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PART li 

Partially ofl'setting these increases was: 

•A $28 million decrease at International Energy. See Operating 

Expense discussion within "Segment Results" for International 

Energy below for further information. 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. Consolidated operating expenses for 2009 

decreased $247 million compared to 2008. This change was driven 

primarily by the following: 

• A $626 million decrease at USFE&G. See Operating Expense 

discussion within "Segment Results" for USFE&G below for 

further Information; 

•A $65 million decrease at International Energy. See Operating 

Expense discussion within "Segment Results" for International 

Energy below for further information; and 

• A $40 million decrease at Other. See Operating Expense 

discussion within "Segment Results" for Other tielow for 

further information. 

Partially offsetting these decreases was: 

• A $489 million increase at Commercial Power, which 

includes $413 million of impairment charges in 2009 

primarily related to a goodwill impairment charge associated 

with the non-regulated generation operations in the Midwest. 

See Operating Expense discussion within "Segment Results" 

for Commercial Power below for further information. 

Consolidated Gains on Sales of Other Assets and Other, net 

Consolidated gains on sales of other assets and other, net was a 

gain of $153 million, $36 million and $69 million In 2010, 2009 

and 2008, respectively. The gains in 2010 are primarily due to the 

$139 million gain from the sale of a 50% ownership interest In 

DukeNet in the fourth quarter of 2010. The gains for 2009 and 

2008 relate primarily to sales of emission allowances by USFE&G 

and Commercial Power. 

Consolidated Operating Income 

Year Ended December 31, 2010 as Compared to 

December 31, 2009. For 2010, consolidated operating income 

increased $212 million compared to 2009. Drivers to operating 

income are discussed above. 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. For 2009, consolidated operating income 

decreased $262 million compared to 2008. Drivers to operating 

income are discussed above. 

Consolidated Other Income and Expenses, net 

Year Ended December 31, 2010 as Compared to 

December 31, 2009. For 2010, consolidated other income and 

expenses increased $256 million compared to 2009. This increase 

was primarily due to the $109 million gain on the sale of Duke 

Energy's ownership interest in Q-Comm in the fourth quarter of 

2010, a higher equity component of allowance for funds used during 

construction (AFUDC) of $81 million due to additional capital 

spending for ongoing construction projects, increased equity earnings 

of $46 million primarily from International Energy's investment in 

National Methanol Company (NMC) and the absence of 2009 losses 

from its investment in Attiki Gas Supply S.A. (Attiki) and a $25 

million charge in 2009 associated with certain performance 

guarantees Duke Energy had issued on behalf of the Crescent JV 

(Crescent). 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. For 2009, consolidated other Income and 

expenses Increased $212 million compared to 2008. This increase 

was primarily driven by an increase in equity earnings of $172 

million due mostiy to impairment charges recorded by Crescent in 

2008, of which Duke Energy's proportionate share was $238 

million, partially offset by decreased equity earnings from 

International Energy of $55 million primarily related to lower 

confributions from its investment in National Methanol Company 

(NMC) and losses from its investment in Attiki. Also, the 

mark-to-market and investment Income on investments that support 

benefit obligations within the captive insurance investment portfolio 

increased $45 million as a result of gains in 2009 compared to 

losses In 2008. Additionally, foreign exchange impacts resulted in an 

Increase of $43 million due to favorable foreign exchange rates. 

Partially offsetting these increases was decreased interest income of 

$53 million due primarily to lower average cash and short-term 

Investment balances, a $26 million charge in 2009 related to certain 

performance guarantees Duke Energy had issued on behalf of 

Crescent and an $18 million impairment charge in 2009 to write 

down the carrying value of International Energy's investment in Attiki 

to its fair value. 

Consolidated Interest Expense 

Year Ended December 31, 2010 as Compared to 

December 31, 2009. Consolidated Interest expense increased 

$89 million in 2010 as compared to 2009. This increase is primarily 

attributable to higher debt balances, partially offeet by a higher debt 

component of AFUDC due to increased spending on capital projects 

and lower Interest expense related to Income taxes. 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. Consolidated interest expense Increased 

$10 million in 2009 as compared to 2008. This increase is primarily 

attributable to higher debt balances, partially offset by lower average 

interest rates on floating rate debt and commercial paper balances. 

Consolidated Income Tax Expense from Continuing Operations 

Year Ended December 31, 2010 as Compared to 

December 31, 2009. For 2010, consolidated income tax expense 

from continuing operations increased $132 million compared to 

2009, primarily due to the increase in pre-tax income. The effective 

tax rate for the year ended December 3 1 , 2010 was 40% compared 

to 4 1 % forthe year ended December 3 1 , 2009. The effective tax 

rates for both 2010 and 2009 reflect the effect of goodwill 

impairments, which are non-deductible for tax purposes. 
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Year Ended December 31, 2009 as Compared to 
Decemtier 31, 2008. For 2009, consolidated income tax expense 
from continuing operations increased $142 million compared to 
2008. Although pre-tax income was lower in 2009 compared to 
2008, the effective tax rate for the year ended December 31 , 2009 
was 4 1 % compared to 33% for the year ended December 31 , 2008 
due primarily to a $371 million non-deductible goodwill impairment 
charge in 2009. 

Consolidated Income from Discontinued Operations, net of tax 

Consolidated income from discontinued operations was income 

of $3 million, $12 million and $16 million for 2010, 2009 and 

2008, respectively. The 2008 amount is primarily comprised of 

Commercial Power's sale of its 480 MW natural gas-fired peaking 

generating station located near Brownsville, Tennessee to Tennessee 

Valley Authority, which resulted In a $15 million after-tax gain. 

Extraordinary Item, net of tax 

The reapplication of regulatory accounting treatment to certain of 

Commercial Power's operations on December 17, 2008 resulted In a 

$67 million after-tax ($103 million pre-tax) extraordinary gain related 

to total mark-to-market losses previously recorded in earnings 

associated with open forward native load economic hedge contracts 

for fuel, purchased power and emission allowances, which the ESP 

allows to be recovered through a fuel and purchased power rider. 

Segment Results 

Management evaluates segment performance based on 

earnings before interest and taxes from continuing operations 

(excluding certain allocated corporate governance costs), after 

deducting amounts attributable to noncontrolling interests related to 

those profits (EBIT). On a segment basis, EBIT excludes discontinued 

operations, represents all profits from continuing operations (both 

operating and non-operating) before deducting interest and taxes, and 

is net of the amounts attributable to noncontrolling Interests related to 

those profits. Cash, cash equivalents and short-term Investments are 

managed centrally by Duke Energy, so Interest and dividend income 

on those balances, as well as gains and losses on remeasurement of 

foreign currency denominated balances, are excluded from the 

segments' EBIT. Management considers segment EBIT to be a good 

indicator of each segment's operating performance from its continuing 

operations, as it represents the results of Duke Energy's ownership 

interest In operations without regard to financing methods or capital 

structures. 

See Note 2 to the Consolidated Financial Statements, "Business 

Segments," for a discussion of Duke Energy's segment structure. 
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Duke Energy's segment EBIT may not be comparable to a similarly titled measure of another company because other entities may not 

calculate EBIT In the same manner. Segment EBIT is summarized in the following table, and detailed discussions follow. 

EBIT by Business Segment 

Years Ended DecemberSl, 

Variance Variance 
2010 vs. 2009 VS. 

(in millions) 

U.S. Franchised Electric and Gas 
Commercial Power 
International Energy 

Total reportable segment EBIT 
Other • 

2010 

$2,966 
(229) 
486 

3,223 
(255) 

2009 

$2,321 
27 

365 

2,713 
(251) 

2009 

$645 
(256) 
121 

510 
(4) 

2008 

$2,398 
264 
411 

3,073 
(568) 

2008 

$ (77) 
(237) 

(46) 

(360) 
317 

Total reportable segment EBIT and other 
Interest expense 
Interest income and other*̂ ' 
Add back of noncontrolling interest component of reportable segment and Other EBIT 

2,968 
(840) 

64 
18 

2,462 
(751) 
102 
18 

506 
(89) 
(38) 
— 

2,505 
(741) 
117 

10 

(43) 
10 

(15) 
8 

Consolidated earnings from continuing operations before Income taxes $2,210 $1,831 379 $1,891 (60) 

(a) Other within Interest income and other includes foreign currency transaction gains and losses and additional noncontrolling interest amounts not allocated to reportable segment and 
other EBIT. 

Noncontrolling interest amounts presented below includes only expenses and benefits related to EBIT of Duke Energy's joint ventures. It 

does not include the noncontrolling interest component related to Interest and taxes of the joint ventures. 

Segment EBIT, as discussed below, includes Intercompany revenues and expenses that are eliminated In the Consolidated Financial 

Statements. 

U.S. Franchised Electric and Gas 

U.S. Franchised Electric and Gas includes the regulated operations of Duke Energy Carolinas, Duke Energy Indiana and Duke Energy 

Kentucky and certain regulated operations of Duke Energy Ohio. 

Years Ended December 31, 

(in millions, except where noted) 2010 2009 

Variance 
2010 vs. 

2009 2008 

Variance 
2009 vs. 

2008 

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

Operating Income , . : 
Other income and expenses, net 

EBIT 

Duke Energy Carolinas' GV/h sales'̂ ) 
Duke Energy Midwest's GWh salesf̂ 'C) 
Net proportional MW capacity in operation^ 

$10,597 
7,887 

5 

2,715 
251 

$ 2,965 

85,441 
60,418 
26,869 

$ 9,433 
7,263 

20 

2,190 
131 

$ 2,321 

79,830 
56,753 
26,957 

$1,164 
624 
(15) 

525 
120 

$ 645 

5,611 
3,665 

(88) 

$10,159 
7,889 

6 

2,276 
122 

$ 2,398 

85,476 
62,523 
27,438 

$ (726) 
(626) 

14 

(86) 
9 

$ (77) 

(5,646) 
(5,770) 

(481) 

(a) Gigawatt-hours (GWh). 
(b) 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. 
(c) IVIegawatt (MW). 
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The following table shows the percent changes in GWh sales 

and average number of customers for Duke Energy Carolinas. The 

below percentages represent billed sales only for the periods 

presented and are not weather normalized. 

Increase (decrease) over prior year 

Residential sales'̂ ) 
General service sales'̂ ' 
Industiial sales'̂ ' 
Wholesale power sales 
Total Duke Energy Carolinas' sales*' 
Average number of customers 

2010 

10.2% 
3.7% 
7.4% 

12.2% 
7.0% 
0.5% 

2009 

(0.2)% 
(1.1)% 

(15.2)% 
(31.6)% 

(6.6)% 
0.5% 

2008 

(0.5)% 
(0.5)% 
(5.5)% 
11.9% 
(1.3)% 
1.5% 

(a) Major components of Duke Energy Carolinas' retail sales. 
(b) Consists of all components of Duke Energy Carolinas' sales, including retail sales, and 

wholesale sales to incorporated municipalities and to public and private utilities and 
power marketers. 

The following table shows the percent changes in GWh sales 

and average number of customers for Duke Energy Midwest. The 

below percentages represent billed sales only for the periods 

presented and are not weather normalized. 

Increase (decrease) over prior year 

Residential sales'̂ ' 
General sen/Ice sales'̂ ' 
Industrial sales'̂ ' 
Wholesale power sales 
Total Duke Energy Midwest's sales"" 
Average number of customers 

2010 

8.2% 
2.7% 

10.4% 
2.1%, 
6.5%. 
0.4% 

2009 

(4.3)% 
(3.5)% 

(15.0)% 
(20.8)% 

(9.2)% 
(0.3)% 

2008 

(3.0)% 
(1.2)% 
(6.5)% 
1.5% 

(3.2)% 
0.3% 

(a) Major components of Duke Energy Midwest's retaii sales. 
(b) Consists of all components of Duke Energy Midwest's sales. Including retail sales, and 

wholesale sales to incorporated municipalities and to public and private utilities and 
power marketers. 

Year Ended December 3 1 , 2010 as Compared to December 3 1 , 

2009 

Operating Revenues. 

The increase was driven primarily by: 

• A $374 million increase in net retail pricing and rate riders 

primarily due to new retail base rates implemented in North 

Carolina and South Carolina in the first quarter of 2010 

resulting from the 2009 rate cases, an Ohio electric 

distribution rate increase in July 2009, and a Kentucky gas 

rate increase in January 2010; 

• A $308 million increase in sales to retail customers due to 

favorable weather conditions in 2010 compared to 2009. For 

the Carolinas and Midwest, weather statistics for both heating 

degree days and cooling degree days in 2010 were favorable 

compared to 2009. The year 2010 had the most cooling 

degree days on record in the Duke Energy Carolinas' sen/ice 

area (dating back to 1961); 

• A $282 million increase in fuel revenues (including emission 

allowances) driven primarily by increased demand from 

electric retail customers resulting from favorable weather 

conditions, and higher fuel rates for electric retall customers in 

North Carolina, partially offset by lower fuel rates for electric 

retail customers in the Midwest and South Carolina, and lower 

natural gas fuel rates in Ohio and Kentucky. Fuel revenues 

represent sales to retail and wholesale customers; 

• A $54 million net increase in wholesale power revenues, net 

of sharing, primarily due to increases in charges for capacity, 

increased sales volumes due to weather conditions In 2010 

and the addition of new customers sen/ed under long-term 

contracts; and 

• A $40 million increase in weather adjusted sales volumes to 

electric retail customers reflecting increased demand, primarily 

in the industrial sector, and slight grow/th in the number of 

residential and general sen/ice electric customers in the 

USFE&G sen/ice territory. The number of electric residential 

customers in 2010 has increased by approximately 10,000 in 

the Carolinas and by approximately 7,000 in the Midwest 

compared to 2009. 

Operating Expenses. 

The increase was driven primarily by: 

• A $315 million increase in fuel expense (Including purchased 

power and natural gas purchases for resale) primarily due to 

higher volume of coal and gas used in electric generation 

resulting from favorable weather conditions, and higher coal 

prices, partially offset by lower natural gas prices to full-service 

retail customers; 

• A $162 million increase in operating and maintenance 

expenses primarily due to costs related to the Implementation 

of the save-a-watt program, higher customer service 

operations costs, higher benefit costs, higher nuclear, power 

and gas delivery maintenance costs, higher outage costs at 

fossil generation stations, and the disallowance In 2010 of a 

portion of previously deferred costs in Ohio related to the 2008 

Hurricane Ike wind storm, partially offset by overall lower 

storm costs, including the establishment of a regulatory asset 

to defer previously recognized costs related to an Ice storm In 

Indiana In early 2009; 

• A $96 million increase in depreciation and amortization due 

primarily to Increa.ses in depreciation as a result of additional 

capital spending and amortization of regulatory assets; and 

• A $44 million disallowance charge related to the Edwardsport 

IGCC plant that Is currently under construction. See Note 4 to 

the Consolidated Financial Statements," Regulatory Matters," 

for additional Information. 

Gains on Sales of Other Assets and Other, net. 

The decrease is attributable primarily to lower net gains on sales 

of emission allowances in 2010 compared to 2009. 

Other Income and Expenses, net. 

The increase resulted primarily from a higher equity component 

of AFUDC from additional capital spending for increased construction 

expenditures related to new generation and higher deferred returns. 

EBIT. 

As discussed above, the increase resulted primarily from overall 

net higher retail pricing and rate riders, favorable weather, higher 
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equity component of AFUDC, higher wholesale power revenues, and 

higher weather adjusted sales volumes. These positive impacts were 

partially offset by higher operating and maintenance expenses, 

increased depreciation and amortization, and the disallowance 

charge related to the Edwardsport IGCC plant that is currently under 

construction. 

Matters Impacting Future U.S. Franchised Electric and Gas 

Results 

Results of USFE&G are impacted by the completion of its major 

generation fleet modernization projects. See Note 4 to the 

Consolidated Financial Statements, "Regulatory Matters," for a 

discussion ofthe significant increase in the estimated cost ofthe 618 

MW integrated gasification combined cycle (IGCC) plant at Duke 

Energy Indiana's Edwardsport Generating Station. 

Duke Energy Carolinas plans to file rate cases In North Carolina 

and South Carolina during 2011 and 2012. Duke Energy Indiana 

plans to file a rate case In 2012. Duke Energy Ohio is evaluating the 

need for electric distribution and gas rate cases In 2011 or 2012. 

Duke Energy Kentucky is evaluating the need for an electric rate case 

In 2011. These planned rates cases are needed to recover 

Investments in Duke Energy's ongoing infrastructure modernization 

projects and operating costs. USFE&G's eamings could be adversely 

impacted if any of these rate cases are denied or delayed by the 

various state regulatory commissions. 

USFE&G evaluates the carrying amount of its recorded goodwill 

for impairment on an annual basis as of August 31 and performs 

interim Impairment tests if a triggering event occurs that indicates it is 

more likely than not that the fair value of a reporting unit Is less than 

its carrying value. For further information on key assumptions that 

impact USFE&G's goodwill impairment assessments, see "Critical 

Accounting Policy for Goodwill Impairment Assessments". As ofthe 

August 31 impairment analysis, the fair value of the Ohio 

Transmission and Distribution (Ohio T&D) reporting unit exceeded its 

carrying value at Duke Energy, therefore no goodwill impairment 

charge was recorded. However, the fair value of the Ohio T&D 

reporting unit, which has a goodwill balance of $700 million as of 

December 31 , 2010, exceeded its carrying value by less than 15%. 

Management is continuing to monitor the impact of recent market 

and economic events to determine if it is more likely than not that the 

carrying value of the Ohio T&D reporting unit has been impaired. 

Should any such ti'lggerlng events or circumstances occur in 2011 

that would more likely than not reduce the fair value of the Ohio T&D 

reporting unit below its carrying value, management would again 

perform an Interim impairment test of the Ohio T&D goodwill and it is 

possible that a goodwill Impairment charge could be recorded as a 

result of this test. Potential circumstances that could have a negative 

effect on the fair value of the Ohio T&D reporting unit include 

additional declines in load volume forecasts, changes In the weighted 

average cost of capital (WACC) and the equity valuations of peer 

companies, changes in the timing and/or recovery of and on 

investments in SmartGrid technology, and the success of future rate 

case filings. 

Year Ended December 3 1 , 2009 as Compared to December 3 1 , 

2008 

Operating Revenues. 

The decrease was driven primarily by: 

• A $536 million decrease in fuel revenues (including emission 

allowances) driven primarily by decreased demand from retall 

and near-term wholesale customers and lower natural gas fuel 

rates primarily In Ohio and Kentucky, partially oflset by higher 

fuel rates for electric retail customers. Fuel revenues represent 

sales to both retail and wholesale customers; 

• A $117 million decrease due to lower weather normalized 

sales volumes to retall customers largely reflecting the overall 

declining economic conditions in 2009, which primarily 

impacted the industrial sector; 

• A $63 million decrease in GWh and thousand cubic feet (MoO 

sales to retall customers due to overall milder weather 

conditions In 2009 compared to 2008. Weather statistics for 

heating degree days in 2009 were unfavorable in the Midwest 

but favorable in the Carolinas compared to 2008. Weather 

statistics for cooling degree days In 2009 were unfavorable in 

both the Midwest and Carolinas compared to 2008; and 

• A $30 million net decrease in wholesale power revenues, net 

of sharing, primarily due to decreased sales volumes and 

lower prices on near-term sales as a result of weak market 

conditions, partially offset by higher prices and Increased sales 

volumes to customers served under certain long-term 

contracts. 

Partially offsetting these decreases was: 

• A $31 million net increase in retail rates and rate riders 

primarily due to increases in recoveries of Duke Energy 

Indiana's environmental compliance costs and the IGCC rider, 

partially offset by the expiration ofthe one-time increment rider 

related to merger savings that was included in North Carolina 

retaii rates in 2008. 

Operating Expenses. 

The decrease was driven primarily by: 

• A $541 million decrease in fuel expense (Including purchased 

power and natural gas purchases for resale) primarily due to a 

lower volume of coal used in electric generation, lower prices 

and volumes for natural gas purchased for resale and used In 

electric generation and reduced purchased power, partially 

offset by higher coal prices; 

• A $71 million decrease in operating and maintenance 

expenses primarily due to lower scheduled outage and 

maintenance costs at nuclear and fossil generating stations, 

lower power and gas delivery maintenance and decreased 

capacity costs due to the expiration of certain drought 

mitigation contracts in 2008, partially offset by higher benefits 

costs; and 
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• A $36 million decrease in depreciation and amortization due 

primarily to lower depreciation rates in the Carolinas, partially 

offset by increases in depreciation due primarily to additional 

capital spending. 

Partially offsetting these decreases was: 

• A $22 million increase in property and other taxes due 

prim,arily to normal increases. 

Gains on Sales of Other Assets and Other, net. 

The increase is primarily due to gains on the sale of nitrogen 

oxide (NOJ emission allowances in 2009. 

Other Income and Expenses, net. 

The increase is due primarily to a higher equity component of 

AFUDC earned from additional capital spending for ongoing 

construction projects, partially offset by a favorable 2008 IURC 

ruling. 

EBIT 

The decrease resulted primarily from lower weather adjusted 

sales volumes, milder weather, lower wholesale power revenues, 

higher benefits costs and higher property and other taxes. These 

negative impacts were partially offset by decreased operation and 

maintenance costs as a result of lower outage and maintenance 

costs, lower depreciation rates in the Carolinas and overall net higher 

rates and rate riders. 

Commercial Power 

Years Ended DecemberSl, 

(In millions, except where noted) 2010 2009 

Variance 
2010 vs. 

