Consolidated Balance Sheets of the respective Duke Energy Registrant.

(b)  Credit facility contzins a covenant requiring the debt—to—total capitalization ratic to not exceed 63% for each borrower.

()  Represents the sub limit of each borrower at March 31, 2012, The Duke Energy Ohio sub limit includes $100 million for Duke Energy Kentucky.

(d} Duke Energy issued $450 million of Commercial Paper and loaned the proceeds through the money pool to Duke Energy Carolinas and Duke Energy
Indiana. The balances are classified as long—term borrowings within Long—term Debt in Duke Energy Carolinas’ and Duke Energy Indiana’s
Condensed Consolidated Balance Sheets. Duke Energy holds an additional $55 million of Commercial Paper as of March 31, 2012, The balance is
classified as Notes payable and commercial paper on Duke Energy’s Condensed Consolidated Balance Sheets.

Restrictive Debt Covenants, The Duke Energy Registrants’ debt and credit agreements contain various financial and other covenants. Failure ta
meet those covenants beyond applicable grace periods could result in accelerated due dates and/or termination of the agreements. As of March 31,2012,
¢ach of the Duke Energy Registrants was in compliance with all covenants related to its significant debt agreements. [n 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 significant debt or credit agreements contain material adverse change clauses.
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Other Issyes

Global Climate Change. For information on global climate change and the potential impacts on Duke Energy, see “Other Issues” it “Management’s

Discussion and Analysis of Financial Condition and Results of Operations™ ir. Duke Energy’s Annual Report on Form 10-K for the year ended
December 31, 2011.

Merger with Progress Energy Inc, See Note 3 to the Unaudited Condensed Consolidated Financial Statements, “Acquisitions and Sales of Other
Assets” for information related to Duke Energy's pending merger with Progress Energy, Inc,

Qff-Balance Sheet Arrangements

The following discussion of off balance sheet arrangements and contractual obligations is on a consolidated Duke Energy basis, During the three
months ended March 31, 2012, there were no material changes to Duke Energy’s off -balance sheet arrangements. For information on Duke Ensrgy’s
off-balance sheet arrangements, see “Off-Balance Sheet Arrangements” in “Management's Discussion and Analysis of Financial Condition and Results of
Operations” in Duke Energy’s Annual Report on Form 10K for the year ended December 31, 2011,

Contractual Obligations

Duke Energy enters into contracts that require cash payment at specified periods, based on specified minjmmum quantities and prices. During the three
months ended March 31 2012, there were no material changes in Duke Energy's contractual obligations. For an in—depth discussion of Duke Energy’s
contractual obligations, see “Contractual Obligations” and “Quantitative and Qualitative Disclosures about Market Risk” in “Management’s Discussion and
Analysis of Financial Condition and Results of Operations™ in Duke Energy’s Annual Report on Form 10-K for the year ended December 31, 2011.

New Accounting Standards

The following new Accounting Standards Updates (ASU) have been issued, but have not yet been adopted by Duke Energy, as of March 31, 2012:

ASC 210—Balance Sheet. In December 2011, the FASB issued revised accounting guidance to amend the existing disclosure requirements for
offsetting financial assets and liabilities to enhance current disclosures, as well as to improve comparability of balance sheets prepared under U.S. GAAP
and IFRS. The revised disclosure guidance affects all companies that have financial instruments and derivative instruments that are either offset in the
balance sheet {i.¢., presented on a net basis) or subject to an enforceable master netting and/or similar arrangement. In addition, the revised guidance
requires that certain enhanced quantitative and qualitative disclosures be made with respect to a company’s netting arrangements and/or rights of setoff
associated with its financial instruments and/or derivative instruments. For the Duke Energy Registrants, the revised disclosure guidance is cffective on a
retrospective basis for interim and annual periods beginning January 1, 2013, Duke Energy is currently evaluating the potential impact of the adoption of
this revised guidance and is unable to estimate at this time the impact of adoption on its consolidated results of financial pasition,

Subsequent Events
For information on subsequent events related to acquisitions and sales of other assets, regulatory matters, and commitments and contingencies see
Notes 2, 4, and 5 respectively, to the Unaudited Condensed Consolidated Financial Statements.

Item 3, Quantitative and Qualitative Disclosures about Market Risk

There have been no significant changes from the disclosures presented in Duke Energy’s Annual Report on Form 10-K for the year ended
December 3L, 2011. For an in—depth discussion of Duke Fnergy's market risks, see “Management’s Discussion and Analysis of Quantitative and
Quafitative Disclosures about Market Risk” in Duke Energy’s Annual Report on Form 10-K for the year ended December 31, 2011.
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PARTI

Item 4. Controls and Procedures. — I'uke Energy, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana
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 they file or submit under the Securities Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized, and reported,
within the time pericds specified by the Securities and Exchange Commission’s (SEC) rules and forms.