2009 2008 

Variance 
2009 vs. 

2008 

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

Operating income 
Other income and expenses, net 
Expense attributable to noncontrolling Interests 

EBIT 

Actual plant production, GWh 
Net proportional megawatt capacity In operation 

$ 2,448 
2,710 

6 

(256) 
35 

8 

$ (229) 

28,754 
8,272 

$ 2,114 
2,134 

12 

(8) 
35 

$ 27 

26,962 
8,005 

$ 334 
576 

(6) 

(248) 

8 

$ (256) 

1,792 
267 

$ 1,826 
1,645 

59 

240 
24 

$ 264 

20,199 
7,641 

$ 288 
489 
(47) 

(248) 
11 

$ (237) 

6,763 
364 

Year Ended December 3 1 , 2010 as compared to December 3 1 , 

2009 

Operating Revenues. 

The increase was primarily driven by: 

• A $294 million increase in wholesale electric revenues due to 

higher generation volumes and pricing net of lov\rer margin 

earned from participation in wholesale auctions; 

•A $54 million increase in PJM Interconnection, LLC (PJM) 

capacity revenues due to additional megawatts participating in 

the auction and higher cleared auction pricing in 2010 

compared to 2009; 

• A $51 million increase in renewable generation revenues due 

to additional wind generation facilities placed in service in 

2010 and a full year of operations for wind generation 

facilities placed in ser\'ice throughout 2009; and 

•An $8 million increase in net mark-to-market revenues on 

non-qualifying power and capacity hedge contracts, consisting 

of mark-to-market gains of $6 million in 2010 compared to 

losses of $2 million in 2009. 

Partially offsetting these Increases was: 

• A $67 million decrease in retail electric revenues resulting 

from lower sales volumes driven by Increased customer 

switching levels net of weather and higher retail pricing under 

the ESP in 2010. 

Operating Expenses. 

The increase was primarily driven by: 

• A $259 million increase in impairment charges consisting of 

$672 million in 2010 compared to $413 million in 2009 

related primarily to goodwill and generation assets associated 

with non-regulated generation operations in the Midwest. See 

Note 12 to the Consolidated Financial Statements, "Goodwill, 

Intangible Assets and Impairments," for additional information; 

• A $277 million increase in wholesale fuel expenses due to 

higher generation volumes and less favorable hedge 

realizations in 2010 as compared to 2009; 

• A $32 million increase in depreciation and administrative 

expenses associated with wind projects placed in sen/ice and 

the continued development ofthe renewable business in 

2010; and 

DUKE ENERGY CORPORATION / 2010 FORM 10-K 50 



PARTI 

•A $70 million increase in operating expenses resulting from 

the amortization of certain deferred plant maintenance 

expenses and higher transmission costs in 2010 compared to 

2009 net of lower administrative expenses; 

Partially ofl'setting these increases was: 

• An $85 million decrease in mark-to-market fuel expense on 

non-qualifying fuel hedge contracts, consisting of 

mark-to-market gains of $27 million in 2010 compared to 

losses of $58 million In 2009; and 

• A $14 million decrease in retail fuel and purchased power 

expenses due to lower generation volumes net of higher 

purchased power volumes in 2010 as compared to 2009. 

Gains on Sales of Other Assets and Other, net. 

The decrease in 2010 as compared to 2009 is attributable to 

lower gains on sales of emission allowances In 2010. 

EBIT 

The decrease is primarify attributable to higher impairment 

charges in 2010 associated with goodwill and generation assets of 

the non-regulated generation operations in the Midwest, higher 

operating expenses resulting from the amortization of certain deferred 

plant maintenance expenses and higher transmission costs, and 

lower retall revenues driven by customer switching. These factors 

were partially offset by higher retail revenue pricing as a result ofthe 

ESP, higher wholesale margins due to increased generation volumes 

and PJM capacity revenues and mark-to-market gains on 

non-qualifying fuel and power hedge contracts in 2010 compared to 

losses in 2009. 

IVIatters Impacting Future Commercial Power Results 

Commercial Power's current strategy Is focused on maintaining 

its competitive position in Ohio, maximizing the returns and cash 

fiows from its current portfolio, as well as growing its non-regulated 

renewable energy portfolio. Results for Commercial Power are 

sensitive to changes in power supply, power demand, fuel and power 

prices and weather, as well as dependent upon completion of 

renewable energy construction projects and tax credits on renewable 

energy production. 

Continuing low commodify prices have put downward pressure 

on power prices. The available capacity and lower prices have 

provided opportunities for customers in Ohio to switch generation 

suppliers. Competitive power suppliers are able to supply power to 

current Commercial Power customers In Ohio and Commercial Power 

experienced an Increase In customer switching beginning in the 

second quarter of 2009 which continued into 2010. As of 

December 31 , 2010, customer switching levels approximated 65% 

of Commercial Power's Ohio retail load. The overall impacts of 

customer switching could have a significant impact on Commercial 

Power's results. 

Commercial Power operates in Ohio under an ESP that expires 

on DecemberSl, 2011. On November 15, 2010, Duke Energy 

Ohio filed for approval of its next Standard Service Offer to replace the 
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existing ESP. The filing seeks approval of an MRO through which 

generation supply is procured through a competitive solicitation 

format, which could have a significant impact on Commercial 

Power's generation fleet. Regardless of the outcome of the proposed 

MRO filing, as a result ofthe current Ohio regulatory environment. 

Commercial Power's earnings after the expiration ofthe current ESP 

could be lower than current earnings as the pricing under any 

Standard Sen/ice Offer arrangement may reflect to some degree 2011 

power prices, which are projected to be less than the power prices 

that existed in 2008 when the current ESP was established. 

Year Ended December 3 1 , 2009 as compared to December 3 1 , 

2008 

Operating Revenues. 

The increase was primarily driven by: 

• A $98 million increase in retail electric revenues resulting from 

higher retail pricing principally related to implementation ofthe 

ESP in 2009 and the timing of fuel and purchased power 

rider collections in 2008, net of lower sales volumes driven by 

the economy and increased customer switching levels; 

•A $70 million Increase in net mark-to-market revenues on 

non-qualifying power and capacity hedge contracts, consisting 

of mark-to-market losses of $2 million in 2009 compared to 

losses of $72 million in 2008; 

• A $68 million Increase In revenues due to higher generation 

volumes and increased PJM capacity revenues from the 

Midwest gas-fired assets in 2009 compared to 2008; 

• A $48 million increase in wholesale electric revenues due to 

higher generation volumes and hedge realization in 2009 

compared to 2008 and margin earned from participation in 

wholesale auctions in 2009; and 

• A $25 million increase in wind generation revenues due to 

commencement of operations of wind facilities in the third 

quarter of 2008 and additional wind generation facilities 

placed in service in 2009. 

Operating Expenses. 

The increase was primarily driven by: 

• A $413 million impairment charge primarily related to 

goodwill associated with non-regulated generation operations 

in the Midwest; 

• A $55 million increase in fuel expense due to mark-to-market 

losses on non-qualltying fuel hedge contracts, consisting of 

mark-to-market losses of $58 million in 2009 compared to 

losses of $3 million in 2008; 

•A $44 million increase in depreciation and administrative 

expenses associated with wind projects placed in service In 

the third quarter of 2008 and throughout 2009, as well as the 

continued development ofthe renewable business in 2009; 
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• A $36 million increase In operating expenses resulting from 

depreciation expense on environmental projects placed in 

sen/ice in the second half of 2008 and higher plant 

maintenance expenses resulting from increased plant outages 

in 2009 compared to 2008; 

• A $29 million increase in retail and wholesale fuel expense 

due to higher purchased power expenses and higher long-term 

contract prices and lower realized gains on fuel hedges in 

2009 compared to 2008; and 

• A $10 million increase in fuel and operating expenses for the 

Midwest gas-flred assets primarily due to higher generation 

volumes In 2009 compared to 2008, partially offset by bad 

debt reserves recorded In 2008 associated with the Lehman 

Brothers bankruptcy. 

Partially offsetting these increases was: 

• An $82 million impairment of emission allowances due to the 

invalidation ofthe Clean Air Interstate Rule (CAIR) in July 

2008. 

Other Income and Expenses, net. 

The increase in 2009 compared to 2008 is attributable to 

higher equity earnings of unconsolidated affiliates in 2009 primarily 

as a result of a full year of equity earnings from investments held by 

Catamount Energy Corporation (Catamount). Catamount, which is a 

leading wind power company, was acquired in September 2008. 

Partially offsetting this increase was a 2009 impairment charge to the 

cariying value of an equity method investment. 

EBIT 

The decrease is primarily attributable to higher Impairment 

charges in 2009 primarily due to a goodwill impairment charge, 

partially offset by a 2008 impairment charge related to emission 

allowance, increased plant maintenance expenses and fewer gains 

on sales of emission allowances. These factors were partially offeet by 

higher retail revenue pricing as a result of Implementation ofthe ESP, 

higher margins from the Midwest gas-fired assets due to increased 

generation volumes and PJM capacity revenues. 

Gains (Losses) on Sales of Other Assets and Other, net. 

The decrease in 2009 compared to 2008 is attributable to 

lower gains on sales of emission allowances. 

International Energy 

Years Ended DecemberSl, 

(in millions, except where noted) 2010 2009 

Variance 
2010 vs. 

2009 2008 

Variance 
2009 vs. 

2008 

Operating revenues 
Operating expenses 
(Losses) gains on sales of other assets and other, net 

Operating Income 

Other Income and expenses, net 
Expense attributable to noncontrolling interest 

EBIT 

Sales, GWh 
Net proportional megawatt capacity in operation 

$ 1,204 
806 

(3) 

395 
110 

19 

$ 486 

19,504 
4,203 

$ 

$ 

1,158 
834 

324 
63 
22 

365 

19,978 
4,053 

$ 46 
(28) 

(3) 

71 
47 
(3) 

$ 121 

(474) 
150 

$ 1,185 
899 

1 • 

287 
146 
22 

$ 411 

18,066 
4,018 

$ (27) 
(65) 

(1) 

37 
(83) 

$ (46) 

1,912 
35 

Year Ended December 3 1 , 2010 as Compared to December 3 1 , 

2009 

Operating Revenues. 

The increase was driven primarily by; 

• A $105 million increase in Brazil due to favorable exchange 

rates, higher average contract prices, and favorable hydrology. 

Partially offsetting this increase was: 

• A $54 million decrease in Central America due to lower 

dispatch as a result of unfavorable hydrology, partially offset by 

higher average prices. 

Operating Expenses. 

The decrease was driven primarily by: 

• A $27 million decrease in Central America due to lower fuel 

consumption as a result of lower dispatch; and 

• A $13 million decrease in general and administrative due to 

lower legal, development, and labor costs. 

Partially offsetting these decreases was: 

• A $9 million increase in Peru due to higher hydrocarbon 

royalty costs. 
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Other Income and Expenses, net. 

The Increase was driven by a $24 million increase due to the 

absence of 2009 losses from Its investment in Attiki and a $23 

million increase in equity eamings from NMC due to higher average 

prices and methyl tertiary butyl ether (MTBE) volumes, partially offset 

by higher butane costs. 

EBIT 

The increase in EBIT was primarily due to favorable results in 

Brazil, the absence of a provision recorded in 2009 related to 

transmission fees in Brazil, 2009 equity losses associated with Attiki, 

higher equity earnings from NMC, and lower general and 

administrative costs, partially offset by lower results In Central 

America. 

Year Ended December 3 1 , 2009 as Compared to December 3 1 , 

2008 

Operating Revenues. 

The decrease was driven primarily by: 

• A $41 million decrease in Peru due to unfavorable average 

hydrocarbon and spot prices; and 

• A $16 million decrease in Central America due to lower 

average sales prices and lower dispatch In El Salvador, 

partially offset by favorable hydrology in Guatemala as a result 

of drier weather. 

Partially offsetting these decreases was: 

• A $29 million increase In Ecuador due to higher dispatch as a 

result of drier weather. 

Operating Expenses. 

The decrease was driven primarily by: 

• An $81 million decrease in Peru due to lower purchased 

power costs, thermal generation and hydrocarbon royalty 

costs; and 

• A $55 million decrease in Central America due to lower fuel 

costs. 

Partially offsetting these decreases was: 

•A $31 million increase in Ecuador due to higher fuel 

consumption and the reversal of a bad debt allowance as a 

result of collection of an arbitration award In the prior year; 

• A $24 million increase in Brazil due to transmission cost 

adjustments, partially offset by favorable exchange rates; and 

• An $8 million increase in general and administrative expenses 

due to reorganization costs and higher legal costs. 

Other Income and Expenses, net. 

The decrease was driven primarily by a $41 million decrease in 

equity earnings at NMC as a result of lower pricing for both methanol 

and MTBE, partially offset by lower butane costs, an $18 million 

Impairment of the investment in Attiki and $14 million of decreased 

equity earnings at Attiki due to lower margins and the absence of 

prior year hedge income due to hedge contract terminations. 

EBFT. 

The decrease in EBIT was primarily due to lower equity earnings 

at NMC and Attiki, an impairment ofthe investment in Attiki and 

unfavorable exchange rates and transmission adjustments in Brazil, 

partially offset by favorable hydrology In Brazil and Central America 

and lower operating expenses in Peru. 

Years Ended DecemberSl, 

Variance 
2010 vs. 

Variance 
2009 vs. 

(In millions) 

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

Operating income 
Other income and expenses, net 
Benefit attributable to noncontrolling Interest 

EBIT 

2010 

$ 118 
656 
145 

(393) 
129 

(9) 

$(255) 

2009 

$ 128 
389 

4 

(257) 
2 

(4) 

$(251) 

2009 

$ (10) 
267 
141 

(136) 
127 

(5) 

$ (4) 

2008 

$ 134 
429 

3 

(292) 
(288) 
(12) 

$(568) 

2008 

$ (6) 
(40) 

1 

35 
290 

(8) 

$317 
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Year Ended December 3 1 , 2010 as Compared to December 3 1 , 
2009 

Operating Expenses. 

The increase was driven primarily by $172 million of employee 

severance costs related to the 2010 voluntary severance plan and the 

consolidation of certain corporate office functions from the Midwest to 

Chariotte, North Carolina, donations of $56 million to the Duke 

Energy Foundation, which is a nonprofit organization funded by Duke 

Energy shareholders that m.akes charitable contributions to selected 

nonprofits and government subdivisions and a litigation reserve. 

Gains on sales of other assets and other, net. 

The increase is primarily due to the $139 million gain from the 
sale of a 50% ownership interest in DukeNet in the fourth quarter of 
2010. 

Otiier Income and Expenses, net. 

The increase was due primarily to the sale of Duke Energy's 

ownership interest in Q-Comm, and a 2009 charge related to certain 

guarantees Duke Energy had issued on behalf of Crescent. 

EBIT 

As discussed above, the decrease was due primarily to 

employee severance costs, donations to the Duke Energy Foundation 

and a litigation reserve; partially offset by gains recognized on the sale 

of a 50% ownership interest in DukeNet and the sale of Ouke 

Energy's ownership Interest in Q-Comm. 

Matters Impacting Future Other Results 

Duke Energy previously held an effective 50% interest in 

Crescent, which was Duke Energy's real estate joint venture that filed 

for Chapter 11 bankruptcy protection in June 2009. On June 9, 

2010, Crescent restructured and emerged from bankruptcy and Duke 

Energy forfeited its entire 50% ownership interest to Crescent debt 

holders. This forfeiture caused Duke Energy to recognize its share of 

the net tax loss in the second quarter of 2010. Although Crescent has 

reorganized and emerged from bankruptcy with creditors owning all 

Crescent interest, there remains uncertainty as to the tax treatment 

associated with the resfructuring. Based on this uncertainty, it is 

possible that Duke Energy could incur a future tax liability related to 

its inability to fully utilize tax losses associated with its partnership 

interest in Crescent and the resolution of issues associated with 

Crescent's emergence from bankruptcy. 

Year Ended December 3 1 , 2009 as Compared to December 3 1 , 
2008 

Operating Income. 

The increase was primarily due to favorable results at Duke 

Energy Trading and Marketing (DEJM) and Bison Insurance 

Company Umited (Bison) and lower corporate costs, partially offset 

by higher deferred compensation expense due to improved market 

performance. 

Other Income and Expenses, net. 

The increase was due primarify to impairment charges recorded 

by Crescent in 2008, for which Duke Energy's proportionate share 

was $238 million, with no comparable losses in 2009, and 

favorable returns on investments that support benefit obligations. 

Partially offsetting these favorable variances was a 2009 charge 

related to certain performance guarantees Duke Energy had issued on 

behalf of Crescent. 

EBIT. 

The increase was due primarily to prior year losses at Crescent, 

favorable results at Bison and DETM and lower corporate costs, 

partially offset by a 2009 charge related to certain performance 

guarantees Duke Energy had issued on behalf of Crescent. 
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DUKE ENERGY CAROLINAS 

INTRODUCTION BASIS OF PRESENTATION 

Management's Discussion and Analysis should be read in 

conjunction with the accompanying Consolidated Financial 

Statements and Notes for the years ended December 31 , 2010, 

2009 and 2008. 

The results of operations and variance discussion for Duke 

Energy Carolinas Is presented in a reduced disclosure format in 

accordance with General Instruction (l)(2)(a) of Form 10-K. 

RESULTS OF OPERATIONS 

Results of Operations and Variances 

Summary of Results 

(in millions) 

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 

Net income 

Years Ended DecemberSl, 

2010 

$6,424 
4,986 

7 

1,445 
212 
362 

1,295 
457 

$ 838 

2009 

$5,495 
4,232 

24 

1,287 
122 
330 

1,079 
377 

$ 702 

Increase 
(Decrease) 

$929 
754 
(17) 

158 
90 
32 

216 
80 

$136 

Net Income 

The $136 million increase in Duke Energy Carolinas' net 

income for the year ended December 3 1 , 2010 compared to 

December 31 , 2009 was primarily due to the following factors: 

Operating Revenues. 

The increase was driven primarily by: 

. • A $333 million net increase in net retail pricing and rate riders 

primarily due to new retall base rates Implemented in North 

Carolina and South Carolina in the first quarter of 2010 

resulting from the 2009 rate cases and riders for the 

save-a-watt program; 

. • A $317 million increase in fuel revenues driven primarify by 

increased GWh sales to retall customers, resulting from 

favorable weather conditions, and higher average fuel rates in 

North Carolina, partially offset by lower fuel rates In South 

Carolina. Fuel revenues represent sales to retail and wholesale 

customers; 

• A $214 million increase in GWh sales to retail customers due 

to favorable weather. Weather statistics for both heating degree 

days and cooling degree days in 2010 were favorable 

compared to 2009. Cooling degree days for 2010 were 

approximately 33% above normal compared to about normal 

in 2009 and heating degree days for 2010 were 16% above 

normal compared to 6.5%> above normal in 2009; and 

• A $23 million increase in wholesale power revenues, net of 

sharing, primarily due to the addition of long-term contracts. 

Increased sales volumes resulting from extreme weather 

conditions in 2010, and increased capacity charges. 

Operating Expenses. 

The increase was driven primarily by: 

•A $347 million increase in fuel expense (including purchased 

power) primarily due to increased retail demand resulting from 

favorable weather conditions; 

• A $297 million increase in operating and maintenance 

expenses primarily due to increased employee severance costs 

associated with the 2010 voluntary severance plan, costs 

related to the implementation of the save-a-watt program, a 

2010 litigation resen/e, higher nuclear non-outage 

maintenance costs, Increased corporate costs. Increased 

employee benefit costs, and higher customer sen/ice costs; 

and 

• A $95 million increase in depreciation and amortization 

expense primarily due to increased production plant base and 

amortization of certain regulatory assets. 

Gains on sales of Other Assets and Other, net. 

The decrease is attributable primarily to lower net gains on sales 

of emission allowances in 2010 compared to 2009. 
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other Income and Expenses, net. 

The increase is primarily due to a higher equity component of 

AFUDC from additional capital spending for ongoing construction 

projects, higher deferred returns, and interest income recorded in 

2010 following the resolution of certain income tax matters related to 

prior years. 

Interest Expense. 

The increase is primarify due to increased long-term debt and 

certain other regulatory liabilities, partially offset by a higher debt 

component of AFUDC due to additional capital spending for ongoing 

construction projects. 

Income Tax Expense. 

The Increase In Income tax expense for 2010 compared to 

2009 was primarily due to higher pre-tax income. The effective tax 

rate was 35.3% for 2010 as compared to an effective tax rate of 

34.9% for 2009. 

Matters Impacting Future Results 

Duke Energy Carolinas plans to file rate cases in North Carolina 

and South Carolina during 2011 and 2012. These planned rates 

cases are needed to recover investments in Duke Energy Carolinas' 

ongoing infrastructure modernization projects and operating costs. 

Duke Energy Carolines' earnings could be adversefy Impacted If these 

rate cases are denied or delayed by either ofthe state regulatory 

commissions. 

DUKE ENERGY OHIO 

INTRODUCTION 

Management's Discussion and Analysis should be read In 

conjunction with the accompanying Consolidated Financial 

Statements and Notes for the years ended December 31 , 2010, 

2009 and 2008. 

BASIS OF PRESENTATION 

The results of operations and variance discussion for Duke 

Energy Ohio is presented in a reduced disclosure format in 

accordance with General Instruction (l)(2)(a) of Form 10-K. 

RESULTS OF OPERATIONS 

Results of Operations and Variances 

Summary of Results 

(in millions) 

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

Operating loss 
Other income and expenses, net 
Interest expense 

Loss before income taxes 
Income tax expense 

Net loss 

Years Ended DecemberSl, 

2010 

$3,329 
3,557 

3 

(225) 
25 

109 

(309) 
132 

$ (441) 

2009 

$3,388 
3,534 

12 

(134) 
11 

117 

(240) 
186 

$ (426) 

Increase 
(Decrease) 

$(59) 
23 
(9) 

(91) 
14 
(8) 

(69) 
(54) 

$(15) 

Net Loss 

The $15 million increase in Duke Energy Ohio's net loss was 

primarify due to the following factors: 

Operating Revenues. 

The decrease was due primarily to: 

• A $495 million decrease in retail elecfric revenues resulting 

largefy from lower sales volumes driven by increased customer 

switching levels, net of higher retail pricing under the ESP in 

2010; and 

• A $70 million decrease in regulated fuel revenues driven 

primarily by lower natural gas costs and reduced sales volumes; 

Partially offsetting these decreases were: 

• A $294 million Increase in wholesale electric revenues due to 

higher generation volumes and pricing net of lower margin 

earned from participation in wholesale auctions; 

• A $72 million increase related to more favorable weather 

conditions in 2010 compared to 2009; 

• A $54 million increase in PJM capacity revenues due to 

additional MWs participating in the auction and higher cleared 

auction pricing in 2010 compared to 2009; 
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' A $36 million Increase In net mark-to-market revenues on 

non-quallfying power and capacity hedge contracts, consisting 

of mark-to-market gains of $30 million In 2010 compared to 

losses of $6 million in 2009; 

• A $28 million Increase due to implementation of new 

distribution electric rates in Ohio; 

•A $17 million increase in retail gas revenues from Ohio 

recovery riders for Accelerated Main Replacement (AMRP) 

costs and uncollectible accounts expense; and 

• A $13 million increase due to Implementation of new gas 

rates in Kentucky. 

Operating Expenses. 

The increase was due primarily to: 

• A $277 million increase in wholesale fuel expenses due to 

higher generation volumes and less favorable hedge 

realizations in 2010 as compared to 2009; 

• A $58 million increase in impairment charges consisting of 

$837 million In 2010 compared to $769 million In 2009 

related to goodwill and to generation assets associated with 

the Midwest non-regulated generation operations. See Note 

12 to the Consolidated Financial Statements, "Goodwill, 

Intangible Assets and Impairments," for additional information; 

• A $62 million increase in operating expenses resulting from 

the amortization of certain deferred plant maintenance 

expenses, the partial disallowance of previously deferred 2008 

Hurricane Ike storm costs, and the 2009 deferral of 

environmental amounts in Ohio that had been charged to 

expense in prior periods, net of lower administrative expenses; 

• A $24 million increase in employee severance costs related to 

the 2010 voluntary severance plan and the consolidation of 

certain corporate office functions from the Midwest to 

Charlotte, North Carolina; and 

• A $17 million Increase In depreciation and amortization costs 

related to Increased software and regulatory asset amortization. 

Partiaify offsetting these increases were: 

• A $277 million decrease in retail fuel and purchased power 

expenses due to lower retail load due to customer switching in 

2010 compared to 2009; 

• An $84 million decrease In mark-to-market fuel expense on 

non-qualifying fuel hedge contracts, consisting of 

mark-to-market gains of $26 million in 2010 compared to 

losses of $58 million in 2009; and 

• A $67 million decrease in regulated fuel expense primarily due 

to lower natural gas costs and reduced sales volumes; 
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Gains on Sales of Other Assets and Other, net. 

The decrease In 2010 as compared to 2009 is attributable to 

lower gains on sales of emission allowances in 2010. 

Other Income and Expenses, net. 

The increase In 2010 compared to 2009 Is primarily 

attributable to interest income recorded for a favorable tax adjustment 

In the third quarter of 2010, interest income accrued for uncertain 

Income tax positions and a 2009 adjustment to reduce AFUDC 

related to certain projects placed In sen/joe prior to 2009. 

Interest Expense. 

The decrease was primarily due to a 2009 adjustment to 

reduce capitalized interest related to certain projects placed in sen/ice 

prior to 2009 and reduced interest expense accrued for uncertain 

income tax positions, partiaify offset by an increase in average debt 

balances in 2010 compared to 2009. 

Income Tax Expense. 

The decrease in income tax expense for 2010 as compared to 

2009 is primarily the result of lovver pre-tax earnings (adjusting for 

non-deductible goodwill). The effective tax rate in 2010 was 

(43.0%) compared to an effective tax rate of (77.2%) In 2009., 

Matters Impacting Future Results 

As discussed In Note 12 to the Consolidated Financial 

Statements, "Goodwill, Intangible Assets and Impairments," in the 

second quarter of 2010, Duke Energy Ohio recorded a goodwill 

Impairment charge of $216 million related to the Ohio T&D reporting 

unit to write down the goodwill to Its implied fair value. Subsequent 

to this impairment charge, the carrying value of goodwill associated 

with the reporting unit is $746 million. This impairment charge was 

based on a number of factors, including current and forecasted 

customer demand, discount rates, valuation of peer companies, and 

regulatory and legislative developments. Should the assumptions 

used related to these factors change In the future. It Is possible that 

further goodwill impairment charges could be recorded. 

On November 15, 2010, Duke Energy Ohio filed for approval of 

Its next Standard Sen/Ice Offer to replace the existing ESP. The filing 

seeks.approval of an MRO through which generation supply is 

procured through a competitive solicitation format. The outcome of 

this filing could have a significant impact on Duke Energy Ohio's 

earnings. 

Continuing low commodity prices in have put downward 

pressure on power prices. The available capacity and lower prices 

have provided opportunities for customers in Ohio to switch 

generation suppliers. Competitive power suppliers are able to suppfy 

power to current Duke Energy Ohio customers in Ohio and Duke 

Energy Ohio experienced an increase In customer switching 

beginning in the second quarter of 2009 which continued into 2010. 

As of December 3 1 , 2010, customer switching levels approximated 

65% of Commercial Power's Ohio retail load. The overall impacts of 

customer switching could have a significant Impact on Duke Energy 

Ohio's results. 
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DUKE ENERGY INDIANA 

INTRODUCTION 

Management's Discussion and Analysis should be read in 

conjunction with the accompanying Consolidated Financial 

Statements and Notes forthe years ended December 31 , 2010, 

2009 and 2008. 

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 (l)(2)(a) of Form 10-K. 

RESULTS OF OPERATIONS 

Results of Operations and Variances 

Summary of Results 

(in millions) 

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

Operating income 
Other Income and expenses, net 
Interest expense 

Income before income taxes 
Income tax expense 

Net income 

Years Ended December 31, 

2010 

$2,520 
2,012 

(2) 

506 
70 

135 

441 
156 

$ 285 

2009 

$2,353 
1,926 

(4) 

423, 
38 

144 

317 
116 

$ 201 

Increase 
(Decrease) 

$167 
86 

2 

83 
32 
(9) 

124 
40 

$ 84 

Net Income 

The $84 million Increase In Duke Energy Indiana's net Income 

for the year ended December 31 , 2010 compared to December 3 1 , 

2009 was primarily due to the following factors: 

Operating Revenues. 

The Increase was primarily due to: 

• A $52 million increase in retail revenues primarify related to 

favorable weather conditions In 2010 as compared to 2009; 

• A $44 million increase in retail revenues from recovery riders 

for certain capital and operating costs; 

• A $38 million increase in fuel revenues (Including emission 

allowances) primarily related to higher demand offset by lower 

fuel rates in 2010 as compared to 2009; 

• A $29 million increase in wholesale power revenue, net of 

sharing, primarily due to adjustiments made to formula rate 

contracts and increase In demand from customers sen/ed 

under long term contracts; and 

• A $26 million increase in weather normalized sales volumes 

to retail customers, primarily impacting the industrial sector. 

Partially offsetting these increases was: 

• A $32 million decrease in rate pricing primarily due to the 

negative impact on overall average prices of higher sales 

volumes. 

Operating Expenses. 

The Increase was primarily due to: 

• A $44 million disallowance charge related to the Edwardsport 

IGCC plant that Is currentiy under construction. See Note 4 to 

the Consolidated Financial Statements, "Regulatory Matters," 

for additional information; 

• A $39 million increase in operation and maintenance primarify 

due to employee severance costs rela'red to the 2010 voluntaty 

severance plan and the consolidation of certain corporate office 

functions from the Midwest to Chariotte, North Carolina, higher 

generation station outage costs, and higher benefit costs, 

partiaify offset by major storm costs in 2009; and 

• • A $35 million increase in fuel costs primarily due to higher 

fuel used in generation and purchased power. 

Partially offsetting these increases was: 

• A $28 million decrease in depreciation and amortization 

expense primarily due to a write-off of the regulatory assets 

related to wholesale contracts in 2009 and amortization 

related to various regulatory assets. 

Other Income and Expenses, net. 

The Increase in 2010 compared to 2009 was primarily 

attributable to increased AFUDC in 2010 for additional capital 

spending related to Edwardsport IGCC plant construction. 
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Income Tax Expense. 

Income tax expense Increased primarify due to higher pre-tax 

income. The effective tax rate in 2010 was 35.5% compared to an 

effective tax rate of 36.7% in 2009, primarify due to an increase In 

deductions for AFUDC equity. 

Matters Impacting Future Results 

See Note 4 to the Consolidated Financial Statements, 

"Regulatory Matters," for a discussion ofthe significant increase in the 

estimated cost of the 618 MW IGCC plant at Duke Energy Indiana's 

Edwardsport Generating Station. 

Duke Energy Indiana plans to file a rate case in 2012. This 

planned rate case Is needed to recover investments in Duke Energy 

Indiana's ongoing infrastructure modernization projects and operating 

costs. Duke Energy Indiana's earnings could be adversely impacted if 

any of this rate case is denied or delayed by the IURC. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The application of accounting policies and estimates is an 

important process that continues to develop as Duke Energy's 

operations change and accounting guidance evolves. Duke Energy 

has Identified a number of critical accounting policies and estimates 

that require the use of significant estimates and judgments. 

Management bases its estimates and judgments on historical 

experience and on other various assumptions that It believes are 

reasonable at the time of application. The estimates and judgments 

may change as time passes and more Information about Duke 

Energy's environment becomes available. If estimates and judgments 

are different tiian the actual amounts recorded, adjustments are 

made in subsequent periods to take Into consideration the new 

information. Duke Energy discusses its critical accounting policies 

and estimates and other significant accounting policies with senior 

members of management and the audit committee, as appropriate. 

Duke Energy's critical accounting policies and estimates are 

discussed below. 

Regulatory Accounting 

Certain of Duke Energy's regulated operations (primarily the 

majority of U.S. Franchised Electric and Gas and certain portions of 

Commercial Power) meet the criteria for application of regulatory 

accounting treatment. As a result, Duke Energy records assets and 

liabilities that result from the regulated ratemaking process that would 

not be recorded under GAAP In the U.S. for non-regulated entities. 

Regulatory assets generally represent Incurred costs that have been 

deferred because such costs are probable of future recovery In 

customer rates. Regulatory liabilities generally represent obligations to 

make refunds to customers for previous collections for costs that 

either are not likefy to or have yet to be Incurred. Management 

continually assesses whether the regulatory assets are probable of 

future recovery by considering factors such as applicable regulatory 

environment changes, historical regulatory treatment for similar costs 

in Duke Energy's jurisdictions, recent rate orders to other regulated 

entities, and the status of any pending or potential deregulation 

legislation. Based on this continual assessment, management 

believes the existing regulatory assets are probable of recovety. This 

assessment reflects the current political and regulatory climate at the 

state and federal levels, and is subject to change in the future. If 

future recovery of costs ceases to be probable, the asset write-offs 

would be required to be recognized in operating income. Additionally, 

the regulatory agencies can provide flexibility in the manner and 

timing of the depreciation of property, plant and equipment, 

recognition of nuclear decommissioning costs and amortization of 

regulatory assets or may disallow recovery of all or a portion of certain 

assets. Total regulatory assets were $3,390 million as of 

December 31 , 2010 and $3,886 million as of December 31 , 2009. 

Total regulatory liabilities were $3,155 million as of December 31 , 

2010 and $3,108 million as of December 31 , 2009. For further 

information, see Note 4 to the Consolidated Financial Statements, 

"Regulatoty Matters." 

In order to appfy regulatoty accounting treatment and record 

regulatory assets and liabilities, certain criteria must be met. In 

determining whether the criteria are met for its operations, 

management makes significant judgments, including determining 

whether revenue rates for services provided to customers are subject 

to approval by an independent, third-party regulator, whether the 

regulated rates are designed to recover specific costs of providing the 

regulated sen/ice, and a determination of whether, in view ofthe 

demand forthe regulated services and the level of competition, it is 

reasonable to assume that rates set at levels that will recover the 

operations' costs can be charged to and collected from customers. 

This final criterion requires consideration of anticipated changes in 

levels of demand or competition, direct and indirect, during the 

recovery period for any capitalized costs. If facts and circumstances 

change so that a portion of Duke Energy's regulated operations meet 

all of the scope criteria when such criteria had not been previously 

met, regulatory accounting treatment would be reapplied to all or a 

separable portion of the operations. Such reapplication includes 

adjusting the balance sheet for amounts that meet the definition of a 

regulatory asset or regulatoty liability. 

The regulatory accounting rules require recognition of a loss If It 

becomes probable that part of the cost of a plant under construction 

or a recently completed plant will be disallowed for ratemaking 

purposes and a reasonable estimate of the amount of the 

disallowance can be made. Such assessments can require significant 

judgment by management regarding matters such as the ultimate 

cost of a plant under construction, regulatory recovety Implications, 

etc. As discussed in Note 4, "Regulatory Matters," during 2010 Duke 

Energy Indiana recorded a $44 million disallowance charge related to 

the IGCC plant currentiy under constmction in Edwardsport, Indiana. 

Management will continue to assess matters as the constmction of 

the plant and the related regulatory proceedings continue, and further 

charges could be required in 2011 or beyond. 

Commercial Power owns, operates and manages power plants 

In the Midwestern United States. Commercial Power's generation 

operations, excluding renewable energy generation assets, consists of 

primarily coal-fired generation assets located in Ohio which are 

dedicated under the Duke Energy Ohio Electric Security Plan (ESP) 
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and gas-fired non-regulated generation assets which are dispatched 

Into wholesale markets. The primarily coal-fired generation assets 

also sell power into wholesale markets to the extent there is excess 

generation above the amount needed to fulfill Commercial Power's 

obligations under the ESP. The wholesale generation operations do 

not quality for regulatory accounting treatment as these operations do 

not meet the scope criteria. Commercial Power applies regulatory 

accounting treatment to certain portions of its ESP operations as the 

rate structure for these portions is designed to recover the specific 

costs of these components of the ESP. Despite other portions of the 

ESP operations not qualifying for regulatory accounting treatment, all 

of Commercial Power's ESP operations' rates are subject to approval 

by the PUCO, and thus these operations are referred to herein as 

Commercial Power's regulated operations. Generation is a 

competitive business in Ohio and retail customers have the abilify to 

switch to alternative suppliers for their electric generation service. As 

customers switch, there is a risk that some or all of Commercial 

Power's regulatory assets will not be recovered through the 

established riders. Duke Energy monitors the amount of retall 

customers that have switched to alternative suppliers when assessing 

the recoverabilify of its regulatory assets established for its ESP 

operations. As discussed in Note 4, "Regulatory Matters," Duke 

Energy Ohio's ESP expires on DecemberSl, 2011. In November 

2010, Duke Energy Ohio filed a request to serve its retail customers 

under a Market Rate Offer (MRO), effective January 1, 2012. Duke 

Energy will evaluate whether the continued application of regulatory 

accounting for Commercial Power's operations is appropriate once 

the outcome of the MRO filing is known. 

No other operations within Commercial Power, and no 

operations within the International Energy business segment, qualify 

for regulatory accounting treatment. 

The,substantial majority of U.S. Franchised Electric and Gas's 

operations qualify for regulatory accounting treatment and thus its 

costs of business and related revenues can result in the recording of 

regulatory assets and liabilities, as described above. 

Goodwill Impairment Assessments 

At December 31 , 2010 and 2009, Duke Energy had goodwill 

balances of $3,858 million and $4,350 million, respectively. At 

December 31 , 2010, the goodwill balances by segment were 

$3,483 million at U.S. Franchised Electric and Gas, $69 million at 

Commercial Power, and $306 million at International Energy. The 

majority of Duke Energy's goodwill relates to the acquisition of 

Cinergy in April 2006, whose assets are primarily included in the 

U.S. Franchised Electric and Gas and Commercial Power segments. 

Commercial Power also has $69 million of goodwill that resulted 

from the September 2008 acquisition of Catamount, a leading wind 

power company located In Rutland, Vermont. As of the acquisition 

date, Duke Energy allocates goodwill to a reporting unit, which Duke 

Energy defines as an operating segment or one level below an 

operating segment. 

Duke Energy recorded impairments of $500 million and $371 

million related to Commercial Power's non-regulated Midwest 

generation reporting unit in 2010 and 2009. Duke Energy Ohio 

recorded impairments of $677 million and $727 million related to 

Commercial Power's non-regulated Midwest generation reporting unit 

in 2010 and 2009. Subsequent to the 2010 impairment charges, 

there is no recorded amount of goodwill at Commercial Power's 

non-regulated Midwest generation reporting unit. These impairment 

charges are recorded in Goodwill and Other Impairment Charges on 

Duke Energy's Consolidated Statement of Operations. See Note 12 to 

the Consolidated Financial Statements, "Goodwill, Intangible Assets 

and Impairments" for further Information regarding the factors 

impacting the valuation of Commercial Power's non-regulated 

generation reporting unit. Duke Energy determined that no other 

goodwill impairments existed in 2010, 2009 and 2008. 

As discussed in Note 12 to the Consolidated Financial 

Statements, "Goodwill, Intangible Assets and Impairments", Duke 

Energy is required to test goodwill for impairment at the reporting unit 

level at least annually and more frequentiy If events or circumstances 

occur that would more likely than not reduce the fair value of a 

reporting unit below its carrying value. Duke Energy evaluates the 

carrying amount of its recorded goodwill for impairment on an annual 

basis as of August 31 and performs interim impairment tests if a 

triggering event occurs that indicates it is more likely than not that the 

fair value of a reporting unit is less than its carrying value. The 

analysis of the potential Impairment of goodwill requires a two step 

process. Step one of the impairment test involves comparing the fair 

values of reporting units with their carrying values. Including goodwill. 

If the carrying amount of a reporting unit exceeds the reporting unit's 

fair value, step two must be performed to determine the amount, if 

any, of the goodwill impairment loss. If the carrying amount Is less 

than fair value, further testing of goodwill is not performed. 

Step two of the goodwill Impairment test involves comparing the 

implied fair value of the reporting unifs goodwill against the carrying 

value of the goodwill. Under step two, determining the implied fair 

value of goodwill requires the valuation of a reporting unit's 

identifiable tangible and intangible assets and liabilities as if the 

reporting unit had been acquired in a business combination on the 

testing date. The difference between the fair value of the entire 

reporting unit as determined in step one and the net fair value of all 

Identifiable assets and liabilities represents the implied fair value of 

goodwill. The goodwill impairment charge, if any, would be the 

difference between the cariying amount of goodwill and the implied 

fair value of goodwill upon the completion of step two. 

For purposes of the step one analyses, determination of the 

reporting units' fair values is based on a combination ofthe income 

approach, which estimates the fair value of Duke Energy's reporting 

units based on discounted future cash fiows, and the market 

approach, which estimates the fair value of Duke Energy's reporting 

units based on market comparables within the utility and energy 

indusfries. Key assumptions used in the income approach analyses 

forthe U.S. Franchised Electric and Gas reporting units include, but 

are not limited to, the use of an appropriate discount rate, estimated 

future cash flows and estimated run rates of operation, maintenance, 

and general and administrative costs, and expectations of returns on 

equity that will be achieved. In estimating cash flows, Duke Energy 

incorporates expected growth rates, regulatory stability and ability to 

renew contracts, as well as other factors, into its revenue and 

expense forecasts. 
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Estimated future cash flows under the income approach are 

based to a large extent on Duke Energy's internal business plan, and 

adjusted as appropriate for Duke Energy's views of market participant 

assumptions. Duke Energy's internal business plan refiects 

management's assumptions related to customer usage and attrition 

based on internal data and economic data obtained from third party 

sources, projected commodity pricing data and potential changes in 

environmental regulations. The business plan assumes the 

occurrence of certain events in the future, such as the outcome of 

future rate filings, future approved rates of returns on equity, 

anticipated earnings/returns related to significant future capital 

investments, continued recovery of cost of service and the renewal of 

certain contracts. Management also makes assumptions regarding 

the run rate of operation, maintenance and general and 

administrative costs based on the expected outcome of the 

aforementioned events. Should the actual outcome of some or all of 

these assumptions differ slgnificantiy from the current assumptions, 

revisions to current cash flow assumptions could cause the fair 

value of Duke Ener^'s reporting units to be significantly different in 

future periods. 