Disclosure centrols and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that information
required to be disclosed by the Duke Energy Registrants in the reports they file or submit under the Exchange Act is accumulated and communicated to
management, including the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, the Duke Energy
Registrants have evaluated their effectiveness of their disclosure controls and procedures (as such term is defined in Rule 13a-15(e) and 15d—15(e) under
the Exchange Act) as of March 31, 2012, and, based upon this evaluation, the Chief Exccutive Officer and Chief Financial Officer have concluded that these
controls and procedures are ¢ffective in providing reasonable assurance of compliance,

Changes in Internal Control over Financial Reperting

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, the Duke Energy
Registrants have evaluated changes in internal control aver {inancial reporting (as such term is defined in Rules 13a—15(f) and 13d-15(f) under the

Exchange Act) that occurred during the fiscal quarter ended March 31, 2012 and have concluded no change has materially affected, or is reasonably likely
to materially affect, internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1. Legal Praceedings,

For information regarding iegal proceedings that became reportable events or in which there were material developments in the first quarter of 2012,
see Note 4 to the Unaudited Condensed Consolidated Financial Statements, “Regulatory Matters” and Nate 5 to the Unaudited Condensed Consolidated
Financial Statements, “Commitments and Contingencies” under the heading “Litigation.”

Item 1A. Risk Factors.

In addition to the other information set forth in this report, careful consideration should be given to the factors discussed in Part 1, “Ttem 1A, Risk
Factors” in Duke Energy’s, Duke Energy Carclinas’, Duke Energy Ohio’s and Duke Energy Indiana's Annual Report on Form 10-K for the year ended
December 31, 2011, which could materially atfect the Duke Energy Registrants’ financial condition or future results.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Issuer Purchases of Equity Securities for First Quarter of 2012

There were no issuer purchases of equity securities during the first quarter of 2012,

Item 5. Other Infermation
I in S M

_ Effective with the first quarter of 2012, management began evaluating segment performance based on Segment Income. Segment [ncome, is defined
as income from continuing operations net of income attributable to noncontrolling interests. Segment Income as discussed below, wncludes intercompany
reverues and expenses that are eliminated in the Condensed Consolidated Financial Statements. In conjunction with management's use of the new reporting
measure, certain governance ¢osts that were previously unallocated have now been allocated to each of the segments. In addition, direct interest expense and

income taxes are included in segment income. Prior year segment profitability information has been recast to conform to the current year presentation. None

of these changes impacts the reportable operating segments or the Duke Energy Registrants’ previously reported consolidated revenues, net income or
eamings—per—share.

Through 2011, management evaluated segment performance based on earnings before interest and taxes from continuing operations (excluding
certain allocated corporate governance costs), after deducting expenses attributable to noncontrolling interests related to those profits (EBIT). On a segment
basis, EBIT excluded discontinued operations, represented all profits from continuing operations (both operating and non—operating) before deducting

interest and taxes, and was net of amounts agtributable ta noncontrolling interests related to those profits. Segment EBIT included transactions between
reportable segments.

The table below includes Duke Energy’s ald and new segment measures for the three most recently completed fiscal years.

Duke Energy
Years Ended December 31,
2011 2010 2009
0Old Measure Mew Meansure Qld Measure New Measure 01d Measare New Measuare
(@ EBIT Segment Income EBIT Segment Income EBIT Segment Income

USFE&G ® § 2,604 $ 1,182 b 2,966 3 1,263 3 2,321 b3 1,014
Commercial Power 225 133 (229) (342} 27 (139
International Energy 679 466 486 ‘ 302 365 232
Total Reportable Segments $ 3,508 b3 1,781 $ 3223 5 1,223 k] 2,713 ¥ 1,107
Other ' $  (261) & (76) S (25%) % 94 $ (251 - % (44)

(a) USFE&QG recorded pre—tax charges of 5222 million and $44 million during the years ended December 31, 2011, and 2010, respectively related to the
Edwardsport integrated gasification combined cycle (IGCC) plant that is currently under construction. . .

(t) During the year ended December 31, 2011, 2010, and 2009, Commercial Power recorded impairment charges of $79 million, 5660 million and $413
million, respectively.

Duke Energy Ohio

Years Ended December 31,

2011 2010 2009
0ld Measure Mew Measure Old Measure New Measure Old Measure Mew Measure
3 EBIT Segment Income EBIT Segment Income EBIT Segrent Income
FE&G® ® $ 327 % 133 0§ 1378 (75 s 28§ 110
Commercial Power 133 78 {262} (365) (352) (530)
Total Reportable Segments b3 460 b 211 ) (125) b - (440) $ (69} 3 (426)
Other - (80) b {17) £ {93) $ — ] (64) 3 -

(a) Inthe second quarter of 2010, FE&G recorded an impairment charge of $216 million related to the Qhio Transrnis_siqn and Distributﬁo_n reporting unit.
(h) During the year ended December 31, 20110, and 2009, Coemmercial Power recorded impairment charges of $621 millien and $769 million,
respectively,