One of the most significant assumptions that Duke Energy 

utilizes in determining the fair value of its reporting units under the 

income approach is the discount rate applied to the estimated future 

cash flows. Management determines the appropriate discount rate for 

each of its reporting units based on the WACC for each individual 

reporting unit. The WACC takes into account both the pre-tax cost of 

debt and cost of equity, (a major component of the cost of equity is 

the current risk-free rate on twenty year U.S. Treasury bonds). Duke 

Energy considered implied WACC's for certain peer companies in 

determining the appropriate WACC rates to use In its analysis. As 

each reporting unit has a different risk profile based on the nature of 

its operations, including factors such as regulation, the WACC for 

each reporting unit may differ. Accordingly, the WACCs were 

adjusted, as appropriate, to account for company specific risk 

premiums. For example, transmission and distribution reporting units 

generally would have a lower company specific risk premium as they 

do not have the higher level of risk associated with owning and 

operating generation assets nor do they have significant construction 

risk or risk associated with potential fijture carbon legislation or 

pending EPA regulations. The discount rates used for calculating the 

fair values as of August 31, 2010 for each of Duke Energy's domestic 

reporting units were commensurate with the risks associated with 

each reporting unit and ranged from 5.75% to 9.0%. For Duke 

Energy's international operations, a base discount rate of 8.2% was 

used, with specific adders used for each separate jurisdiction in 

which International Energy operates to reflect the differing risk profiles 

of the jurisdictions and countries. This resulted in discount rates for 

the August 3 1 , 2010 goodwill Impairment test for the international 

operations ranging from 9.7% to 13.0%. 

Another significant assumption that Duke Energy utilizes in 

determining the fair value of its reporting units under the income 

approach is the long-term growth rate of the businesses for purposes 

of determining a terminal value at the end of the discrete forecast 

period. A long-term growth rate of three percent was,used in the 

valuations of all ofthe U.S. Franchised Electric and Gas reporting 

units, reflecting the median long-term inflation rate and the signiflcant 

capital investments forecasted for all ofthe U.S. Franchised Electric 

and Gas reporting units. A long-term growth rate of two percent was 

used in the valuation of the Commercial Power non-regulated 

Midwest generation reporting unit given the finite lives of the 

unregulated generation power plants and current absence of plans to 

reinvest In the unregulated generation assets. 

These underiying assumptions and estimates are made as of a 

point in time; subsequent changes, particulariy changes in the 

discount rates or growth rates inherent in management's estimates of 

future cash flows, could result In future impairment charges. 

Management continues to remain alert for any Indicators that the fair 

value of a reporting unit could be below book value and will assess 

goodwill for impairment as appropriate. 

In the second quarter of 2010, goodwill for U.S. Franchised 

Electric and Gas's Ohio T&D reporting unit (Ohio T&D) was tested at 

this interim date. The fair value of the Ohio T&D reporting unit is 

impacted by a multitude of factors, including current and forecasted 

customer demand, discount rates, valuation of peer companies, and 

regulatory and legislative developments. Management periodically 

updates the load forecasts to refiect current trends and expectations 

based on the current environment and future assumptions. The 

spring and summer 2010 load forecast Indicated that load will not 

return to 2007 weather-normalized levels for several more years. 

Based on the results of the second quarter 2010 Impairment 

analysis, the fair value of the Ohio T&D reporting unit was $216 

million below Its book value at Duke Energy Ohio and $40 million 

higher than its book value at Duke Energy. Accordingly, this goodwill 

impairment charge was only recorded by Duke Energy Ohio. 

As of December 3 1 , 2010, the Ohio T&D reporting unit had a 

goodwill balance of approximatefy $700 million at Duke Energy and 

$745 million at Duke Energy Ohio. Potential circumstances that 

could have a negative effect on the fair value of the Ohio T&D 

reporting unit Include additional declines in load volume forecasts, 

changes in the WACC, changes in the timing and/or recovery of and 

on investments in SmartGrid technology, and the success of future 

rate case filings. 

As of December 31 , 2010, the fair value of Commercial 

Power's Renewables Reporting tinit exceeded its carrying value by 

approximately 10%. As an overall test ofthe reasonableness ofthe 

estimated fair values of the reporting units, Duke Energy reconciled 

the combined fair value estimates of its reporting units to its market 

capitalization as of August 3 1 , 2010. The reconciliation confirmed 

that the fair values were reasonably representative of market views 

when applying a reasonable control premium to the market 

capitalization. Additionally, Duke Energy would perform an Interim 

impairment assessment should any events occur or circumstances 

change that would more likely than not reduce the fair value of a 

reporting unit below Its carrying value. Subsequent to August 3 1 , 

2010, management did not identity any indicators of potential 

impairment that required an update to the annual Impairment test. 

The majority of Duke Energy's business is In environments that are 

either fully or partially rate-regulated. In such environments, revenue 

requirements are adjusted periodically by regulators based on factors 

including levels of costs, sales volumes and costs of capital. 

Accordingfy, Duke Energy's regulated utilities operate to some degree , 

with a buffer from the direct effects, positive or negative, of significant 
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swings in market or economic conditions. However, management 
will continue to monitor changes in the business, as well as overall 
market conditions and economic factors that could require additional 
impairment tests. 

Long-Lived Asset Impairment Assessments 

Property, plant and equipment is stated at the lower of historical 

cost less accumulated depreciation or fair value. If Impaired. Duke 

Energy evaluates property, plant and equipment for impairment when 

events or changes in circumstances indicate that the carrying value of 

such assets may not be recoverable. The determination of whether an 

impairment has occurred is based on an estimate of undiscounted 

future cash flows attributable to the assets, as compared with the 

carrying value of the assets. Performing an impairment evaluation 

involves a significant degree of estimation and judgment in areas 

such as identifying circumstances that indicate an impairment may 

exist, identifying and grouping affected assets, and developing the 

undiscounted and discounted future cash flows (used to estimate fair 

value in the absence of market-based value) associated with the 

asset. Additionally, determining fair values requires probability 

weighting the cash fiows to refiect expectations about possible 

variations in their amounts or timing and the selection of an 

appropriate discount rate. Although cash flow estimates are based on 

relevant information available at the time the estimates are made, 

estimates of future cash flows are, by nature, highly uncertain and 

may vary slgnificantiy from actual results. If an impairment has 

occurred, the amount of the impairment recognized is determined by 

estimating the fair value of the assets and recording a loss If the 

cartying value Is greater than the fair value. For assets Identified as 

held for sale, the carrying value is compared to the estimated fair 

value less the cost to sell In order to determine If an Impairment loss 

Is required. Until the assets are disposed of, their estimated fair value 

is re-evaluated when circumstances or events change. 

As discussed further in Note 12 to the Consolidated Financial 

Statements, "Goodwill, Intangible Assets and Impairments", 

Commercial Power recorded $160 million of pre-tax impaimnent 

charges related to certain generating assets and emission allowances 

primarily associated with these generation assets In the Midwest to 

write-down the value of these assets to their estimated fair value. The 

generation assets that were subject to this impainment charge were 

those coal fired generating assets that do not have certain 

environmental emissions control equipment, causing these 

generation assets to be potentially heavily impacted by the EPA's 

proposed rules.on emissions of NO^ and SO2. These impairment 

charges are recorded in Goodwill and Other Impairment Charges on 

Duke Energy's Consolidated Statement of Operations. 

Revenue Recognition 

Revenues on sales of electricity and gas are recognized when 

either the seivice is provided or the product is delivered. Operating 

revenues include unbilled elecfric and gas revenues earned when 

service has been delivered but not billed by the end ofthe accounting 

period. Unbilled retail revenues are estimated by appfying an average 

revenue per kilowatt-hour (kWh) or per Mcf for all customer classes 

to the number of estimated kWh or Mcfs delivered but not billed. 

Unbilled wholesale energy revenues are calculated by appfying the 

contractual rate per megawatt-hour (mWh) to the number of 

estimated mWh delivered but not yet billed. Unbilled wholesale 

demand revenues are calculated by applying the contractual rate per 

MW to the MW volume delivered but not yet billed. The amount of 

unbilled revenues can vary slgnificantiy from period to period as a 

result of numerous factors, including seasonality, weather, customer ̂  

usage patterns and customer mix. 

In accordance with new accounting rules effective on 

January 1, 2010, Duke Energy began consolidating Cinergy 

Receivables Company, LLC (Cinergy Receivables). Accordingfy, 

unbilled revenues which had been included in the sale of receivables 

to Cinergy Receivables prior to the effective date of the new 

accounting rules, and thus not reflected on Duke Energy's 

Consolidated Balance Sheets, are now included in Receivables on 

Duke Energy's Consolidated Balance Sheets. At December 3 1 , 2010 

and 2009, Duke Energy had $751 million and $460 million,: 

respectively, of unbilled revenues within Restricted Receivables of 

Variable Interest Entities and Receivables on their respective 

Consolidated Balance Sheets. 

Accounting for Loss Contingencies 

Duke Energy is involved In certain legal and environmental 

matters that arise in the normal course of business. In the preparation 

of its consolidated financial statements, management makes 

judgments regarding the future outcome of contingent events and 

records a loss contingency when it is determined that It Is probable 

that a loss has occurred and the amount ofthe loss can be 

reasonably estimated: Management regulariy reviews current 

information available to determine whether such accruals should be 

adjusted and whether new accruals are required. Estimating probable 

losses requires analysis of multiple forecasts and scenarios that often 

depend on judgments about potential actions by third parties, such 

as federal, state and local courts and other regulators. Contingent 

liabilities are often resolved over long periods of time. Amounts 

recorded in the consolidated financial statements may differ from the 

actual outcome once the contingency Is resolved, which could have a 

material Impact on future results of operations, financial position and 

cash flows of Duke Energy. 

Duke Energy has experienced numerous claims for 

Indemnification and medical cost reimbursement relating to damages 

for bodily Injuries alleged to have arisen from the exposure to or use 

of asbestos in connection with construction and maintenance 

activities conducted by Duke Energy Carolinas on its electric 

generation plants prior to 1985. 

Amounts recognized as asbestos-related resen/es related to 

Duke Energy Carolinas in the respective Consolidated Balance Sheets 

totaled $853 million and $980 million as of December 3 1 , 2010 

and DecemberSl, 2009, 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 asbestos claims through 2030. Management believes that 

it is possible there will be additional claims filed against Duke Energy 
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Carolinas after 2030. In light ofthe uncertainties inherent in a longer-

term forecast, management does not believe that they can reasonably 

estimate the indemnity and medical costs that might be incurred after 

2030 related to such potential claims. Asbestos-related loss estimates 

incorporate anticipated inflation, if applicable, and are recorded on an 

undiscounted basis. These resen/es are based upon current estimates 

and are subject to greater uncertainty as the projection period 

lengthens. A significant upward or downward trend in the number of 

claims filed, the nature ofthe alleged injury, and the average cost of 

resolving each such claim could change our estimated liability, as 

could any substantial adverse or favorable verdict at trial. A federal 

legislative solution, further state tort reform or sfructured settlement 

transactions could also change the estimated liability. Given the 

uncertainties associated with projecting matters into the future and 

numerous otherfactors outside our control, management believes 

that it is possible Duke Energy Carolinas may incur asbestos liabilities 

in excess of the recorded reser\/es. 

Duke Energy has a third-party insurance policy to cover certain 

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

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

Duke Energy Carolinas' cumulative payments began to exceed the 

self insurance retention on its insurance policy during the second 

quarter of 2008. Future payments up to the policy limit will be 

reimbursed by Duke Energy's third party insurance carrier. The 

insurance policy limit for potential future insurance recoveries for 

indemnification and medical cost claim payments is $1,005 million 

in excess ofthe self insured retention. Insurance recoveries of $850 

million and $984 million related to this policy are classified in the 

Consolidated Balance Sheets in Other within Investments and Other 

Assets and Receivables as of December 31, 2010 and 2009, 

respectively. Duke Energy is not aware of any uncertainties regarding 

the legal sufficiency of insurance claims. Management believes the 

insurance recovery asset is probable of recovety as the Insurance 

carrier continues to have a strong financial strength rating. 

For further information, see Note 5 to the Consolidated Financial 

Statements, "Commitments and Contingencies." 

Accounting for Income Taxes 

Significant management judgment is required In determining 

Duke Energy's provision for income taxes, deferred tax assets and 

liabilities and the valuation allowance recorded against Duke Energy's 

net deferred tax assets, if any. 

Deferred tax assets and liabilities are recognized for the future 

tax consequences atfributable to differences between the book basis 

and tax basis of assets and liabilities. Deferred tax assets and 

liabilities are measured using enacted tax rates expected to apply to 

taxable Income In the years In which those temporary differences are 

expected to be recovered or settled. The probability of realizing 

deferred tax assets is based on forecasts of future taxable income and 

the use of tax planning that could Impact the ability to realize deferred 

tax assets. If future utilization of deferred tax assets is uncertain, a 

valuation allowance may be recorded against certain deferred tax 

assets. 

In assessing the likelihood of realization of deferred tax assets, 

management considers estimates of the amount and character of 

future taxable Income. Actual income taxes could vary from estimated 

amounts due to the impacts of various items, including changes to 

income tax laws, Duke Energy's forecasted financial condition and 

results of operations in future periods, as well as results of audits and 

examinations of filed tax returns by taxing authorities. Although 

management believes current estimates are reasonable, actual results 

could differ from these estimates. 

Significant judgment is also required in computing Duke 

Energy's quarteriy effective tax rate (ETR). ETR calculations are 

revised each quarter based on the best full year tax assumptions 

available at that time, including, but not limited to, income levels, 

deductions and credits. In accordance with interim tax reporting 

rules, a tax expense or benefit is recorded every quarter to adjust for 

the difference in tax expense computed based on the actual 

year-to-date ETR versus the forecasted annual ETR. 

Duke Energy recognizes tax benefits for positions taken or 

expected to be taken on tax returns, including the decision to exclude 

certain income or transactions from a return, when a more-likely-

than-not threshold is met for a tax position and management believes 

that the position will be sustained upon examination by the taxing 

authorities. Duke Energy records the largest amount ofthe tax benefit 

that is greater than 50%> likely of being realized upon settlement. 

Management evaluates each position based solely on the technical 

merits and facts and circumstances ofthe position, assuming the 

position will be examined by a taxing authority having full knowledge 

of all relevant Information. Significant management judgment is 

required to determine recognition thresholds and the related amount 

of tax benefits to be recognized in the Consolidated Financial 

Statements. Management reevaluates tax positions each period in 

which new information about recognition or measurement becomes 

available. The portion of the tax benefit which is uncertain is 

disclosed in the footnotes to the Consolidated Financial Statements. 

Undisfributed foreign earnings associated with International 

Energy's operations are considered indefinitely reinvested, thus no 

U.S. tax is recorded on such earnings. This assertion is based on 

management's determination that the cash held in International 

Energy's foreign jurisdictions Is not needed to fund the operations of 

its U.S. operations and that International Energy either has invested 

or has intentions to reinvest such earnings. While management 

currently intends to indefinitely reinvest all of International Energy's 

unremitted earnings, should circumstances change, Duke Energy 

may need to record additional Income tax expense In the period In 

which such determination changes. The cumulative undisfributed 

earnings as of December 3 1 , 2010 on which Duke Energy has not 

provided deferred U.S. income taxes and foreign withholding taxes is 

$1.2 billion. The amount of unrecognized deferred tax liability related 

to these undistributed earnings is estimated at between $175 million 

and $250 million. 

For further information, see Note 22 to the Consolidated 

Financial Statements, "Income Taxes." 

Pension and Other Post-Retirement Benefits 

The calculation of pension expense, other post-retirement 

benefit expense and pension and other post-retirement liabilities 

require the use of assumptions. Changes in these assumptions can 
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result in different expense and reported liability amounts, and future 

actual experience can differ from the assumptions. Duke Energy 

believes that the most critical assumptions for pension and other 

post-retirement benefits are the expected long-term rate of return on 

plan assets and the assumed discount rate. Additionally, medical and 

prescription drug cost trend rate assumptions are critical to Duke 

Energy's estimates of other post-retirement benefits. 

Funding requirements for defined benefit (DB) plans are 

determined by government regulations. Duke Energy made voluntary 

contributions to Its DB retirement plans of $400 million in 2010, 

$800 million in 2009 and zero in 2008. In 2011, Duke Energy 

anticipates making $200 million of confributions to its DB plans. 

Duke Energy Plans 

Duke Energy and its subsidiaries (including legacy Cinergy 

businesses) maintain non-contributory defined benefit retirement 

plans. The plans cover most U.S. employees using a cash balance 

formula. Under a cash balance formula, a plan participant 

accumulates a retirement benefit consisting of pay credits that are 

based upon a percentage (which may vary with age and years of 

sen/ice) of current eligible earnings and current interest credits. 

Certain legacy Cinergy employees are covered under plans that use a 

final average earnings formula. Under a final average earnings 

formula, a plan participant accumulates a retirement benefit equal to 

a percentage of their highest 3-year average earnings, plus a 

percentage of their highest 3-year average eamings In excess of 

covered compensation per year of participation (maximum of 35 

years), plus a percentage of their highest 3-year average earnings 

times years of participation in excess of 35 years. Duke Energy also 

maintains non-qualified, non-contributoty defined benefit retirement 

plans which cover certain executives. 

Duke Energy and most of its subsidiaries also provide some 

health care and life insurance benefits for retired employees on a 

confributory and non-confributoty basis. Certain employees are 

eligible for these benefits if they have met age and service 

requirements at retirement, as defined in the plans. 

Duke Energy recognized pre-tax qualified pension cost of $52 

million In 2010. In 2011, Duke Energy's pre-tax qualified pension 

cost is expected to be $7 million lower than in 2010 resulting 

primarify from inclusion of special settlement and contract termination 

benefit costs in 2010 that will not be included in 2011. Duke Energy 

recognized pre-tax nonqualified pension cost of $12 million and 

pre-tax other post- retirement beneflts cost of $28 million. In 2010. 

In 2011, pre-tax non-qualified pension cost and pre-tax other post-

retirement benefits costs are expected to be approximatefy the same 

amounts in 2010. 

For both pension and other post-retirement plans, Duke Energy 

assumes that its plan's assets will generate a long-term rate of return 

of 8.25% as of DecemberSl, 2010. The assets for Duke Energy's 

pension and other post-retirement plans are maintained in a master 

trust. The investment objective of the master trust is to achieve 

reasonable returns on trust assets, subject to a prudent level of 

portfolio risk, for the purpose of enhancing the security of benefits for 

plan participants. The asset allocation targets were set after 

considering the investment objective and the risk profile. U.S. equities 

are held for their high expected return. Non-U.S. equities, debt 

securities, hedge funds, real estate and other global securities are 

held for diversification. Investments within asset classes are to be 

diversified to achieve broad market participation and reduce the 

impact of individual managers or investments. Duke Energy regulariy 

reviews its actual asset allocation and periodically rebalances Its 

Investments to its targeted allocation when considered appropriate. 

Duke Energy also invests other post-retirement assets in the Duke 

Energy Corporation Employee Benefits Trust (VEBA I) and the Duke 

Energy Corporation Post-Retirement Medical Benefits Trust (VEBA 11). 

The Investment objective of the VEBAs is to achieve sufficient returns, 

subject to a prudent level of portfolio risk, for the purpose of 

promoting the security of plan benefits for participants. The VEBAs 

are passively managed. 

The expected long-term rate of return of 8.25% for the plan's 

assets was developed using a weighted average calculation of 

expected returns based primarily on future expected returns across 

asset classes considering the use of active asset managers. The 

weighted average returns expected by asset classes were 2.6% for 

U.S. equities, 1.45% for Non-U.S. equities, 1.0% for global equities, 

2.0% for debt securities, 0.3% for global private equity, 0.3% for 

hedge funds, 0.3% for real estate and 0.3% for other global 

securities. 

Duke Energy discounted its future U.S. pension and other post-

retirement obligations using a rate of 5.00% as of December 3 1 , 

2010. Duke Energy determines the appropriate discount based on a 

yield curve approach. Underthe yield curve approach, expected 

future benefit payments for each plan are discounted by a rate on a 

third-party bond yield cun/e corresponding to each duration. The yield 

cun/e Is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum of the discounted cash flows. 

Future changes in plan asset returns, assumed discount rates and various other factors related to the participants in Duke Energy's pension 

and post-retirement plans will Impact Duke Energy's future pension expense and liabilities. Management cannot predict with certainty what , 

these factors will be in the future. The following table presents the approximate effect on Duke Energy's 2010 pre-tax pension expense, pension 

obligation and other post-retirement benefit obligation if a 0.25% change in rates were to occur: 

Qualified Pension Plans Other Post-Retirement Plans 

(In millions) -1-0.25 % -0.25% -1-0.25 % -0.25% 

Effect on 2010 pre-tax pension expense 
Expected long-term rate of return 
Discount rate 

Effect on benefit obligation at December 31, 2010 
Discount rate 

$ (11) 
(7) 

(101) 

f 11 
7 

101 

(1) 

(17) 

1 

17 
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Duke Energy's U.S. post-retirement plan uses a medical care trend rate which refiects the near and long-term expectation of increases in 

medical health care costs. Duke Energy's U.S. post-retirement plan uses a prescription drug trend rate which reflects the near and long-term 

expectation of increases in prescription drug health care costs. As of December 3 1 , 2010, the medical care trend rates were 8.50%; which 

grades to 5.00% by 2020. As of December 31 , 2010, the prescription drug trend rate was 9.80%, which grades to 5.00% by 2025. The 

following table presents the approximate effect on Duke Energy's 2010 pre-tax other post-retirement expense and other post-retirement benefit 

obligation If a 1% point change in the health care trend rate were to occun 

Other Post-Retirement Plans 

(in millions) -1.0% -1.0% 

Effect on other post-retirement expense 
Effect on other post-retirement benefit obligation 

$ 2 
37 

i (2) 
(33) 

Forfurttier information, see Note 21 to the Consolidated Financial Statements, "Employee Benefit Plans." 