Adoption of Revised Comprehensive Income Presentation Guidance

In June 2011, the FASB amended the existing requirements for presenting comprehensive income in financial statements primarily to increase the
prominence of items reported in other comprehensive income (OCT) and to facilitate the convergence of U.S. GAAP and IFRS. Specifically, the revised
guidance eliminates the option previously provided to present components of OCI as patt of the statement of changes in stockholders” equity. Accordingly,
all non—awner changes in stockholders’ equity are required to be presented either in a single continucus statement of comprehensive income or in two
separate but consecutive financial statements. For the Duke Energy Registrants, this revised guidance was effective on a retrospective basis for interim and
annual periods beginning January 1, 2012. The adopticn of this standard changed the presentation of the Duke Energy Registrants’ financial state!men'ts but
did not affect the calculation of net income, comprehensive income or eamings per share. The table below includes the Duke Energy Registrants revised
ather comprehensive income presentation for the three most recently completed fiscal years.
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PART 11
Duke Energy

Net income

Other comprehensive {loss) income, net of tax
Foreign currency transiation adj&gtments
Pension and OPEE)adjustmems
Net actuarial toss -
Net unrealized (foss) gain on cash flow hedges'® "
Reclassification into earnings from cash flow hedges (e
Unrealized gain (loss) on investments io auction rate securities
Uitrealized gain (loss) on investments in available for sale securi{;ies
Reciassification into earnings from available for sale securities .

0

Other comprehensive(loss) income, net of tax

Comprehensive income
Less: Comprehensive income aftributable to noncontrolling interests

Comprehensive income attributable to Duke Energy Corporation

{a) Netof$23 tax benefit in 2011, $150 tax expense in 2010 and 516 tax expense in 2009,

(b)  Netof 312 tax benefit in 2009,

(¢) Met of 331 tax benefit in 2011, $1 tax expense in 2010 and $1 tax expense in 2009,

{d) Netof$] tax expense in 2011, insignificant tax expense in 2010 and $10 tax expense in 2009,
(e) Netof 34 tax expense in 2011, $8 tax expense in 2010 and $4 tax benefit in 2009.

{fi) Metof33in tax expense in 2011 and $4 tax expense in 2009.

{g) Netof $2 tax benefit in 2011 and $2 tax expense in 2009,

Duke Energy Carolinas

Net income
Other comprehensive income, net of tax

Reclassification into eamings from cash flow hedges @
Unrealized gain (loss) on investments in auction rate securities

]
Other comprehensive income, net of tax
Comprehensive income

(a}  WNetof $2 tax expense in 2011, 2010 and 2009,
(b) Netof $5 tax expense in 2010 and $3 tax benefit in 2009,

Duke Energy Chio

Net income{loss)

Other comprehensive (loss) income,tﬂet of tax
Pension and OPEB adjusiments
Reclassification into eamings from cash flow hedges

5
Other comprehensive(loss) income, net of tax
Comprehensive incomie{loss)

(a) Metofinsignificant tax expense in 2011, 34 tax expense in 2010 and $1 tax expense in 2009.
{b) Netof 31 tax benefit in 2010 and $8 tax expense in 2009,

Duke Energy Indiana

Net income

Other comprehensive income, net of tax

Reclassification into eamings from cash flow hedgesm

Other comprehensive income, net of tax

Comprehensive income

—Xears Ended December 31 .
$1,714 $1,323 $1,08%

(149) 79 341
(49) 276 16
o — on
57) 1 1

4 3 18
8 14 (6)
4 — 8
(4) — (5)
(243) 373 372

1471 1,696 1457
I 2 28

$1,470 $1,694 $1.429

Years Ended December 31
2011 2016 2009
$834 $238 8702

3 11 —

$837 5849 $702

Years Ended December 31
5194 $(441)  $(426)

6 8 2)
_® ) 15

() 7 14

3188 3(434) 341D

Years Ended Decemper 3L
2001 oW 008
§l68 5285 5201
(1) ) 4y
40 ) 4y
5167 3283 §200



@)

Net of $1 tax benefit in 2011, 2010 and 2009.

92



PART 1
Ttem 4. Exhibits
(a)  Exhibits
Exhibits filed or furnished herewith are designated by an asterisk (*).

Exhihit Duke Energy Duke Energy Duke Energy
DukeFpergy  _ Carolings  — Ohin .. __ Indians

*12 Computation of Ratio of Earnings to Fixed Charges X

*31.1 Certification of the Chief Executive Officer Pursuant to Section 302 of the X
Sarbanes—Oxley Act of 2002.

*31.2 Certification of the Chief Financial Officer Pursuant to Section 302 of the X
Sarbanes—Oxley Act of 2002,

*31.3 Certification of the Chief Executive Officer Pursuant to Section 102 of the X
Sarbanes—Oxley Act of 2002,

314 Certification of the Chief Financial Officer Putsuant to Section 302 of the X
Sarbanes—Oxley Act of 2002,

*31.5 Certification of the Chief Executive Officer Pursuant to Section 302 of the X
Sarbanes—Oxley Act of 2002.

*31.6 Certification of the Chief Financial Officer Pursuant to Section 302 of the X
Sarbanes—Oxley Act of 2002.

*31.7 Certification of the Chief Executive Officer Pursuant to Section 302 of the X
Sarbanes—Oxley Act of 2002.

*31.3 Certification of the Chief Financial Dfficer Pursuant to Sectipn 302 of the X
Sarbanes—Oxley Act of 2002.

*32.1 Certification Pursuant to 18 1J,5.C. Section 1350, as Adopted Pursuant to X
Section 506 of the Sarbanes—Oxley Act of 2002,

*32.2 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X
Section 906 of the Sarbanes—Oxley Act of 2002,

*323 Cerfification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X
Section 906 of the Sarbanes—Oxley Act of 2002,

*324 Certification Pursuant to 18 U.8.C. Section 1350, as Adopted Pursuant to X
Section 906 of the Sarbanes—Oxley Act of 2002.

*325 Certification Pursuant to 18 11.8.C. Section 1350, as Adopted Pursuant to X
Section 906 of the Sarbanes—Oxley Actof 2002. .

*32.6 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X
Section 906 of the Sarbanes—Oxley Act of 2002.

*32.7 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X
Section 906 of the Sarbanes—Oxiey Act of 2002.

*32.8 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X
Section 906 of the Sarbanes—Oxtey Act of 20012,

*o! Financials in XBRL Farmat. X X X X
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PART U

The total amount of securities of the registrant or its subsidiaries authorized under any instrument with respect to long—term debt not filed as an
exhibit does not exceed 10% of the total assets of the registrant and its subsidiaries on a consclidated basis. The registrant agrees, upon request of the
Securities and Exchange Commission, to furnish copies af any or all of such instruments to it.
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PART II
SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrants have duly caused this report to be signed on their behalf by the
undersigned thereunto duly anthorized.

DUKE ENERGY CORPORATION
DUKE ENERGY CAROLINAS, LLC
DUKE ENERGY QHIO, INC.

DUKE ENERGY INDIANA, INC.

Date; May 9, 2012 /sf Tayan T Gonn

Lynn J. Good
Chief Financial Officer

Date: May 9, 2012 /s StevEn K ¥

Steven K. Young
Senlor Vice President and Controller
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COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES — DUKE ENERGY CORPORATION

The ratio of earnings to fixed charges is caleulated using the Securities and Exchange Commission guidelines,

Earnings as defined for fixed charpes caleulation
Add: ®
Pretax income from continuing operations
Fixed charges
Distributed income of equity investees
Deduct: o)
Interest capitalized

Total eamings {as defined for the Fixed Charges calculation)
Fixed charges:

Interest on debt, including capitalized portions
Estimate of interest within rental expense

&)

Total fixed charges

Ratio of earnings fo fixed charges

Three
Months
Ended
March 31,

§ 35l
260
37

K}

3 619
§ 262
7

$ 269
23

$2.297
1,057
149

166
$3.337
$1,026

k]
$1,057

32

{a) Excludes amounts attributable to noncontrolling interests and income or loss from equity investees,

(b) Excludes the equity costs related to Allowanee for Funds Used During Censtruction that are included in Other Income and Expenses in the

Condensed Consolidated Statements of Operations.

Year Ended December 31,

2010

(dollars in millions)

$2,057
1,045
111

168

$3,085%
31,008
37

$1,045

3.0

$1,770
592

82

102
$2.642
$§ 853
39

$ 892

3.0

2008

$1,993
883
195

93

$2,978

$ 834
49
3 883

3.4

Exhibit 12

32,078
797
147

71

$2,951

3 756
41

5 797

17



EXHIBIT 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James E. Rogers, certify that:

1)
2)

3

4)

5)

I have reviewed this quarterly report on Form 10—Q of Duke Energy Corperation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances uader which such statements were made, not misleading with respect to the period covered by this
report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a -13(e) and 15d—15(e}) and internal control over financial reporting (as defined in Exchange Acts Rules 13a—15(fy and
15d—-15(f)) for the registrant and have:

a) Designed such disclosure contrels and procedures, or caused such disclasure controls and procedures to be designed under our supervision, to
ensure that material information relating ta the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this veport is being prepared;

by  Designed such internal control over financial reporting, o caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and pracedures, as of the end of the period covered by this report based an such evaluation; and

d}  Disclosed in this report any change in the registrant’s internal control over financial reperting that eccurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materizlly affected, or is reascnably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s} and I have disclosed, based an our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the andit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that invelves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: May 9, 2012

/s/  JAMES E. ROGERS
James E. Rogers

President and
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, certify that:

1)
2)

k)

4)

5)