LIQUIDITY AND CAPITAL RESOURCES 

Known Trends and Uncertainties 

At December 31 , 2010, Duke Energy had cash and cash 

equivalents of $1.7 billion, of which $700 million is held in foreign 

jurisdictions and is forecasted to be used to fund the operations of 

and investments in International Energy. To fund its liquidity and 

capital requirements during 2011, Duke Energy will rely primarily 

upon cash flows from operations, borrowings, and Its existing cash 

and cash equivalents. The relatively stable operating cash flows of the 

U.S. Franchised Elecfric and Gas business segment compose a 

substantial portion of Duke Energy's cash flows from operations and it 

is anticipated that it will continue to do so for the next several years. A 

material adverse change in operations, or in available flnancing, 

could impact Duke Energy's ability to fund its current liquidity and 

capital resource requirements. 

Ultimate cash flows from operations are subject to a number of 

factors. Including, but not limited to, regulatory constraints, economic 

trends and market volatility (see Item IA. "Risk Factors" for details). 

Duke Energy projects 2011 capital and investment expenditures 

of $5.0 billion, primarify consisting of: 

•$3.9 billion at U.S. Franchised Electric and Gas 

• $0.7 billion at Commercial Power 

• $0.2 billion at International Energy and 

• $0.2 billion at Other 

Duke Energy continues to focus on reducing risk and positioning 

its business for fijture success ahd will invest principally in its 

strongest business sectors. Based on this goal, 78% of total projected 

2011 capital expenditures are allocated to the U.S. Franchised 

Electric and Gas segment. Total U.S. Franchised Electric and Gas 

projected 2011 capital and Investment expenditures include $1.7 

billion for system growth, $1.8 billion for maintenance and upgrades 

of existing plants and Infrastructure to serve load growth and $0.4 

billion of nuclear fuel. 

With respect to the 2011 capital expenditure plan, Duke Energy 

has flexibility within Its $5.0 billion budget to defer or eliminate 

certain spending should the broad economic recovery stall. Of the 

$5.0 billion budget, $2.4 billion relates to projects for which 

management has committed capital, including, but not limited to, the 

continued construction of Cliffside Unit 6, the Edwardsport IGCC 

plant and the Buck and Dan River combined cycle gas-flred facilities, 

and management intends to spend those capital dollars in 2011 

irrespective of broader economic factors. $2.0 billion of projected 

2011 capital expenditures are expected to be used primarily for 

overall system maintenance, customer connections and corporate 

expenditures. Although these expenditures are ultimately necessary to 

ensure overall system maintenance and reliability, the timing of the 

expenditures may be influenced by broad economic conditions and 

customer growth, thus management has more flexibility in terms of 

when these dollars are actuaify spent. The remaining planned 2011 

capital expenditures of $0.6 billion are of a discretionaty nature and 

relate to growrth opportunities in which Duke Energy may invest, 

provided there are opportunities that meet return expectations. 

As a result of Duke Energy's signiflcant commitment to 

modernize its generating fleet through the consfruction of new units, 

as well as Its focus on increasing Its renewable energy portfolio, the 

ability to cost effectively manage the construction phase of current 

and future projects Is critical to ensuring full and timely recovery of 

costs of construction within Its regulated operations. Should Duke 

Energy encounter significant cost overruns above amounts approved 

by the various state commissions, and those amounts are disallowed 

for recovery in rates, future cash flows and results of operations could 

be adversely Impacted. 

Many of Duke Energy's current capital expenditure projects. 

Including system modernization and renewable investments, quality 

for bonus depreciation. Duke Energy estimates that over time it could 

generate cumulative cash beneflts beti/veen $1.5 billion and $3 

billion from these provisions. This broad range reflects uncertainty 

over how bonus depreciation rules will be applied. Duke Energy is 

waiting for clarification from the US Department of Treasury to 

determine which projects will quality for 50% or for 100% bonus 

depreciation deductions. Even though bonus depreciation related to 

Duke Energy's regulated projects reduces rate base, the cash benefits 

will decrease Duke Energy's need for financings over time and help to 

mitigate future customer rate increases. 

Duke Energy anticipates its debt to total capitalization ratio to be 

47% in 2011. In 2011, Duke Energy currentiy anticipates issuing 

additional net debt of $2.2 billion, primarify for the purpose of 

funding capital expenditures. Due to the fiexibility in the timing of 

projected 2011 capital expenditures, the timing and amountof debt 

issuances throughout 2011 could be infiuenced by changes in the 

timing of capital spending. 
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Duke Energy has access to unsecured revolving credit facilities, 

which are not resfricted upon general market conditions, with 

aggregate bank commitments of $3.14 billion. Additionally, Duke 

Energy has access to $0.2 billion in credit facilities from smaller 

regional banks. At December 31 , 2010, Duke Energy has available 

borrowing capacity of $2.5 billion under these facilities. Management 

currentiy believes that amounts available under its revolving credit 

facility are accessible should there be a need to generate additional 

short-term financing in 2011, such as the issuance of commercial 

paper. Management expects that cash flows from operations and 

issuances of debt will be suflicient to cover the 2011 funding 

requirements related to capital and investments expenditures and 

dividend payments. 

Duke Energy monitors compliance with all debt covenants and 

restrictions and does not currentiy believe it will be in violation or 

breach of its significant debt covenants during 2011. However, 

circumstances could arise that may alter that view, including a future 

change in tax law goveming LJ.S. taxation of foreign earnings. If and 

when management had a belief that such potential breach could 

exist, appropriate action would be taken to mitigate any such issue. 

Duke Energy also maintains an active dialogue with the credit rating 

agencies. 

Duke Energy periodically evaluates the impact of repatriation of 

cash generated and held in foreign countries. Duke Energy's current 

intent is to indefinitely reinvest foreign earnings. However, 

circumstances could arise that may alter that view. If Duke Energy 

were to decide to repafriate foreign generated,and held cash, 

recognition of material U.S. federal income tax liabilities could be 

required. 

Operating Cash Flows 

Net cash provided by operating activities was $4,511 million in 

2010, compared to $3,463 million in 2009, an increase in cash 

provided of $1,048 million. The increase in cash provided by 

operating activities was driven primarify by: 

• Excluding the Impacts of non-cash Impairment charges, net 

Income Increased during the year ended DecemberSl, 2010 

compared to the same period In 2009, 

• A $400 million decrease in confributions to company 

sponsored pension plans, and 

• Changes in traditional working capital amounts due to timing 

of cash receipts and cash payments, principally a decrease in 

coal inventory, partially offset by a net decrease In cash from 

taxes of $480 million. 

Net cash provided by operating activities was $3,463 million in 

2009, compared to $3,328 million in 2008, an increase in cash 

provided of $135 million. The increase in cash provided by operating 

activities was driven primarily by: 

• Excluding the impacts of non-cash impairment charges, net 

income increased during the year ended DecemberSl, 2009 

compared to ttie same period In 2008, and 

• Changes in traditional working capital amounts due to timing 

of cash receipts and cash payments, principally a net increase 

in cash from taxes of $740 million, partiaify offset by an 

increase in coal Inventory, partiaify offset by 

• An $800 million increase in confributions to company 

sponsored pension plans. 

Investing Cash Flows 

Net cash used in investing activities was $4,423 million in 

2010, $4,492 million in 2009, and $4,611 million in 2008. 

The primary use of cash related to investing activities is capital, 

investment and acquisition expenditures, detailed by reportable 

business segment in the following table. 

Capital, Investment and Acquisition Expenditures by Business 

Segment 

Years Ended December 31, 

(In millions) 2010 2009 2008 

U.S. Franchised Electric and Gas 
Commercial Power 
International Energy 
Other 

$3,891 $3,560 $3,650 
525 688 870 
181 128 161 
258 181 241 

Total consolidated $4,855 $4,557 $4,922 

The decrease in cash used in investing activities in 2010 as 

compared to 2009 is primarily due to the following: 

• A $300 million increase in proceeds from asset sales, 

•A $120 million decrease In purchases of available-for-sale 

securities, net of proceeds, due to net proceeds of $95 million 

in 2010 compared to net purchases of $25 million in 2009, 

and 

• A $40 million increase in net emission allowance activity, 

refiecting net sales in 2010 compared to net purchases in 

2009. 

These increases in cash used were partiaify offset by the 

following: 

• A $300 million Increase in capital, investment and acquisition 

expenditures. 

The decrease In cash used In investing activities in 2009 as 

compared to 2008 Is primarify due to the following: 

• A $365 million decrease In capital, investment and 

acquisition expenditures, due primarily to 2008 acquisitions. 

This decrease in cash used was partially offset by the following; 

• A $125 million decrease in proceeds from available-for-sale 

securities, net of purchases, due to net purchases of $25 

million in 2009 compared to net proceeds of $100 million In 

2008, 
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• A $70 million decrease in net emission allowance activity, 

reflecting net purchases In 2009 compared to net sales in 

2008, and 

• A $30 million decrease in proceeds from asset sales. 

Financing Cash Flows and Liquidity 

Duke Energy's consolidated capital structure as of 

DecemberSl, 2010, including short-term debt, was 45%, debt and 

55% common equity. The fixed charges coverage ratio, calculated 

using SEC guidelines, was 3.0 times for 2010, 3.0 times for 2009, 

and 3.4 times for 2008. 

Net cash provided by financing activities was $40 million in 

2010 compared to $1,585 million in 2009, a decrease in cash 

provided of $1,545 million. The change was due primarily to the 

following: 

• A $1,785 million decrease in proceeds from issuances of 

long-term debt, net of redemptions, as a result of net 

Issuances of $1,091 million during 2010 as compared to net 

issuances of $2,876 million during 2009, 

• A $200 million decrease in proceeds from the issuances of 

common stock primarify related to the DRIP and other internal 

plans, and 

• A $60 million increase in dividends paid in 2010. 

These decreases in cash provided were partially offset by: 

• A $490 million increase due to the repayment of the Duke 

Energy Ohio credit facility drawdown and outstanding 

commercial paper in 2009, and 

Net cash provided by financing activities was $1,585 million in 

2009 compared to $1,591 million in 2008, a decrease in cash 

provided of $6 million. The change was due primarily to the 

following: 

• A $475 million decrease due to the repayment of the Duke 

Energy Ohio credit facilify drawdown and outstanding 

commercial paper, and 

• An $80 million increase in dividends paid in 2009. 

These decreases In cash provided were partially offset by: 

• A $385 million increase in proceeds from the Issuances of 

common stock primarily related to the DRIP and other Internal 

plans, and 

• A $210 million increase in proceeds from issuances of long-

term debt, net of redemptions, as a result of net Issuances of 

$2,875 million during 2009 as compared to net issuances of 

, $2,665 million during 2008. 

Significant Financing Activities — Year Ended 2010. 

Duke Energy issues shares of its common stock to meet certain 

employee benefit and long-term Incentive obligations. Beginning in 

the fourth quarter of 2008, Duke Energy began issuing authorized 

but unissued shares of common stock to fulfill obligations under its 

DRIP and other internal plans, including 401(k) plans. Proceeds 

from all Issuances of common stock, primarily related to the DRIP 

and other employee benefit plans. Including employee exercises of 

stock options, were $302 million In 2010. 

During the year ended DecemberSl, 2010, Duke Energy's 

total dividend per share of common stock was $0.97, which resulted 

in dividend payments of $1,284 million. 

In December 2010, Top of the Worid Wind Energy LLC, a 

subsidiary of Duke Energy Generation Ser\/ices, Inc. (DEGS), an 

indirect wholly-owned subsidiary of Duke Energy, entered into a long-

term loan agreement for $193 million principal amount maturing in 

December 2028. The collateral for this loan Is substantlaify all of the 

assets of Top of the Worid Windpower LLC. The Initial Interest rate on 

the notes Is the six month adjusted London Interbank Offered Rate 

(LIBOR) plus an applicable margin. In connection with this debt 

issuance, DEGS entered into an interest rate swap to convert the 

substantial majority of the loan interest payments from a variable rate 

to a fixed rate of 3.465'% plus the applicable margin, which was 

2.375% as of December 3 1 , 2010. Proceeds from the issuance will 

be used to help fund the existing wind portfolio. 

In September 2010, Duke Energy Carolinas converted $143 

million of tax-exempt variable-rate demand bonds to tax-exempt term 

bonds, which carry a fixed interest rate of 4.375 % and mature 

October 2031. Prior to the conversion, the bonds were held by Duke 

Energy Carolinas as treasury bonds. In connection with the 

conversion, the tax-exempt bonds were secured by a series of Duke 

Energy Carolinas' first mortgage bonds. 

In September 2010, Duke Energy Carolinas converted $100 

million of tax-exempt variable-rate demand bonds, to tax-exempt term 

bonds, which carry a fixed interest rate of 4.625% and mature 

November 1, 2040. In connection with the conversion, the 

tax-exempt bonds were secured by a series of Duke Energy Carolinas' 

first mortgage bonds. In September 2010, Duke Energy Indiana 

refunded $70 million of tax-exempt auction rate bonds through the 

Issuance of $70 million principal amount of tax-exempt term bonds, 

of which $60 million carry a fixed interest rate of 3.375'% and 

mature March 1, 2019 and $10 million carry a fixed interest rate of 

3.75%> and mature April 1, 2022. In connection with the 

conversion, the tax-exempt bonds were secured by a series of Duke 

Energy Indiana's first mortgage bonds. 

In September 2010, Duke Energy Indiana refunded $70 million 

of tax-exempt auction rate bonds through the issuance of $70 million 

principal amount of tax-exempt term bonds, of which $60 million 

carty a fixed Interest rate of 3.375% and mature March 1, 2019 and 

$10 million carry a fixed Interest rate of 3.75% and mature April 1, 

2022. In connection with the conversion, the tax-exempt bonds were 

secured by a series of Duke Energy Indiana's first mortgage bonds. 

In July 2010, Duke Energy Indiana issued $500 million 

principal amount of 3.75% first mortgage bonds due Jufy 15, 2020. 

Proceeds from the Issuance were used to repay $123 million of 

borrowings under the Master Credit Facility, and will be used to fund 

Duke Energy Indiana's ongoing capital expenditures and for general 

corporate purposes. 

In Jufy 2010, International Energy issued $281 million 

principal amount in Brazil, which carries an Interest rate of 8.59% 
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plus IGP-M (Brazil's monthfy Infiation Index) non-convertible 

debentures due July 2015. Proceeds of the issuance were used to 

refinance Brazil debt related to DEIGP and for future debt maturities 

In Brazil. 

In June 2010, Duke Energy Carolinas Issued $450 million 

principal amount of 4.30% flrst mortage bonds due June 15, 

2020. Proceeds from the Issuance will be used to fund Duke Energy 

Carolinas' ongoing capital expenditures and for general corporate 

purposes. 

In May 2010, Green Frontier Wind Power, LLC, a subsidiaty of, 

DEGS, an indirect wholly-owned subsidiaiy of Duke Energy, entered 

into a long-term loan agreement for $325 million principal amount 

maturing in 2025. The collateral for this loan is a group of five wind 

farms located in Wyoming, Colorado and Pennsylvania. The initial 

interest rate on the notes is the six month adjusted LIBOR plus an 

applicable margin. In connection with this debt issuance, DEGS 

entered into an interest rate swap to convert the substantial majority 

of the loan interest payments from a variable rate to a fixed rate of 

approximatefy 3.4% plus the applicable margin, which was 2.5% as 

of September 30, 2010. Proceeds from the Issuance will be used to 

help fund the existing wind portfolio. 

In March 2010, Duke Energy issued $450 million principal 

amount of 3.35% senior notes due April 1, 2015. Proceeds from the 

issuance were used to repay $274 million of borrowings underthe 

master credit facility and for general corporate purposes. 

Significant Financing Activities — Year Ended 2009. 

Duke Energy issues shares of its common stock to meet certain 

employee benefit and long-term Incentive obligations. Beginning in 

the fourth quarter of 2008, Duke Energy began Issuing authorized 

but unissued shares of common stock to fulfill obligations under Its 

DRIP and other Internal plans. Including 401(k) plans. Proceeds 

from all issuances of common stock, primarily related to the DRIP 

and other employee benefit plans, including employee exercises of 

stock options, were $519 million in 2009. 

During the year ended DecemberSl, 2009, Duke Energy's 

total dividend per share of common stock was $0.94, which resulted 

In dividend payments of $1,222 million. 

December 2009, Duke Energy Ohio issued $250 million 

principal amount of first mortgage bonds, which carry a fixed interest 

rate of 2.10%> and mature June 15, 2013. Proceeds from this 

Issuance, together with cash on hand, were used to repay Duke 

Energy Ohio's borrowing under Duke Energy's master credit facility. In 

conjunction with this debt issuance, Duke Energy Ohio entered into 

an interest rate swap agreement that converted interest on this debt 

issuance from the fixed coupon rate to a variable rate. The Initial 

variable rate was set at 0.31%. 

In November 2009, Duke Energy Carolinas Issued $750 

million principal amount of first mortgage bonds, which carry a fixed 

interest rate of 5.30% and mature February 15, 2040. Proceeds 

from this issuance will be used to fund capital expenditures and 

general corporate purposes, including the repayment at maturity of 

$500 million of senior notes and first mortgage bonds in the first half 

of 2010. 

In October 2009, Duke Energy Indiana refunded $50 million of 

tax-exempt variable-rate demand bonds through the issuance of $50 

million principal amount of tax-exempt term bonds, which carty a 

fixed Interest rate of 4.95% and mature October 1, 2040. The 

tax-exempt bonds are secured by a series of Duke Energy Indiana's 

first mortgage bonds. 

In September 2009, Duke Energy Ohio and Duke Energy 

Indiana repaid and immediatefy re-borrowed $279 million and $123 

million, respectivefy, under Duke Energy's master credit facility. 

In September 2009, Duke Energy Carolinas converted $77 

million of tax-exempt variable-rate demand bonds to tax-exempt term 

bonds, which carry a fixed interest rate of 3.60% and mature 

February 1, 2017. In connection with the conversion, the tax-exempt 

bonds were secured by a series of Duke Energy Carolinas' first 

mortgage bonds. 

In September 2009, Duke Energy Kentucky Issued $100 

million of senior debentures, which carry a fixed interest rate of 

4.65% and mature October 1, 2019. Proceeds from the issuance 

were used to repay Duke Energy Kentucky's borrowings under Duke 

Energy's master credit facility, to replenish cash used to repay $20 

million principal amount of debt due September 15, 2009 and for 

general corporate purposes., 

In August 2009, Duke Energy issued $1 billion principal 

amount of senior notes, of which $500 million carry a fixed interest 

rate of 3.95% and mature September 15, 2014 and $500 million 

carry a fixed interest rate of 5.05% and mature September 15, 

2019. Proceeds from the issuance were used to redeem commercial 

paper, to fund capital expenditures in Duke Energy's unregulated 

businesses in the U.S. and for general corporate purposes. 

In June 2009, Duke Energy Indiana refunded $55 million of 

tax-exempt variable-rate demand bonds through the issuance of $55 

million principal amount of tax-exempt term bonds due August 1, 

2039, which carry a fixed interest rate of 6.00% and are secured by 

a series of Duke Energy Indiana's first mortgage bonds. The refunded 

bonds were redeemed Jufy 1, 2009. 

In March 2009, Duke Energy Ohio issued $450 million 

principal amount of first mortgage bonds, which carry a fixed Interest 

rate of 5.45% and mature April 1, 2019. Proceeds from this 

Issuance were used to repay short-term notes and for general 

corporate purposes, including funding capital expenditures. 

In March 2009, Duke Energy Indiana Issued $450 million 

principal amount of first mortgage bonds, which carry a fixed interest 

rate of 6.45% and mature April 1, 2039. Proceeds from this 

issuance were used to fund capital expenditures, to replenish cash 

used to repay $97 million of senior notes which matured on 

March 15, 2009, to fund the repayment at maturity of $125 million 

of first mortgage bonds due Jufy 15, 2009, and for general corporate 

purposes, including the repayment of short-term notes. 

In January 2009, Duke Energy Issued $750 million principal 

amount of 6.30% senior notes due Februaty 1, 2014. Proceeds 

from the issuance were used to redeem commercial paper and for 

general corporate purposes. 

In January 2009, Duke Energy Indiana refunded $271 million 

of tax-exempt auction rate bonds through the issuance of $271 

million of tax-exempt variable-rate demand bonds, which are 

supported by direct-pay letters of credit, of which $144 million had 

initial rates of 0.7% reset on a weekfy basis with $44 million 

maturing May 2035, $23 million maturing March 2031 and $77 

DUKE ENERGY CORPORATION / 2010 FORM 10-K 68 



PARTI 

million maturing December 2039. The remaining $127 million had 

initial rates of 0.5% reset on a daify basis with $77 million maturing 

December 2039 and $50 million maturing October 2040. 

Significant Financing Activities — Year Ended 2008. 

Duke Energy issues shares of its common stock to meet certain 

erfiployee benefit and long-term incentive obligations. Beginning in 

the fourth quarter of 2009, Duke Energy began issuing authorized 

but unissued shares of common stock to fulfill obligations under its 

DRIP and other internal plans, including 401(k) plans. Proceeds 

from all Issuances of common stock, primarily related to the DRIP 

and other employee benefit plans. Including employee exercises of 

stock options, were $133 million in 2009. 