[ have reviewed this quarterly report on Form 10-Q of Dul;:c Ernergy Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, ang for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures {as defined in

Exchange Act Rules 13a—15(e) and 15d—-15(g)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a—15(f) and
L5d—-15(f)) for the registrant and have:

a)  Designed such disciosure contrals and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, inchading its conselidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared,

b}  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasenable assurance regarding the reliability of financial reporting and the preparation. of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaiation; and

d}  Disclosed in this report any change in the registrant’s internal control over financiz! reporting that occurred during the registrant’s most recent
fiscal gquarter {the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s interna! control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal contral over ﬁnancial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal contrel over financial reparting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financia! informatiorn; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date; May 9, 2012

/s/ LYNNJ GOOD

Lynn J. Good
Group Executive and
Chief Financial Officer




EXHIBIT 31.3

CERTIFICATION OF THE CHIEF EXECUTIVE GFFICER
PURSUANT TO SECTION 302 OF THE SARBANES—OXLEY ACT OF 2002

[, James E. Rogers, certify that:

1
]

3)

4)

5

I have reviewed this quarterly report on Form 10~Q-of Duke Energy Carclinas, LLC;

Based on my knowledge, this report does not contain any unirue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, ot misleading with respect to the period covered by this
report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a—15{¢) ant 15d~15(e}) and internal control over financial reporting {as defined in Exchange Acts Rules 13a-15(f) and
15d-15(D)} for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its conselidated subsidiaries, is made known ta us by others within those
entities, particularly during the period in which this report {s being prepared;

b)  Desigped such internal control over financial reporting, or caused such internal control over finaneial reperting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial staterments for
external purposes in accerdance with generally accepted accounting principles;

¢)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal controt over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or pperation of internal contrel over financial reporting which are reasonably
likely ro adversely affect the registrant’s ability to record, process, summarize and report financial information; and

©)  Any freud, whether or not material, that involves management or other employees who have a significant role in the Tegistrant’s internal conirol
over financial reporting.

Date: May 9, 2012

/sf_JAMES E. ROGERS

James E. Rogers
Chief Executive Officer




EXHIBIT 31.4

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTICN 302 OF THE SARBANES—OXLEY ACT OF 2002

I, Lynn J. Good, certify that:

1)
2

L))

&y

3)

T have reviewed this quarcterly report on Form L0-Q of Duke Energy Carolinas, LLC;

Based on my knowledge, this report does not contain any unirue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
eport;

Based on my knowledpe, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure conteols and procedures (as defined in

Exchange Act Rules 13a—15(e) and 15d—15(e}) and internal control over financial reporting (as defined in Exchange Acts Rules 13a—15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures ro be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known o us by others within these
entities, particularly during the period in which this report is being prepared;

b}  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢} Evaluated the effectiveness of the registeant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s} and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors {or persons performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reparting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report ficancial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: May 9, 2012

fs/ _LYNNW I GOQD

Lynn J. Good
Chief Financial Officer




EXHIBIT 31.5

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES—OXLEY ACT OF 2002

I, James E. Rogers, certify that:

1)
2)

3)

4)

5

i have reviewed this quarterly report on Form 10—-(Q of Duke Energy Ohio, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
Teport,

Based on my knowledge, the financial statements, and other financial information included in this report, faitly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and 1 are responsible for establishing and maintaining disclosure controls and procedures {as defined in
Exchange Act Rules 13a—15(e) and 15d-15(¢)) and internal control over financial reporting {as defined in Exchange Acts Rules 13a~15(f) and
15d—15(f)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material informatior relating to the registrant, including its consolidated subsidiaries, is made knowa to us by others within those
entities, particularly during the period in which this report is being prepared;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed uader our
supervision, 1o provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢}  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the periad covered by this report based on such evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affact the registrant’s ability to record, process, sumamarize and report financial informatiow; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant rele in the registrant’s internal control
over financial reporting.

Date: May 9, 2012

/s _JAMES E. ROGERS

James E. Rogers
Chief Executive Officer




EXHIBIT 31.6

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES—OXLEY ACT OF 2002

[, Lynn J. Good, certify that:
1)  Ihavereviewed this quarterly report on Form 10—Q of Duke Energy Ohip, Inc.;

2)  Based on my knowledge, this report does not contain any unteue statement of a material fact or omit to state a material fact necessary to make the
staterneats made, in light of the circumstances under which such statements wers made, not misleading with respect to the period covered by this
report;

3)  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4)  The registrant’s other certifying officer{s) and [ are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a—15(e) and 15d—15(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a—15(f) and
15d—15{f}) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and precedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known te us by others within those
entitigs, particularly during the period in which this report is being prepared;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that oceurred during the registrant’s most recent
fiscal quaster (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s intemal control over financial reporting; and

5)  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditars and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)  Allsignificant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reagonably
likely to adversely affect the registrant’s ability to tecord, process, summarize and report financial information; and

by Any fraud, whether or not material, that involves management ot othet employess who have a significant Tole in the registrant’s infernal control
over financial reporting.