During the year ended DecemberSl, 2008, Duke Energy's 

total dividend per share of common stock was $0.90, which resulted 

in dividend payments of $1,143 million. 

In December 2008, Duke Energy Kentucky refunded $50 

million of tax-exempt auction rate bonds through the Issuance of $50 

million of tax-exempt variable-rate demand bonds, which are 

supported by a direct-pay letter of credit. The variable-rate demand 

bonds, which are due August 1, 2027, had an initial interest rate of 

0.65% which is reset on a weekly basis. 

In Novemtier 2008, Duke Energy Carolinas issued $900 

million principal amount of first mortage bonds, of which $500 

million carty a fixed interest rate of 7.00% and mature November 15, 

2018 and $400 million carry a fixed interest rate of 5.75% and 

mature November 15, 2013. The net proceeds from issuance were 

used to repay amounts borrowed under the master credit facility, to 

repay senior notes due January 1, 2009, to replenish cash used to 

repay senior notes at their scheduled maturity in October 2008 and 

for general corporate purposes. 

In October 2008, International Energy issued $153 million of 

debt in Brazil, of which $112 million mature In September 2013 

and carry a variable interest rate equal to the Brazil interbank rate 

plus 2.15%, and $41 million mature in September 2015 and carry 

a fixed interest rate of 11.6% plus an annual inflation index. 

Intemational Energy used these proceeds to pre-pay existing long-

term debt balances. 

In September 2008, Duke Energy and its wholly-owned 

subsidiaries, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy 

Indiana and Duke Energy Kentucky, borrowed a total of $1 billion 

under Duke Energy's master credit facility. For additional information, 

see "Available Credit Facilities and Resfrictive Debt Covenants" below. 

In August 2008, Duke Energy Indiana issued $500 million 

principal amount of first mortgage bonds, which carry a fixed Interest 

rate of 6.35% and mature August 15, 2038. Proceeds from this 

Issuance were used to fund capital expenditures and for general 

corporate purposes. Including the repayment of short-term notes and 

to redeem first mortgage bonds maturing in September 2008. 

In June 2008, Duke Energy issued $500 million principal 

amount of senior notes, of which $250 million carty a fixed Interest 

rate of 5.65% and mature June 15, 2013 and $250 million carry a 

fixed interest rate of 6.25% and mature June 15, 2018. Proceeds 

from the Issuance were used to redeem commercial paper, to fund 

capital expenditures in Duke Energy's unregulated businesses in the 

U.S. and for general corporate purposes. 

In April 2008, Duke Energy Carolinas Issued $900 million 

principal amount of first mortgage bonds, of which $300 million 

carty a fixed interest rate of 5.10% and mature April 15, 2018 and 

$600 million carty a fixed interest rate of 6.05% and mature 

April 15, 2038. Proceeds from the issuance were used to fund 

capital expenditures and for general corporate purposes. In 

anticipation of this debt Issuance, Duke Energy Carolinas executed a 

series of Interest rate swaps In 2007 to lock in the market interest 

rates at that time. The value of these Interest rate swaps, which were 

terminated prior to issuance of the fixed rate debt, was a pre-tax loss 

of $23 million. This amount was recorded as a component of 

Accumulated Other Comprehensive Loss and Is being amortized as a 

component of Interest Expense over the life of the debt. 

In April 2008, Duke Energy Carolinas refunded $100 million of 

tax-exempt auction rate bonds through the Issuance of $100 million 

of tax-exempt variable-rate demand bonds, which are supported by a 

direct-pay letter of credit. The variable-rate demand bonds, which are 

due November 1, 2040, had an initial interest rate of 2.15% which 

will be reset on a weekly basis. 

In January 2008, Duke Energy Carolinas Issued $900 million 

principal amount of first mortgage bonds, of which $400 million , 

carry a fixed interest rate of 5.25% and mature January 15, 2018 

and $500 million carry a fixed Interest rate of 6.00% and mature 

Januaiy 15, 2038. Proceeds from the issuance were used to fund 

capital expenditures and for general corporate purposes, including the 

repayment of commercial paper. In anticipation of this debt issuance, 

Duke Energy Carolinas executed a series of Interest rate swaps In 

2007 to lock In the market Interest rates at that time. The value of 

these interest rate swaps, which were terminated prior to issuance of 

the fixed rate debt, was a pre-tax loss of $18 million. This amount 

was recorded as a component of Accumulated Other Comprehensive 

Loss and is being amortized as a component of Interest Expense over 

the life ofthe debt 

Available Credit Facilities and Restrictive Debt Covenants. 

The total capacity under Duke Energy's master credit facility, 

which expires in June 2012, is $3.14 billion. The creditfacility 

contains an option allowing borrowing up to the full amount of the 

facility on the day of initial expiration for up to one year. Duke Energy, 

Duke Energy Carolinas, Duke Energy Ohio, including Duke Energy 

Kentucky, and Duke Energy Indiana (collectivefy referred to as the 

borrowers), each have borrowing capacity under the master credit 

facility up to specified sub limits for each borrower. However, Duke 

Energy has the unilateral ability to increase or decrease the borrowing 

sub limits of each borrower, subject to per borrower maximum cap 

limitations, at any time. The amount available under the master credit 

facility has been reduced by the use of the master credit facility to 

backstop ttie Issuances of commercial paper, letters of credit and 

certain tax-exempt bonds. 
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Master Credit Facility Summary as of December 3 1 , 2010 (in millions)'^' 

Duke Energy 
Duke Energy 

Carolinas 
Duke Energy 

Ohiofc) 
Duke Energy 

Indiana Total 

$3,137 Facilify Size*' . 
Less: 
Notes Payable and Commercial Paper 
Outstanding Letters of Credit 
Tax-Exempt Bonds 

$1,097 

(11) 
(25) 

$840 

(300) 
(7) 

(95) 

$750 

(27) 
(84) 

5 450 

(150) (450 
• — (45 
(81) (285 

Available Capacify $1,061 1438 $639 $ 219 $2,357 

(a) This summary excludes certain demand facilities and committed facilities that are Insignificant In size or which generally support very specific requirements, which primarily include 
facilities that bacl<stop various outstanding tax-exempt bonds. 

(b) Credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 55% for each borrower. 
(c) Contains sub limits at December 3 1 , 2010 as follows: $650 million for Duke Energy Ohio and $100 million for Duke Energy Kentucky. 

In April 2010, Duke Energy and Duke Energy Carolinas entered 

into a new $200 million four-year unsecured revolving credit facilify. 

Duke Energy and Duke Energy Carolinas are Co-Borrowers under this 

facility, with Duke Energy having a borrowing sub limit of $100 

million and Duke Energy Carolinas having no borrowing sub limit. 

Upon closing of the facility, Duke Energy made an initial borrowing of 

$75 million for general corporate purposes. 

In September 2008, Duke Energy and its wholly owned 

subsidiaries, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy 

Indiana and Duke Energy Kentucky borrowed a total of $1 billion 

under Duke Energy's Master Credit Facility. All outstanding 

borrowings have been repaid as of December 3 1 , 2010. 

In September 2008, Duke Energy Indiana and Duke Energy 

Kentucky collectivefy entered into a $330 million three-year letter of 

credit agreement with a syndicate of banks, under which Duke 

Energy Indiana and Duke Energy Kentucky may request the issuance 

of letters of credit up to $279 million and $51 million, respectively, 

on their behalf to support various series of variable rate demand 

bonds issued or to be issued on behalf of either Duke Energy Indiana 

or Duke Energy Kentucl<y. In September 2010, the letterof credit 

agreement was amended to reduce the size to $327 million and 

extend the maturity date to September 2012. This credit facility, 

which is not part of Duke Energy's master credit facility, may not be 

used for any purpose other than to support the variable rate demand 

bonds issued by Duke Energy Indiana and Duke Energy Kentucky. 

Duke Energy's debt and credit agreements contain various 

flnanciai and other covenants. Failure to meet those covenants 

beyond applicable graceperiods could result In accelerated due dates 

and/or termination ofthe agreements. As of DecemberSl, 2010, , 

Duke Energy was in compliance with all covenants related to its 

signiflcant debt agreements. In addition, some credit agreements may 

allow for acceleration of payments or termination of the agreements 

due to nonpayment, or to the acceleration of other significant 

indebtedness of the borrower or some of its subsidiaries. None of the 

debt or credit agreements contain material adverse change clauses., 

Credit Ratings. 

Duke Energy and certain subsidiaries each hold credit ratings by 

Standard & Poor's (S&P) and Moody's Investors Service (Moody's). 

Duke Energy's corporate credit rating and issuer credit rating from 

BBB-F 
A-

BBB-F 
A-
A-
A-

Baa2 
A3 

Baa2 
Baal 
Baal 
Baal 

S&P and Moody's, respectively, as of February 1, 2011 Is A- and 

Baa2, respectivefy. The following table summarizes the February 1, 

2011 unsecured credit ratings from the rating agencies retained by 

Duke Energy and its principal funding subsidiaries. 

Senior Unsecured Credit Ratings Summary as of February 1,2011 

Standard Moody's 
and Investors 

Poor's Sen/Ice 

Duke Energy Corporation 
Duke Energy Carolinas, LLC 
Cinergy Corp. 
Duke Energy Ohio, Inc. 
Duke Energy Indiana, Inc. 
Duke Energy Kentucky, Inc. 

Duke Energy's credit ratings are dependent on, among other 

factors, the ability to generate suflicient cash to fund capital and 

investment expenditures and pay dividends on its common stock, 

while maintaining the strength of its current balance sheet. If, as a 

result of market conditions or other factors, Duke Energy is unable to 

maintain its current balance sheet strength, or If Its earnings and cash 

flow outlook materially deteriorates, Duke Energy's credit ratings could 

be negatively Impacted. 

On Januafy 10, 2011, S&P and Moody's affirmed the ratings 

and stable outiook of Duke Energy and Its subsidiaries, except for 

Duke Energy Ohio which the outlook was changed from positive to , 

stable. These rating agency actions were taken in response to the 

announcement of the proposed merger with Progress. See Note 3 to 

the Consolidated Financial Statements, "Acquisitions and Dispositions 

of Businesses and Sales of Other Assets" for further details on the 

proposed merger. 

Credit-Related Clauses. 

Duke Energy may be required to repay certain debt should the 

credit ratings at Duke Energy Carolinas fall to a certain level at S&P or 

Moody's. As of DecemberSl, 2010, Duke Energy had $4 million of 

senior unsecured notes which mature seriaify through 2012 that may 

be required to be repaid if Duke Energy Carolinas' senior unsecured 

debt ratings fall below BBB- at S&P or BaaS at Moody's, and 
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$14 million of senior unsecured notes which mature seriaify through 

2016 that may be required to be repaid if Duke Energy Carolinas' 

senior unsecured debt ratings fall below BBB at S&P or Baa2 at 

Moody's. 

Other Financing Matters. 

In September 2010, Duke Energy filed a registration statement 

(Form S-3) with the Securities and Exchange Ctommission (SEC). 

Under this Form S-3, which is uncapped, Duke Energy, Duke Energy 

Carolinas, Duke Energy Ohio and Duke Energy Indiana may issue 

debt and other securities in the future at amounts, prices and with 

terms to be determined at the time of future offerings. The registration 

statement also allows forthe Issuance of common stock by Duke 

Energy. 

Duke Energy has paid quarteriy cash dividends for 85 

consecutive years and expects to continue its policy of paying regular 

cash dividends in the future. There Is no assurance as to the amount 

of future dividends because they depend on future eamings, capital 

requirements, flnancial condition and are subject to the discretion of 

the Board of Directors. 

Dividend and Other Funding Restrictions of Duke Energy 

Subsidiaries. 

As discussed in Note 4 to the Consolidated Financial Statements 

"Regulatory Matters", Duke Energy's wholly-owned public utility 

operating companies have restrictions on the amount of funds that 

can be transferred to Duke Energy via dividend, advance or loan as a 

result of conditions imposed by various regulators In conjunction with 

Duke Energy's merger with Cinergy. Additionally, certain other Duke 

Energy subsidiaries have other restrictions, such as minimum 

working capital and tangible net worth requirements pursuant to debt 

and other agreements that limit the amount of funds that can be 

transferred to Duke Energy. At December 31, 2010, the amountof 

resfricted net assets of wholly-owned subsidiaries of Duke Energy that 

may not be distributed to Duke Energy in the form of a loan or 

dividend is $9.8 billion. However, Duke Energy does not have any 

legal or other restrictions on paying common stock dividends ,to 

shareholders out of its consolidated Retained Earnings account. 

Although these restrictions cap the amount of funding the various 

operating subsidiaries can provide to Duke Energy, management 

does not believe these restrictions will have any signiflcant impact on 

Duke Energy's ability to access cash to meet its payment of dividends 

on common stock and other future funding obligations. 

Off-Balance Sheet Arrangements 

Duke Energy and certain of its subsidiaries enter into guarantee 

arrangements in the normal course of business to facilitate 

commercial transactions with third parties. These arrangements 

include performance guarantees, stand-by letters of credit, debt 

guarantees, surety bonds and indemnifications. 

Most ofthe guarantee arrangements entered into by Duke 

Energy enhance the credit standing of certain subsidiaries, 

non-consolidated entities or less than wholly-owned entities, enabling 

them to conduct business. As such, these guarantee arrangements 

involve elements of performance and credit risk, which are not 

included on the Consolidated Balance Sheets. The possibility of Duke 

Energy, either on its own or on behalf of Spectra Energy Capital, LLC 

(Spectra Capital) through indemnification agreements entered into as 

part of the spin-off of Spectra Energy Corp (Spectra Energy), having to 

honor its contingencies is largely dependent upon the future ' 

operations of the subsidiaries, investees and other third parties, or the 

occurrence of certain future events. 

Duke Energy performs ongoing assessments of its guarantee 

obligations to determine whether any liabilities have been triggered as 

a result of potential increased non-performance risk by parties for 

which Duke Energy has issued guarantees. Except for certain 

performance obligations related to Crescent, which filed Chapter 11 

bankruptcy petitions in a U.S. Bankruptcy court in June 2009 and 

for which a liability of $26 million was recorded during 2009 due to 

the probability of performance under certain guarantees, it is not 

probable as of December 31 , 2010 that Duke Energy will have to 

perform under its remaining existing guarantee obligations. However, 

management continues to monitor the financial condition of the third 

parties or non-wholly-owned entities for whom Duke Energy has 

issued guarantees on behalf of to determine whether performance 

under these guarantees becomes probable in the future. 

See Note 7 to the Consolidated Financial Statements, 

"Guarantees and Indemnifications," for further details of the 

guarantee arrangements. 

Issuance of these guarantee arrangements is not required for the 

majority of Duke Energy's operations. Thus, if Duke Energy 

discontinued issuing these guarantees, there would not be a material 

impact to the consolidated results of operations, cash fiows or 

financial position. 

Duke Energy holds interests in VIEs, both consolidated and 

unconsolidated. For further information, see Note 17 to the 

Consolidated Financial Statements, "Variable Interest Entitles". 

Other than the guarantee arrangements discussed above and 

normal operating lease arrangements, Duke Energy does not have 

any material off-balance sheet financing entities or structures. For. 

additional information on these commitments, see Note 5 to the 

Consolidated Financial Statements, "Commitments and 

Contingencies." 

Contractual Obligations 

Duke Energy enters into contracts that require payment of cash 

at certain specified periods, based on certain specifled minimum 

quantities and prices. The following table summarizes Duke Energy's 

contractual cash obligations for each of the periods presented. 
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Contractual Obligations as of December 3 1 , 2010 

•ayments Due By Period 

(In millions) Total 

$29,475 
660 
523 

359 
13,771 
2,650 

480 

Less than 1 
year 

(2011) 

$1,197 
54 
87 

23 
3,323 
2,260 

48 

2-3 Years 
(2012 & 

2013) 

$ 5,757 
98 

136 

39 
4,709 

41 
96 

4-5 Years 
(2014 & 

2015) 

$4,095 
89 
83 

39 
2,907 

115 
96 

More than 
5 Years 

(2016 & 
Thereafter) 

$18,426 
419 
217 

258 
2,832 

234 
240 

Long-term debt'=' 
Capital leases*) 
Operating leases*' 
Purchase Obligations:'"' 

Firm capacity and transportation payments^ 
Energy commodity contractsf'" 
Other purchase, maintenance and service obligations! '̂ 

Other funding obligations" 

Total contractual cash obligations'g' $47,918 $6,992 $10,876 $7,424 $22,626 

(a) 

(b) 

(c) 
(d) 

(e) 

(0 
(g) 

(h) 

See Note 6 to the Consolidated Financial Statements, "Debt and Credit Facilities." Amount includes interest payments over life of debt, interest payments on variable rate debt 
instruments were calculated using interest rates derived from the interpolation ofthe forecast interest rate curve. In addition, a spread was placed on top ofthe interest rates to aid in 
capturing the volatility inherent in projecting future interest rates. 
See Note 5 to the Consolidated Financial Statements, "Commitments and Contingencies." Amounts in the table above include the interest component of capital leases based on the 
interest rates explicitly stated in the lease agreements. 
Includes firm capacity payments that provide Duke Energy with uninterrupted firm access to electricity transmission capacity, and natural gas transportation contracts. 
Includes contractual obligations to purchase physical quantities of electricity, coal, nuclear fuel and limestone. Also, includes contracts that Duke Energy has designated as hedges, 
undesignated contracts and contracts that qualily as normal purchase/normal sale (NPNS). For contracts where the price paid is based on an index, the amount is based on forward 
market prices at December 31 , 2010. For certain of these amounts, Duke Energy may settle on a net cash basis since Duke Energy has entered into payment netting agreements with 
counterparties that permit Duke Energy to offset receivables and payables with such counterparties. 
Includes contracts for software, telephone, data and consulting or advisory services. Amount also includes contractual obligations for engineering, procurement and construction costs for 
new generation plants and nuclear plant refurbishments, environmental projects on fossil facilities, major maintenance of certain non-regulated plants, maintenance and day to day 
contract work at certain wind facilities and commitments to buy wind and combustion turbines (CT). Amount excludes certain open purchase orders for sen/ices that are provided on 
demand, for which the timing ofthe purchase cannot be determined. 
Relates to future annual funding obligations to the nuclear decommissioning tmst fund (NDTF) (see Note 9 to the Consolidated Financial Statements, "Asset Retirement Obligations"). 
The table above excludes certain obligations discussed herein related to amounts recorded within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets due to the 
uncertainty of the timing and amount of future cash flows necessary to settle these obligations. The amount of cash flows to be paid to settle the asset retirement obligations Is not known 
with certainty as Duke Energy may use internal resources or external resources to perform retirement activities. As a result, cash obligations for asset retirement activities are excluded 
from the table above. However, the vast majority of asset retirement obligations will be settled beyond 2014. Asset retirement obligations recognized on the Consolidated Balance Sheets 
total $1,816 million and the fair value ofthe NDTF, which will be used to help fund these obligations, is $2,014 million at December 31 , 2010. The table above excludes reserves for 
litigation, environmental remediation, asbestos-related injuries and damages claims and self-insurance claims (see Note 5 to the Consolidated Financial Statements, "Commitments and 
Contingencies") because Duke Energy is uncertain as to the timing of when cash payments will be required. Additionally, the table above excludes annual insurance premiums that are 
necessary to operate the business, including nuclear insurance (see Note 5 to the Consolidated Financial Statements, "Commitments and Contingencies"), funding of pension and other 
post-retirement benefit plans (see Note 21 to the Consolidated Financial Statements, "Employee Benefit Plans") and regulatory liabilities (see Note 4 to the Consolidated Financial 
Statements, "Regulatory Matters") because the amount and timing of the cash payments are uncertain. Also excluded are Deferred Income Taxes and Investment Tax Credits recorded on 
the Consolidated Balance Sheets since cash payments for income taxes are determined based primarily on taxable income for each discrete fiscal year. Additionally, amounts related to 
uncertain tax positions are excluded from the table above due to uncertainty of timing of future payments. 
Current liabilities, except for current maturities of long-term debt, and purchase obligations reflected in the Consolidated Balance Sheets, have been excluded from the above table. 

Quantitative and Qualitative Disclosures About Market Risk. 

Risk Management Policies 

Duke Energy and Its registrants are exposed to market risks 

associated with commodity prices, credit exposure, interest rates, 

equity prices and foreign currency exchange rates. IVIanagement has 

established comprehensive risk management policies to monitor and 

manage these market risks. Duke Energy's Chief Executive Oflicer 

and Chief Financial Officer are responsible for the overall approval of 

market risk management policies and the delegation of approval and 

authorization levels. The Finance and Risk IVIanagement Committee 

ofthe Board of Directors receives periodic updates from the Chief Risk 

Oflicer and other members of management on market risk positions, 

corporate exposures, credit exposures and overall risk management 

activities. The Chief Risk Oflicer is responsible for the overall 

governance of managing credit risk and commodity price risk, 

including monitoring exposure limits. 

Commodity Price Risk 

Duke Energy 

Duke Energy and its registrants are exposed to the Impact of 

market fluctuations In the prices of electricity, coal, natural gas and 

other energy-related products marketed and purchased as a result of 

its ownership of energy related assets. Duke Energy's exposure to 

tiiese fluctuations is limited by tiie cost-based regulation of Its U.S. 