Date: May 9, 2012

/sf  LYNNJ GOOD

Lynn J. Good
Chief Financial Officer




EXHIBIT 31.7

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James E. Rogers, certify that:

1Y)
2)

3

4

3}

I have reviewed this quarterly report on Form 10-Q of Duke Energy Indiana, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer{s) and [ are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a—15(2) and 15d~15(¢)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a—15(f) and
15d—-15({f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b}  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting princinles;

¢)  Evaluated the effectiveness of the registrant’s disciosure conltrols and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d}  Disclosed in this report any change in the registrant’s intemal control over financial reperting that occurred during the registrant’s most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially aftect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of {nternal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant’s beard of directors {or persons peforming the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operatien of internal contral ever financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, sumamarize and seport financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: May 9, 2012

/st JAMES E. ROGERS

James E. Rogers
Chief Executive Officer




EXHIBIT 31.8

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, centify that:

D]
2)

3}

4)

5

1 have reviewed this quarterly repart on Form 10—Q of Duke Energy Indiana, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misteading with respect to the period covered by this
report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The cegistrant’s other certifying officer(s) and [ are responsible for establishing and maintaining disclosure conteols and procedures (as defined in

Exchange Act Rules 13a—15(e) and 15d—-15(e}) and internal control over financial reporting (as defined in Exchange Acts Rules 13a—15(f) and
15d—15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure contrels and procedures to be designed under our supervisien, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularty during the pericd in which this report is being prepared;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the periad covered by this report based on such evaluation; and

dy  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal guarter (the registrant’s fourth fiscal quarter in the case of an annal report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors {or persons performing the equivalent functions):

a)  Allsignificant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b}  Any fraud, whether or not material, that involves management or ather employees who have a significant role in the registrant’s internal contro}
over financial reporting.

Date: May 9, 2012

fs/  LYWNNJ. GOOD

Lynn J. Good
Chief Financial Officer




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES—-OXLEY ACT OF 2002

In connection with the Quarterly Repart of Duke Energy Corporation (“Duke Energy’™) on Form 10~Q for the periad ending March 31, 22 as filed
with the Securities and Exchange Commission on the date hereof (the “Report™), I, James E. Rogers, President and Chief Executive Officer of Duke Energy,
certify, pursuant to 18 U.8.C. section 1350, as adopted pursuant te section 906 of the Sarbanes—Oxley Act of 2002, that:

(1) The Repert fully complies with the requirements of section 13(a) ar 15{d} of the Securities Exchange Act of 1934; and

(2}  The information contained in the Report fairly presents, in all material respects, the financial cendition and results of operations of Duke
Energy.

/s/ JAMES E. ROGERS
James E. Rogers
President and Chief Executive Officer
May 9, 2012




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-GXLEY ACT OF 2002

In connection with the Quarterly Report of Duke Energy Corporation (“Duke Energy™) on Form 10-0) foc the period ending March 31, 2012 as filed
with the Securities and Exchange Commission on the date hereof (the “Report™, [, Lynn ). Good, Group Executive and Chief Financial Officer of Duke
Energy, certify, pursuant to 18 U.5.C. section 1350, as adopted pursuant to section 906 of the Sarbanes—Oxley Act of 2002, that:

(1) The Repont fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
{2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke
Energy.

/s/ LYNNJ. GOOD

Lynn J. Good
Group Executive and Chief Financial Officer
May @, 2012




EXHIBIT 32.3

CERTIFICATION PURSUANT TO
18 L.5.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Duke Energy Carolinas, LLC {*Duke Energy Carolinas™) gn Form 10—} for the period ending March 31,
2012 as filed with the Securities and Exchange Commission on the date hereof (the “Report’™), I, James E. Rogers, Chief Executive Officer of Duke Energy
Carolinas, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes—Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
{2) The informatien containgd in the Report fairly presents, in ail material respects, the financial condition and results of operations of Duke
Energy Carolinas.

fof  JAMES & ROGERS
James E. Rogers
Chief Executive Officer
May 9, 2012




EXHIBIT 32.4

CERTIFICATION PURSUANT TO
18 U.S.C. SECTICN 1330,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES—QOXLEY ACT GF 2002

In connection with the Quarterly Report of Duke Energy Carolinas, LLC {"Duke Energy Carolinas™) on Form 10—Q for the period ending March 31,
2012 as filed with the Securities and Exchange Commission on the date hereaf (the “Repart™, E, Lyna §. Good, Chief Financial Officer of Duke Eaergy
Carolinas, certify, pursuant to 18 U.8.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a} ar 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke
Energy Carolinas.