Franchised Electric and Gas operations and certain portions of 

Commercial Power's operations as these regulated operations are 

typically allowed to recover certain of these costs through various 

cost-recovery clauses. Including fuel clauses. While there may be a 

delay In timing between when these costs are incurred and when 

these costs are recovered through rates, changes from year to year 

have no material impact on operating results of these regulated 

operations. Additionally, most of Duke Energy's long-term power sales 

contracts substantially shift all fuel price risk to the purchaser. 
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Price risk represents the potential risk of loss from adverse 

changes in the market price of electricity or other energy 

commodities. Duke Energy's exposure to commodity price risk is 

Influenced by a number of factors, including contract size, length, 

market liquidity, location and unique or specific contract terms. Duke 

Energy employs established policies and procedures to manage its 

risks associated with these market fluctuations, vvhJch may include 

using various commodity derivatives, such as swaps, futures, 

foHA/ards and options. For additional information, see Note 14 to the 

Consolidated Financial Statements, "Risk Management, Derivative 

Instruments and Hedging Activities." 

Validation of a contract's fair value is performed by an Internal 

group separate from Duke Energy's deal origination areas. While 

Duke Energy uses common industry practices to develop its valuation 

techniques, changes in Duke Energy's pricing methodologies or the 

underlying assumptions could result in significantly different fair 

values and income recognition. 

Hedging Strategies. 

Duke Energy closely monitors the risks associated with 

commodity price changes on its future operations and, where 

appropriate, uses various commodity instruments such as electricity, 

coal and natural gas forward contracts to miitigate the effect of such 

fluctuations on operations. Duke Energy's primary use of energy 

commodity derivatives is to hedge the generation portfolio against 

exposure to the prices of power and fuel. 

The majority of derivatives used to manage Duke Energy's 

commodity price exposure are either not designated as a hedge or do 

not qualify for hedge accounting. These instruments are referred to as 

undesignated contracts. Undesignated derivatives entered into by 

regulated businesses reflect mark-to-market changes of the derivative 

instruments fair value as a regulatory asset or liability on the 

Consolidated Balance Sheets. Undesignated derivatives entered into 

by unregulated businesses are marked-to-market each period, with 

changes in the fair value ofthe derivative instruments reflected in 

earnings. 

Certain derivatives used to manage Duke Energy's commodity 

price exposure are accounted for as either cash flow hedges or fair 

value hedges. To the extent that instruments accounted for as hedges 

are effective in offsetting the transaction being hedged, there is no 

impact to the Consolidated Statements of Operations until after 

delivery or settlement occurs. Accordingly, assumptions and valuation 

techniques for these contracts have no impact on reported earnings 

prior to settlement. Several factors influence the effectiveness of a 

hedge contract, including the use of contracts with different 

commodities or unmatched terms and counterparty credit risk. Hedge 

effectiveness is monitored regularly and measured at least quarterly. 

In addition to the hedge contracts described above and recorded 

on the Consolidated Balance Sheets, Duke Energy enters into other 

contracts that qualily for the NPNS exception. When a contract meets 

the criteria to qualify as a NPNS, U.S. Franchised Electric and Gas 

and Commercial Power apply such exception. Income recognition 

and realization related to normal purchases and normal sales 

contracts generally coincide with the physical delivery of power. For 

contracts qualifying for the NPNS exception, no recognition of the 

contract's fair value In the Consolidated Financial Statements Is 

required until settlement of the contract as long as the transaction 

remains probable of occurring. 

Generation Portfolio Risks for 2011. 

Duke Energy is primarily exposed to market price fluctuations of 

wholesale power, natural gas, and coal prices In the U.S. Franchised 

Electric and Gas and Commercial Power segments. Duke Energy 

optimizes the value of its bulk power marketing (BPM) and 

non-regulated generation portfolios. The portfolios Include generation 

assets (power and capacity), fuel, and emission allowances. The ' 

component pieces ofthe portfolio are bought and sold based on 

models and forecasts of generation in order to manage the economic 

value ofthe portfolio in accordance with the strategies ofthe business 

units. The generation portfolio not utilized to sen/e retail operations or 

committed load is subject to commodity price fluctuations, although 

the impact on the Consolidated Statements of Operations reported 

earnings is partially offset by mechanisms in the regulated 

jurisdictions that result in the sharing of net proflts from these 

activities with retail customers. Based on a sensitivity analysis as of 

December 3 1 , 2010 and 2009, it was estimated that a 10% price 

change per MWh in fonA/ard wholesale power prices would have a 

corresponding effect on Duke Energy's pre-tax income of $20 million 

in 2011 and would have had a $12 million impact in 2010, 

excluding the impact of mark-to-market changes on non-quallfying or 

undesignated hedges relating to periods In excess of one year from 

the respective date, which are discussed further below. Based on a 

sensitivity analysis as of DecemberSl, 2010 and 2009, it was 

estimated that a 10% change in the fonward price per ton of coal 

would have a corresponding effect on Duke Energy's pre-tax income 

of $2 million in 2011 and would have had an $8 million Impact in 

2010, excluding the impact of mark-to-market changes on 

non-qualifying or undesignated hedges relating to periods in excess of 

one year from the respective date. Based on a sensitivity analysis as 

of December 3 1 , 2010 and 2009, it was estimated that a 10% 

price change per Million British Thermal Unit (MMBtu) in natural gas 

prices would have a corresponding effect on Duke Energy's pre-tax 

income of $17 million In 2011 and would have had a $6 million 

impact in 2010, excluding the impact of mark-to-market changes on 

undesignated hedges relating to periods In excess of one year from 

the respective date, which are discussed further below. 

Sensitivities for derivatives beyond 2011. 

Derivative contracts executed to manage generation portfolio 

risks for delivery periods beyond 2011 are also exposed to changes in 

fair value due to market price fluctuations of wholesale power and , 

coal. Based on a sensitivity analysis as of December 3 1 , 2010 and 

2009, it was estimated that a 10% price change in the forward price 

per MWh of wholesale power would have a corresponding effect on 

Duke Energy's pre-tax income of $20 million in 2011 and would 

have had a $24 million impact in 2010, resulting from the impact of 

mark-to-market changes on non-qualifying and undesignated power 

contracts pertaining to periods in excess of one year from the 

respective date. Based on a sensitivity analysis as of December 3 1 , 

2010 and 2009, it was estimated that a 10% change in the forward 
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price per ton of coal would have an insignificant effect on Duke 

Energy's pre-tax income in 2011 and $10 million In 2010, resulting 

from the Impact of mark-to-market changes on non-qualifying and 

undesignated coal contracts pertaining to periods in excess of one 

year from the respective date. 

Other Commodity Risks. 

At DecemberSl, 2010, pre-tax income in 2011 was not 

expected to be materially impacted for exposures to other 

commodities' price changes. 

The commodity price sensitivity calculations above consider 

existing hedge positions and estimated production levels, but do not 

consider other potential effects that might result from such changes In 

commodity prices. 

Duke Energy Carolinas 

Duke Energy Carolinas has limited exposure to market price 

changes in fuel Incurred for Its retail customers due to the cost 

tracking and recovery mechanisms in its retail jurisdictions. Duke 

Energy Carolinas does have exposure to the impact of market 

fiuctuations In the prices of electricity, fuel and emissions allowances 

with its BPM sales. Price risk represents the potential risk of loss from 

adverse changes In the market price of electricity or other energy 

commodities. Duke Energy Carolinas employs established policies 

and procedures to manage its risks associated with these market 

fluctuations using various commodity derivatives, such as forwards 

and swaps. For further information see Note 14 to the Consolidated 

Financial Statements, "Risk Management, Derivative Instruments and 

Hedging Activities. 

Generation Portfolio Risks for 2011. 

Duke Energy Carolinas is primarily exposed to market price 

fluctuations of wholesale power prices through Its BPM activities. The 

generation portfolio not utilized to sen/e retail operations or committed 

load Is subject to commodity price fiuctuations, although the impact 

on the Consolidated Statements of Operations reported earnings Is 

partially offset by mechanisms in the regulated jurisdictions that result 

in the sharing of net profits from the.se activities with retail customers. 

Based on a sensitivity analysis as of December 31 , 2010 and 2009, 

It was estimated that a ten percent price change per MWh in fonward 

wholesale power prices would have a corresponding effect on Duke 

Energy Carolinas' pre-tax income of $1 million in both 2011 and 

2010, excluding the Impact of mark-to-market changes on 

undesignated hedges relating to periods in excess of one year from 

the respective date. 

Duke Energy Carolinas' exposure to commodity price risk is 

influenced by a number of factors, including contract size, length, 

market liquidity, location, availability of coal supply, and unique or 

speciflc contract terms. The commodity price sensitivity calculations 

above consider existing hedge positions and estimated production 

levels, but do not consider other potential effects that might result 

from such changes In commodity prices. 

Duke Energy Ohio 

Duke Energy Ohio has limited exposure to market price changes 

of fuel and emission allowance costs incurred for its retail customers 

due to the use of cost tracking and recovery mechanisms in its retail 

jurisdictions. Duke Energy Ohio does have exposure to the impact of 

market fiuctuations in the prices of electricity, fuel and emission 

allowances associated with its generation output not utilized to serve 

retail operations and It natural gas distribution. Price risk represents 

the potential risk of loss from adverse changes in the market price of 

electricily or other energy commodities, such as gas or coal. Duke 

Energy Ohio employs established policies and procedures to manage 

Its risks associated with these market fluctuations using various 

commodity derivatives, such as fonwards, swaps and options. See 

Note 14 to the Consolidated Financial Statements, "Risk 

Management, Derivative Instruments and Hedging Activities," for 

additional information. Other derivatives used to manage Duke 

Energy Ohio's commodity price exposure are either not designated as 

a hedge or do not qualify for hedge accounting. Derivatives related to 

regulated businesses reflect changes In the fair value of the derivative 

instruments as a regulatory asset or liability on the Consolidated 

Balance Sheets. Derivatives related to unregulated businesses are 

marked-to-market each period, with changes in the fair value of the 

derivative instruments reflected In earnings. 

Generation Portfolio Risks for 2011. 

Duke Energy Ohio is primarily exposed to market price 

fluctuations of wholesale power, coal, natural gas and emission 

allowance prices associated with its excess capacity from generation 

assets that are dedicated to sen/e Ohio retail customers and its 

non-regulated operations. Duke Energy Ohio closely monitors the 

risks associated with these commodity price changes on its future 

generation operations and, where appropriate, uses various 

commodity instruments such as electricity, coal and natural gas 

foHA/ard contracts to mitigate the effect of such fluctuations on 

operations, in addition to optimizing the value of its non-regulated 

generation portfolio. The portfolio includes generation assets (power ^ 

and capacity), fuel, and emission allowances. Modeled forecasts of 

future generation output, fuel requirements, and emission allowance 

requirements are based on fonward power, fuel and emission 

allowance markets. The component pieces ofthe portfolio are bought 

and sold based on this model in order to manage the economic value 

of the portfolio, where such market transparency exists. The 

generation portfolio not utilized to sen/e retail operations or committed 

load Is subjectto commodity price fluctuations. Based on a sensitivity 

analysis as of December 31 , 2010 and 2009, it was estimated that 

a 10% price change per MWh in fonward wholesale power prices 

would have a corresponding effect on Duke Energy Ohio's pre-tax 

Income of $19 million in 2011 and $10 million in 2010, 

respectively, excluding the impact of mark-to-market changes on 

non-qualifying or undesignated hedges relating to periods in excess of 

one year from the respective date, which are discussed further below. 

Based on a sensitivity analysis as of December 3 1 , 2010 and 2009, 

it was estimated that a 10% change in the fonward price per ton of 
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coal would have a corresponding effect on Duke Energy Ohio's 

pre-tax income of $2 million in 2011 and $8 million in 2010, 

respectively, excluding the impact of mark-to-market changes on 

non-quali1ying or undesignated hedges relating to periods In excess of 

one year from the respective date, which are discussed further below. 

Based on a sensitivity analysis as of December 3 1 , 2010 and 2009, 

it was estimated that a 10% price change per MMBtu in natural gas 

prices would have a corresponding effect on Duke Energy Ohio's 

pre-tax income of $17 million in 2011 and $6 million in 2010, 

respectively, excluding the impact of mark-to-market changes on 

undesignated hedges relating to periods in excess of one year from 

the respective date. 

Sensitivities for derivatives beyond 2011. 

Derivative contracts executed to manage generation portfolio 

risks for delivery periods tjeyond 2011 are also exposed to changes In 

fair value due to market price fluctuations of wholesale power and 

coal. Based on a sensitivity analysis as of December 31 , 2010 and 

2009, it was estimated that a 10% price change in the fonward price 

per MWh of wholesale power would have a corresponding effect on 

Duke Energy Ohio's pre-tax income of $20 million in 2011 and $24 

million in 2010, respectively, resulting from the impact of 

mark-to-market changes on non-qualifying and undesignated power 

contracts pertaining to periods in excess of one year from the 

respective date. Based on a sensitivity analysis as of December 3 1 , 

2010 and 2009, it was estimated that a 10% change in the fonward 

price per ton of coal would have an insignificant effect on Duke 

Energy Ohio's pre-tax income in 2011 and $10 million in 2010, 

resulting from the impact of mark-to-market changes on 

non-qualifying and undesignated coal contracts pertaining to periods 

In excess of one year from the respective date. 

Duke Energy Ohio's exposure to commodity price risk is 

influenced by a number of factors, including contract size, length, 

market liquidity, location and unique or specific contract terms. The 

commodity price sensitivity calculations above consider existing 

hedge positions and estimated production levels, but do not consider 

other potential effects that might result from such changes in 

commodity prices. 

Duke Energy Indiana 

Duke Energy Indiana has limited exposure to market price 

changes of fuel and emission allowance costs incurred for Its retail 

customers due to the use of cost tracking and recovery mechanisms 

in the state of Indiana. Duke Energy Indiana does have exposure to 

the impact of market fluctuations in the prices of electricity, fuel and 

emission allowances associated with its generation output not utilized 

to serve retail operations or committed load (i.e., bi-lateral and 

wholesale power sales). Price risk represents the potential risk of loss 

from adverse changes in the market price of electricity or other energy 

commodities, such as gas, coal or emission allowances. Duke Energy 

Indiana employs established policies and procedures to manage its 

risks associated with these market fluctuations using various 

commodity derivatives, such as fonA/ards, swaps and options! See 

Note 14 to the Consolidated Financial Statements, "Risk 

IVIanagement, Derivative Instruments and Hedging Activities," for 

additional information. 

Generation Portfolio Risks for 2011. 

Duke Energy Indiana is primarily exposed to the impact of 

market fluctuations in the prices of electricity, fuel and emission 

allowances associated with its generation output not utilized to seive 

retail operations or committed load (through its bi-lateral and 

wholesale power sales activities), although the impact on the 

Consolidated Statements of Operations reported earnings is partially 

offset by mechanisms in the regulated jurisdictions that result in the 

sharing of net profits from these activities with retail customers. Duke 

Energy Indiana closely monitors the risks associated with these 

commodity price changes on its future generation operations and, 

where appropriate, uses various commodity instalments such as 

forA'ard contracts and swap contracts to mitigate the effect of such 

fluctuations on operations. The portfolio includes generation assets 

(power and capacity), fuel, and emission allowances. Modeled 

forecasts of future generation output, fuel requirements, and emission 

allowance requirements are based on forward power, fuel and 

emission allowance markets. The component pieces of the portfolio 

are bought and sold based on this model in order to manage the. 

economic value of the portfolio, where such market transparency 

exists. Based on a sensitivity analysis performed as of December 3 1 , 

2010, Duke Energy Indiana's forecasted exposure to commodity 

price risk is not anticipated to have any material adverse effect on its 

consolidated results of operations In 2011. The sensitivity analysis 

performed as of December 31 , 2009 related to forecasted exposure 

to commodity price risk during 2010 also indicated that commodity 

price risk would not have any material adverse effect on Duke Energy 

Indiana's consolidated results of operations during 2010 and the 

impacts of changing commodity prices in its consolidated results of , 

operations for 2010 was Insignificant. 

Duke Energy Indiana's exposure to commodity price risk is 

influenced by a number of factors, including contract size, length, 

market liquidity, location and unique or specific contract terms. The 

commodity price sensitivity calculations above consider existing 

hedge positions and estimated production levels, but do not consider 

other potential effects that might result from such changes in 

commodity prices. 

Credit Risk 

Duke Energy 

Credit risk represents the loss that Duke Energy Registrants 

would incur if a counterparty fails to perform under its contractual 

obligations. To reduce credit exposure, Duke Energy seeks to enter 

into netting agreements with counterparties that permit Duke Energy 

to oflset receivables and payables with such counterparties. Duke 

Energy attempts to further reduce credit risk with certain 

counterparties by entering Into agreements that enable Duke Energy 

to obtain collateral or to terminate or reset the terms of transactions 

after specified time periods or upon the occurrence of credit-related 

events. Duke Energy may, at times, use credit derivatives or other 

structures and techniques to provide for third-party credit 

enhancement of Duke Energy's counterparties' obligations. Duke 

Energy also obtains cash or letters of credit from customers to provide 

credit support outside of collateral agreements, where appropriate. 
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based on its financial analysis of the customer and the regulatory or 

contractual terms and conditions applicable to each transaction. 

Duke Energy's industry has historically operated under 

negotiated credit lines for physical delivery contracts. Duke Energy 

frequently uses master collateral agreements to mitigate certain credit 

exposures. The collateral agreements provide for a counterparty to 

post cash or letters of credit to the exposed party for exposure in 

excess of an established threshold. The threshold amount represents 

an unsecured credit limit, determined in accordance with the 

corporate credit policy.- Collateral agreements also provide that the 

inability to post collateral is sufficient cause to terminate contracts and 

liquidate all positions. 

Duke Energy's principal customers for power and natural gas 

marketing and transportation seivices are industrial end-users, 

marketers, local distribution companies, municipalities, electric 

cooperatives and utilities located throughout the U.S. and Latin 

America. Duke Energy has concenttations of receivables from natural 

gas and electric utilities and their afliliates, as well as industrial 

customers and marketers throughout these regions. These 

concentrations of customers may affect Duke Energy's overall credit 

risk in that risk factors can negatively impact the credit quality of the 

entire sector. Where exposed to credit risk, Duke Energy analyzes the 

counterparties' financial condition prior to entering into an agreement, 

establishes credit limits and monitors the appropriateness of those 

limits on an ongoing basis. 

Duke Energy has a third-party Insurance policy to cover certain 

losses related to Duke Energy Carolinas' asbestos-related Injuries and 

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

Duke Energy Carolinas' cumulative payments began to exceed the 

self insurance retention on its insurance policy during the second 

quarter of 2008. Future payments up to the policy limit will be 

reimbursed by Duke Energy's third pariy insurance carrier. The 

insurance policy limit for potential future insurance recoveries for 

indemnification and medical cost claim payments is $1,005 million 

in excess of the self insured retention. Insurance recoveries of $850 

million and $984 million related to this policy are classified in the 

Consolidated Balance Sheets In Other within Investments and Other 

Assets and Receivables as of December 31 , 2010 and 2009, 

respectively. Duke Energy is not aware of any uncertainties regarding 

the legal sufficiency of insurance claims. Management believes the 

insurance recovery asset Is probable of recovery as the insurance 

carrier continues to have a strong financial strengh rating. 

Duke Energy and its subsidiaries also have credit risk exposure 

through Issuance of performance guarantees, letters of credit and 

surety bonds on behalf of less than wholly-owned entities and third 

parties. Where Duke Energy has issued these guarantees, it is 

possible that Duke Energy could be required to perform under these 

guarantee obligations in the event the obligor under the guarantee 

fails to perform. Where Duke Energy has issued guarantees related to 

assets or operations that have been disposed of via sale, Duke Energy 

attempts to secure indemnification from the buyer against all future 

performance obligations under the guarantees. See Note 7 to the 

Consolidated Financial Statements, "Guarantees and 

Indemnifications," for further information on guarantees issued by 

Duke Energy or its subsidiaries. 

Duke Energy is also subject to credit risk of its vendors and 

suppliers in the form of performance risk on contracts including, but 

not limited to, outsourcing arrangements, major construction projects 

and commodity purchases. Duke Energy's credit exposure to such 

vendors and suppliers may take the form of increased costs or project 

delays in the event of non-performance. 

Based on Duke Energy's policies for managing credit risk, its 

exposures and its credit and other resen/es, Duke Energy does not 

currently anticipate a materially adverse effect on its consolidated 

financial position or results of operations as a result of 

non-performance by any counterparty. 

Duke Energy Carolinas 

Retail. 

Credit risk associated with Duke Energy Carolinas' service to 

residential, commercial and industrial customers is generally limited 

to outstanding accounts receivable. Duke Energy Carolinas mitigates 

this credit risk by requiring customers to provide a cash deposit or 

letter of credit until a satisfactory payment history is established, at 

which time the deposit is typically refunded. Charge-offs for the retail 

customers have historically been insignificant to the operations of 

Duke Energy Carolinas and are typically recovered through the retail 

rates. Management continually monitors customer charge-offs and , 

payment patterns to ensure the adequacy of bad debt reserves. 

Wholesale Sales. 

To reduce credit exposure related to wholesale sales, Duke 

Energy Carolinas seeks to enter into netting agreements with 

counterparties that permit Duke Energy Carolinas to offset receivables 

and payables with such counterparties. Duke Energy Carolinas 

attempts to further reduce credit risk with certain counterparties by 

entering into agreements that enable Duke Energy Carolinas to obtain 

collateral or to terminate or reset the terms of transactions after 

specified time periods or upon the occurrence of credit-related events. 