s/ LYNNJ. GOOD
Lynn J. Good
Chief Financial Officer
May 9, 2012




EXHIBIT 32.5

CERTIFICATION PURSUANT TO
18 U.S.C, SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Duke Energy Ohio, Inc. (“Duke Energy Ohio”) on Form 10— for the period ending March 31, 2012 as
filed with the Securities and Exchange Comimission on the date hereof (the “Report™), I, James E. Rogers, Chief Executive Officer of Duke Energy Chio,
certify, pursuant to 18 1).8.C. section 1350, as adopted pursuant to section 906 of the Sarbanes—Oxley Act of 2002, that:

(1y  The Report fully complies with the requirements of section 13{a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information confained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke
Energy Ohio.

fsi__JAMES E, ROGERS

James E. Rogers
Chief Executive Officer
May 9, 2012




EXHIBIT 32.6

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES—OXLEY ACT OF 2002

in connection with the Quartesly Report of Duke Energy Ohio, Inc. (“Duke Energy Ohio”) on Form 10-Q for the peried ending March 31, 2012 as
filed with the Securities and Exchange Comrmission on the date hereof {the “Report™, I, Lynn J. Good, Chief Financial Officer of Duke Energy Ohio,
certify, pursuant to 18 U,S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes—Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)  The information coutained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke
Energy Ohio.

Jsi  LYNMN I GOOD
Ly J. Good
Chief Financial! Officer
May 9, 2012




EXHIBIT 32.7

CERTIFICATION PURSUANT TO
18 1.5.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Duke Energy Indiana, Inc. (“Duke Energy Indiana”™) on Form 10—} for the period ending March 31, 2012
as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, James E. Rogers, Chief Executive Officer of Duke Energy
Indiana, certify, pursuant to 18 U.8.C. section 1350, as adopted pursuant to section 906 of the Sarbanes—Oxley Act of 2002, that:

{1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Actof 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Duke Energy Indiana.

/s/ __JAMES E. ROGERS
James E. Rogers
Chief Executive Officer
May ¢, 2012




EXHIBIT 32.8

CERTIFICATION PURSUANT TO
18 U.S.C, SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES—OXLEY ACT OF 2002

In connection with the Quarterly Report of Duke Energy Indiana, Inc. {“Duke Energy Indiana™) on Form 10-Q for the period ending March 31, 2012
as filed with the Securities and Exchange Commission on the date herzof (the “Report™, [, Lyan I. Good, Chief Financial Officer of Duke Energy [ndiana,
certify, pursuant to 18 U.5.C, section 1350, as adopted pursuant to section 906 of the Sarbanes—Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a} or 15(d) of the Securitics Exchange Act of 1934; and
(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operatiens of
Duke Energy Indiana.

/s/ _LYNN 1 GOOD
Lynon ). Good
Chief Financial Officer
May 9, 2012
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UNITED STATES |
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 2054%

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Drate of Report (Date of earliest event reported): May 29, 2012

DUKE ENERGY CORPORATION

{Exact Name of Registrant as Specified in its Charter}

Delaware 001-32853 20-2777218
{State or Other Jurisdiction {Commission (IRS Employer
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Check the appropriate box below if the Form 8-K filing is intended to simultanecusly satisfy the filing obligation of the registrant
under any of the following provisions:

O Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 142-12 under the Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to Rule 14d-2{b) under the Exchange Act (17 CFR 240.14d-2(b))
O

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240. 13e-4{c))




Item 5.04, Temporary Suspension of Trading Under Registrant's Employee Benefit Plans

On May 29, 2012, Duke Energy Corperation (the "Company") received notice from the plan administrator of the Duke Energy
Retirement Savings Plan, the Duke Energy Retirement Savings Plan for Legacy Cinergy Union Employees (Midwest), and Duke
Energy Retirement Savings Plan for Legacy Cinergy Union Employees (IBEW $393) (collectively, the "401(k) Plan") informing it
that the Duke Energy Common Stock Fund under the 401(k) Plan will be ¢losed for participant transactions from the close of business
on June 29, 2012 until sometime during the week of July 1, 2012. The blackout period is required by the 401{k} Plan's recordkeeper,
Fidelity Investments, in connection with a proposed 1-for-3 reverse stock split of the Company's commen stock, which will ocour in
connection with the proposed merger of the Company and Progress Energy, Inc.

Although the date of the closing of the merger (and the related 1-for-3 reverse stock split) has not yet been finalized, the notice was

sent to the Cotmpany at this time due to the advance notice requirements of the Employee Retirement Income Security Act of 1974, as
amended.

Ont June 4, 2012, the Company provided the attached notice to its directors and executive officers informing them that, during the
blackout period, pursuant to Section 306 of the Sarbanes-Oxley Act of 2002 and the Company's insider trading policy, they will be
unable to trade in the Company's common stock {or related securities). All dates contained in the attached notice assume the closing
will occur on July 1, 2012, but if the closing does not occur on that date, the attached notice will be updated to reflect the actual date
of the closing of the merger and the related 1-for-3 reverse stock split. During the blackout period and for a two-year period
theteafter, information about the actual beginning and ending dates of the blackout period may be obtained, without charge, by

contacting Duke Energy Corporation, Attention: Corporate Secretary, 550 South Tryon St., Charlotte, NC 28202 (telephone (704)
382-2204).

The notice to directors and executive officers of the Company is included as Exhibit 99.1 hersto.
Item 9.01. Financial Statements and Exhibits.
(d) Exhibits.

99.1 Notice to Duke Energy Corporation directors and executive officers regarding blackout period.




SIGNATURE

Pursuant to the requirements of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

DUKE ENERGY CORPORATION

Date: June 4, 2012 By: fs! Marc E. Manly
Name: Marc E. Manly
Title; Group Executive, Chief Legal Officer

and Corporate Secretary
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99.1 Notice to Duke Energy Corporation directors and executive officers regarding blackout period
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Exhibit 99.1

Duke Energy Corporation
Notice to Directors and Executive Officers

Duke Energy Corporation ("Duke"} has received notice from the plan administrator of the Duke Energy Retirement Savings Plan, the
Duke Energy Retirement Savings Plan for Legacy Cinergy Union Employees (Midwest), and Duke Energy Retirement Savings Plan
for Legacy Cinergy Union Employees (IBEW 1393) (collectively, the "401(k) Plan") that activity in the Duke Energy Common Stock
Fund under the 401(k) Plan will be closed for participant transactions from the close of business on June 29, 2012 until sometime
during the week of July 1, 2012, This temporary suspension is required by the 401(k) Plan's recordkeeper, Fidelity Investments, in
connection with the 1-for-3 reverse stock split of Duke common stock, which will occur in connection with the expected closing of the
merger with Progress Energy, Inc. on July 1, 2012, This notice is intended to inform you that, pursuant to Section 306 of the
Sarbanes-Oxley Act of 2002, during the blackout period you will be unable to trade in Duke common stock (or related securities). In
addition, this period occurs during a time when trading under Duke's Insider Trading Policy is generally not permitted {ie., not during
a "trading window™ pursuant to the Duke Energy Corporation Insider Trading Policy). Please note that this restriction will not apply
to certain trading activities, including (i) any purchases and sales made pursuant to certain written plans satisfying the conditions of

Rule 10b5-1(c) under the Secorities Exchange Act of 1934, as amended or (i) any purchases in connection with participation in
Duke's dividend reinvestment plan.

Although the date of the closing of the merger (and the related 1-for-3 reverse stock split) has not vet been finalized, this notice is
being sent at this time, despite the uncertainty about the date of the closing, due to the advance notice requirements of the Employee
Retirement Income Security Act of 1974, as amended. All dates contained in this notice assume the closing will occur on July 1,

2012, but if the closing does not occur on that date, you will be provided with updated information regarding the actual date of the
closing.

If you have any question about this notice and the required trading restriction, including whether the blackout period has begun or

ended, you may obtain information, without charge, by contacting Duke Energy Corporation, Attention: Corporate Secretary, 550
South Tryon St., Charlotte, NC 28202 (telephone (704) 382-2204).
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DUKE ENERGY CORPORATION
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DUKE ENERGY INDIANA, INC.
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O Written communications pursuant to Rule 425 under the Securities Act (17 CTR 230.425)

O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)



O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

O Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240. 13¢-4(c))




Item 8.01. Other Events.

On January 12, 2012, Duke Energy Vermillion Il LLC, a non-regulated indirect subsidiary of Duke Energy Ohio, In¢. ("Duke Energy
Ohio™) sold its 75% undivided ownership interest in a gas-fired electric power plant located in Vermillion County, Indiana (the
"Transaction') to Duke Energy Indiana, Inc. {"Duke Energy Indiana™, a regulaied affiliate of Duke Energy Chio, and Wabash Valley
Power Association, Inc. ("WVPA™). The total purchase price for the plant was $81.6 million. The closing of the Transaction was
subject to the approval of the Federal Energy Regulatory Commission (the "FERC") and Indiana Utility Regulatory Commission {the
"IURC") which were received in September and December, 2011, respectively,

As a result of the closing of the Transaction, Duke Energy Indiana now owns a 62.5% undivided interest in the plant as a tenant in
common with WVPA which owns a 37.5% undivided interest.




SIGNATURE

_ Pursuant 1o the requirements of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized,

DUKE ENERGY CORPORATION

Date: Januwary 17, 2012 By: {sf Marc E. Manly

Name: Marc E, Manly
Title:  Group Executive, Chief Legal Officer and Corporate
Secretary

DUKE ENERGY INDIANA, INC.

Date: January 17, 2012 By: /s/ Mar¢ E. Manly

Name: Marc E, Manly
Title:  Group Executive and Chief Legal Officer

DUKE ENERGY OHIO, INC.

Date: January 17, 2012 By: /s/ Marc E. Manly

Name: Marc E. Manly
Title:  Group Executive and Chief Legal Officer
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