Where exposed to credit risk, Duke Energy Carolinas analyzes the 

counterparties' financial condition prior to entering Into an agreement, 

establishes credit limits and monitors the appropriateness of those 

limits on an ongoing basis. Duke Energy Carolinas' principal 

customers for wholesale sales are marketers, municipalities, electric 

cooperatives and utilities located throughout the Southeastern United 

States. Duke Energy Carolinas has concentrations of receivables from 

the electric utilities sector. These concentrations of customers may 

affect Duke Energy Carolinas' overall credit risk in that risk factors can 

negatively impact the credit quality of the entire sector. Based on 

Duke Energy Carolinas' policies for managing credit risk, its exposures 

and its credit and other resen/es, Duke Energy Carolinas does not 

anticipate a materially adverse effect on Its consolidated flnancial 

position or results of operations as a result of non-performance by any 

counterparty. 

Other. 

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 
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Energy Carolinas' cumulative payments began to exceed the self 

insurance retention on its insurance policy during the second quarter 

of 2008. Future payments up to the policy limit will be reimbursed 

by Duke Energy Carolinas' third pariy insurance carrier. The 

insurance policy limit for potential future insurance recoveries for 

indemnification and medical cost claim payments is $1,005 million 

in excess of the self insured retention. Insurance recoveries of $850 

million and $984 million related to this policy are classified in the 

Consolidated Balance Sheets primarily in Other within Investments 

and Other Assets and Receivables as of December 31, 2010 and 

2009, respectively. Duke Energy Carolinas is not aware of any 

uncertainties regarding the legal sufficiency of insurance claims. 

Management believes the insurance recovery asset is probable of 

recovery as the insurance carrier continues to have a strong financial 

strength rating. 

Duke Energy Carolinas is also subject to credit risk of Its vendors 

and suppliers In the form of performance risk on contracts including 

but not limited to outsourcing arrangements, major construction 

projects and commodity purchases. Duke Energy Carolinas credit 

exposure to such vendors and suppliers may take the form of 

increased costs or project delays in the event of non-performance. 

Duke Energy Ohio 

Retail. 

Credit risk associated with Duke Energy Ohio's sen/ice to 

residential, commercial and Industrial customers Is generally limited 

to outstanding accounts receivable. Duke Energy Ohio mitigates this 

credit risk by requiring customers to provide a cash deposit or letter of 

credit until a satisfactory payment history is established, at which 

time the deposit is typically refunded. Charge-offs for the retail 

customers have historically been insignificant to the operations of 

Duke Energy Ohio and are t '̂pically recovered through the retall rates. 

Management continually monitors customer charge-offs and payment 

patterns to ensure the adequacy of bad debt resen/es. Duke Energy 

Ohio sells certain of its accounts receivable and related collections 

through Cinergy Receivables, a Duke Energy consolidated variable 

interest entity. Losses on collection are first absorbed by the equity of 

Cinergy Receivables and next by the subordinated retained interests 

held by Duke Energy Ohio, Duke Energy Kentucky and Duke Energy 

Indiana. See Note 17 to the Consolidated Financial Statements, 

"Variable Interest Entities." 

Wholesale Sales. 

To reduce credit exposure related to wholesale sales, Duke 

Energy Ohio seeks to enter into netting agreements with 

counterparties that permit it to offset receivables and payables with 

such counterparties. Duke Energy Ohio attempts to further reduce 

credit risk with certain counterparties by entering into agreements that 

enable It to obtain collateral or to terminate or reset the terms of 

transactions after specified time periods or upon the occurrence of 

credit-related events. Where exposed to credit risk, Duke Energy Ohio 

analyzes the counterparties' financial condition prior to entering Into 

an agreement, establishes credit limits and monitors the 

appropriateness of those limits on an ongoing basis. Duke Energy 

Ohio's industry has historically operated under negotiated credit lines 

for physical delivery contracts. Duke Energy Ohio may use master 

collateral agreements to mitigate certain credit exposures. The 

collateral agreements provide for a counterparty to post cash or letters 

of credit to the exposed party for exposure in excess of an established 

threshold. The threshold amount represents an unsecured credit limit, 

determined in accordance with the corporate credit policy. Collateral 

agreements also provide that the inability to post collateral is sufficient 

cause to terminate contracts and liquidate all positions. 

Based on Duke Energy Ohio's policies for managing credit risk, 

its exposures and its credit and other resen/es, Duke Energy Ohio 

does not currentiy anticipate a materially adverse effect on its 

financial position, results of operations or cash flows as a result of 

non-performance by any counterpariy. 

Duke Energy Ohio is also subject to credit risk of its vendors and 

suppliers in the form of performance risk on contracts including but 

not limited to outsourcing arrangements and commodity purchases. 

Duke Energy Ohio credit exposure to such vendors and suppliers may 

take the form of increased costs or project delays in the event of 

non-performance. 

Duke Energy Indiana 

Retail. 

Credit risk associated with Duke Energy Indiana's service to 

residential, commercial and industrial customers is generally limited 

to outstanding accounts receivable. Duke Energy Indiana mitigates 

this credit risk by requiring customers to provide a cash deposit or 

letter of credit until a satisfactory payment history is established, at 

which time the deposit is typically refunded. Charge-offs for the retail 

customers have historically been insigniflcant to the operations of 

Duke Energy Indiana and are typically recovered through the retail 

rates. Management continually monitors customer charge-offs ahd 

payment patterns to ensure the adequacy of bad debt reserves. Duke 

Energy Indiana sells certain of its accounts receivable and related 

collections through Cinergy Receivables, a Duke Energy consolidated 

variable interest entity. Losses on collection are first absort3ed by the 

equity of Cinergy Receivables and next by the subordinated retained 

interests held by Duke Energy Ohio, Duke Energy Kentucky and 

Duke Energy Indiana. See Note 17 to the Consolidated Financial 

Statements, "Variable Interest Entities." 

Wholesale Sales. 

To reduce credit exposure related to bi-lateral sales, Duke 

Energy Indiana seeks to enter into netting agreements with 

counterparties that permit it to offset receivables and payables with 

such counterparties. Duke Energy Indiana attempts to further reduce 

credit risk with certain counterparties by entering Into agreements that 

enable it to obtain collateral or to terminate or reset the terms of ^ 

transactions after specified time periods or upon the occurrence of 

credit-related events. Where exposed to credit risk, Duke Energy 

Indiana analyzes the counterparties' financial condition prior to 

entering into an agreement, establishes credit limits and monitors the 

appropriateness of those limits on an ongoing basis. Duke Energy 

Indiana's industry has historically operated under negotiated credit 

lines for physical deliveiy contracts. Duke Energy Indiana may use 

master collateral agreements to mitigate certain credit exposures. The 
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collateral agreements provide for a counterparty to post cash or letters 

of credit to the exposed party for exposure In excess of an established 

threshold. The threshold amount represents an unsecured credit limit, 

determined in accordance with the corporate credit policy. Collateral 

agreements also provide that the inability to post collateral is sufficient 

cause to terminate contracts and liquidate all positions. Based on 

Duke Energy Indiana's policies for managing credit risk, its exposures 

and its credit and other resen/es, Duke Energy Indiana does not 

currently anticipate a material adverse effect on its consolidated 

results of operations, cash flows or flnancial position as a result of 

non-performance by any counterparty. 

Duke Energy Indiana is also subject to credit risk of its vendors 

and suppliers in the form of performance risk on contracts including 

but not limited to outsourcing arrangements, major construction 

projects and commodity purchases. Duke Energy Indiana credit 

exposure to such vendors and suppliers may take the form of 

increased costs or project delays in the event of non-performance. 

Interest Rate Risk 

The Duke Energy Registrants are exposed to risk resulting from 

changes in interest rates as a result of their Issuance of variable and 

flxed rate debt and commercial paper. The Duke Energy Registrants 

manage interest rate exposure by limiting variable-rate exposures to a 

percentage of total capitalization and by monitoring the effects of 

market changes in interest rates. The Duke Energy registrants also 

enter into financial derivative Instruments, which may include 

instruments such as, but not limited to, interest rate swaps, 

swaptions and U.S. Treasury lock agreements to manage and 

mitigate interest rate risk exposure. See Notes 1, 6,14, and 15 to the 

Consolidated Financial Statements, "Summary of Significant 

Accounting Policies," "Debt and Credit Facilities," "Risk Management, 

Derivative Instruments and Hedging Activities," and "Fair Value of 

Financial Assets and Liabilities." 

Duke Energy 

Based on a sensitivity analysis as of December 31 , 2010, it 

was estimated that if market interest rates average 1% higher (lower) 

In 2011 than In 2010, Interest expense, net of offsetting impacts in 

interest income, would increase (decrease) by $8 million. 

Comparatively, based on a sensitivity analysis as of December 31 , 

2009, had Interest rates averaged 1% higher (lower) in 2010 than in 

2009, it was estimated that interest expense, net of offsetting impacts 

in interest income, would have increased (decreased) by $19 million. 

These amounts were estimated by considering the impact of the 

hypothetical Interest rates on variable-rate securities outstanding, 

adjusted for interest rate hedges, short-term and long-term 

Investments, cash and cash equivalents outstanding as of 

December 3 1 , 2010 and 2009. The decrease in interest rate 

sensitivity is primarily due to repayment of the master credit facility 

borrowings, swapping project financed debt from fioating to fixed and 

increased cash balances. If interest rates changed significantly, 

management would likely take actions to manage its exposure to the 

change. However, due to the uncertainty ofthe specific actions that 

would be taken and their possible effects, the sensitivity analysis 

assumes no changes in Duke Energy's financial structure. 
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Duke Energy Carolinas 

Based on a sensitivity analysis as of December 31 , 2010, it 

was estimated that If market interest rates average 1% higher (lower) 

in 2011 than in 2010, interest expense, net of offsetting impacts in 

interest income, would increase (decrease) by $2 million 

Comparatively, based on a sensitivity analysis as of December 31, 

2009, had interest rates averaged 1 % higher (lower) in 2010 than In 

2009, it was estimated that interest expense, net of offsetting impacts 

in interest income, would have increased (decreased) by $5 million. 

These amounts were estimated by considering the impact of the 

hypothetical interest rates on variable-rate securities outstanding, 

adjusted for Interest rate hedges, short-term and long-term 

Investments, cash and cash equivalents outstanding as of 

December 31 , 2010 and 2009. The decrease in interest rate 

sensitivity is primarily due to a decrease of cash and short-term 

investments and decrease in fioating-rate pollution control bonds. If 

interest rates changed significantly, management would likely take 

actions to manage its exposure to the change. However, due to the 

uncertainty of the specific actions that would be taken and their 

possible effects, the sensitivity analysis assumes no changes in Duke 

Energy Carolinas' financial structure. 

Duke Energy Ohio 

Based on a sensitivity analysis as of December 31 , 2010, It 

was estimated that if market interest rates average 1% higher (lower) 

in 2011 than in 2010, interest expense, net of offsetting impacts in 

interest Income, would Increase (decrease) by $1 million. 

Comparatively, based on a sensitivity analysis as of December 31 , 

2009, had interest rates averaged 1% higher (lower) In 2010 than In 

2009, it was estimated that interest expense, net of offsetting Impacts 

In interest income, would have increased (decreased) by $7 million. 

These amounts were estimated by considering the impact of the 

hypothetical interest rates on variable-rate securities outstanding, 

including money pool balances, adjusted for Interest rate hedges and 

cash and cash equivalents outstanding as of December 3 1 , 2010 

and 2009. The decrease in interest rate sensitivity is primarily due to 

an increase in cash. If interest rates changed slgnificantiy, 

management would likely take actions to manage its exposure to the 

change. However, due to the uncertainty ofthe specific actions that 

would be taken and their possible effects, the sensitivity analysis 

assumes no changes in Duke Energy Ohio's flnancial structure. 

Duke Energy Indiana 

Based on a sensitivity analysis as of December 3 1 , 2010, it 

was estimated that if market interest rates average 1% higher (lower) 

in 2011 than in 2010, interest expense, net of offsetting impacts in 

interest income, would Increase (decrease) by $5 million. 

Comparatively, based on a sensitivity analysis as of December 31 , 

2009, had interest rates averaged 1% higher (lower) in 2010 than in 

2009, it was estimated that interest expense, net of offsetting impacts 

in interest income, would have increased (decreased) by $6 million. 

These sensitivities were estimated by considering the impact of the 

hypothetical interest rates on variable-rate instruments outstanding, 

including money pool balances, adjusted for cash and cash 

equivalents outstanding as of December 31 , 2010 and 2009. There 

were no open interest rate hedge positions as of December 3 1 , 



PART II 

2010. The slight decrease In interest rate sensitivity is primarily due 

to an increase in cash. If interest rates changed significantly, 

management would likely take actions to manage its exposure to the 

change. However, due to the uncertainty of the specific actions that 

would be taken and their possible effects, the sensitivity analysis 

assumes no changes in Duke Energy Indiana's financial structure. 

Marketable Securities Price Risk 

Duke Energy 

As described fijrther in Note 16 to the Consolidated Financial 

Statements, "Investments in Debt and Equity Securities," Duke 

Energy invests in debt and equity securities as part of various 

investment portfolios to fund certain obligations of the business. The 

vast majority of the investments in equity securities are within the 

NDTF and assets of the various pension and other post-retirement 

benefit plans. 

Pension Plan Assets. 

Duke Energy maintains investments to help fund the costs of 

providing non-contributory defined benefit retirement and other post-

retirement benefit plans. Those investments are exposed to price 

fluctuations in equity mari<ets and changes in interest rates. Duke 

Energy has established asset allocation targets for Its pension plan 

holdings, which take into consideration the investment objectives and 

the risk profile with respect to the trust in which the assets are held. 

Duke Energy's target asset allocation for equity securities is 58% of 

the. value ofthe plan assets and the holdings are diversified to 

achieve broad market participation and reduce the impact of any 

single investment, sector or geographic region. A significant decline in 

the value of plan asset holdings could require Duke Energy to 

Increase its funding of the pension plan in future periods, which 

could adversely affect cash flows in those periods. Additionally, a 

decline in the fair value of plan assets, absent additional cash 

contributions to the plan, could Increase the amount of pension cost 

required to be recorded in future periods, which could adversely affect 

Duke Energy's results of operations in those periods. During 2010, 

Duke Energy contributed $400 million to Its qualified pension plan. 

See Note 21 to the Consolidated Financial Statements, "Employee 

Benefit Plans," for additional Information on pension plan assets. 

Duke Energy Carolinas 

NDTF 

As required by the NRC and the NCUC, Duke Energy Carolinas 

maintains trust funds to fund the costs of nuclear decommissioning 

(see Note 9 to the Consolidated Financial Statements, "Asset 

Retirement Obligations"). As of December 3 1 , 2010, these funds 

were invested primarily In domestic and international equity 

securities, debt securities, fixed-income securities, cash and cash 

equivalents and short-term investments. Per the NRC and the NCUC 

requirements, these funds may be used only for activities related to 

nuclear decommissioning. The investments in equity securities are 

exposed to price fluctuations in equity markets. Accounting for 

nuclear decommissioning recognizes that costs are recovered through 

Duke Energy Carolines' rates; therefore, fiuctuations in equity prices 

do not affect Duke Energy Carolinas' Consolidated Statements of 

Operations as changes in the fair value of these investments are 

deferred as regulatory assets or regulatory liabilities pursuant to an 

Order by the NCUC. Earnings or losses ofthe fund will ultimately 

impact the amount of costs recovered through Duke Energy Carolinas' 

rates. 

In 2005 and again in 2009 and 2010, the NCUC and PSCSC 

approved a $48 million annual amount for contributions and 

expense levels for decommissioning. In each of the years endedi 

December 31 , 2010, 2009 and 2008, Duke Energy expensed $48 

million and contributed cash of $48 million to the NDTF for 

decommissioning costs. The balance of the NDTF was $2,014 

million and $1,765 million as of December 3 1 , 2010 and 2009, 

respectively. 

As the NCUC and the PSCSC require that Duke Energy update 

its cost estimate for decommissioning its nuclear plants every five 

years, new site-specific nuclear decommissioning cost studies were 

completed in January 2009 that showed total estimated nuclear 

decommissioning costs. Including the cost to decommission plant 

components not subject to radioactive contamination, of $3 billion in 

2008 dollars. This estimate includes Duke Energy Carolina's 

19.25% ownership interest in the Catawba Nuclear Station. The 

other joint owners of Catawba Nuclear Station are responsible for 

decommissioning costs related to their ownership interests in the 

station. Duke Energy filed these site-specific nuclear 

decommissioning cost studies with the NCUC and the PSCSC in April 

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

funding study was completed and Indicates the current annual 

funding requirement of $48 million is sufficient to coyer the estimated 

decommissioning costs. Both the NCUC and the PSCSC approved 

the existing $48 million annual funding level for nuclear 

decommissioning costs. 

Both the NCUC and the PSCSC have allowed Duke Energy to 

recover estimated decommissioning costs through retail rates over the 

expected remaining service periods of Duke Energy's nuclear stations. 

Duke Energy believes that the decommissioning costs being, 

recovered through rates, when coupled with expected fund earnings, 

will be sufficient to provide for the cost of future decommissioning. 

The following table provides the fair value of investments held in 

the NDTF at December 31 , 2010: 

(in millions) 
Fair Value at 

DecemberSl, 2010 

Equity Securities 
Corporate Debt Securities 
U.S. Government Bonds 
Municipal Bonds 
Other 

$1,365 
227 
224 

43 
155 

Total $2,014 

Pension and Other Post-Retirement Benefit Plans. 

The Subsidiary Registrants' proportionate share of Duke Energy's 

costs of providing non-contributory defined benefit retirement and 

other post-retirement benefit plans are dependent upon a number of 

factors, such as the rates of return on plan assets, dixount rate, the 

rate of increase in health care costs and contributions made to the 
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plans. In 2010, Duke Energy contributed $400 million to its 

qualified pension plans, of which $158 million was funded by Duke 

Energy Carolinas, $45 million was funded by Duke Energy Ohio and 

$45 million was funded by Duke Energy Indiana. See Note 21 to the 

Consolidated Financial Statements, "Employee Benefit Plans," for 

additional information on pension plan assets. 

Foreign Currency Risk 

Duke Energy Is exposed to foreign currency risk from 

investments in intemational affiliate businesses owned and operated 

in foreign countries and from certain commodity-related transactions 

within domestic operations that are denominated In foreign 

currencies. To mitigate risks associated with foreign currency 

fluctuations, contracts may be denominated in or indexed to the 

U.S. Dollar/inflation rates and/or local inflation rates, or investments 

may be natijrally hedged through debt denominated or issued in the 

foreign currency. Duke Energy may also use foreign currency 

derivatives, where possible, to manage Its risk related to foreign 

currency fluctuations. To monitor its currency exchange rate risks, 

Duke Energy uses sensitivity analysis, which measures the impact of 

devaluation ofthe foreign currencies to which it has exposure. 

In 2011, Duke Energy's primary foreign currency rate exposure 

is to the Brazilian Real. A 10% devaluation in the currency exchange 

rates as of December 3 1 , 2010 in all of Duke Energy's exposure 

currencies would result in an estimated net pre-tax loss on the 

translation of local currency earnings of $20 million to Duke Energy's 

Ck)nsolidated Statements of Operations in 2011. The Consolidated 

Balance Sheet would be negatively impacted by $180 million 

currency translation through the cumulative translation adjustment In 

Accumulated Other Comprehensive Income (AOCI) as of 

December 3 1 , 2010 as a result of a 10% devaluation in the 

currency exchange rates. For comparative purposes, as of 

December 3 1 , 2009, a 10% devaluation in the currency exchange 

rates in all of Duke Energy's exposure currencies was expected to 

result in an estimated net pre-tax loss on the translation of local 

currency earnings of $20 million to Duke Energy's Consolidated 

Statements of Operations and a reduction of $160 million currency 

translation through the cumulative translation adjustment in AOCI as 

of DecemberSl, 2009. 

Other Issues 

General. 

Duke Energy's fixed charges coverage ratio, as calculated using 

SEC guidelines, was 3.0 times for both 2010 and 2009, and 3.4 

times for 2008. Duke Energy Carolinas' fixed charges coverage ratio, 

as calculated using SEC guidelines, was 3.6 times for 2010, and 3.5 

times for both 2009 and 2008. For Duke Energy Ohio, for the years 

ended December 31 , 2010 and December 3 1 , 2009, earnings were 

Insuflicienttocoverfixed charges by $317 million and $244 million, 

respectively, due primarily to non-cash goodwill Impairment charges 

of $677 million and $727 million, respectively. For the year ended 

December 31 , 2008, Duke Energy Ohio's fixed charges coverage 

ratio was 4.6 times. Duke Energy Indiana's fixed charges coverage 

ratio, as calculated using SEC guidelines was 3.6 times for 2010, 

2.9 times for 2009 and 3.8 times for 2008. 

Global Climate Change and Other EPA Regulations Under 

Development. 

Although there is still much to leam about the causes and long-

term effects of climate change, many, including the Duke Energy 

Registrants, advocate taking steps now to begin reducing greenhouse 

gas (GHG) emissions with the long-term aim of stabilizing the 

atmospheric concentration of GHGs. 

The U.S. Environmental Protection Agency (EPA) publishes an 

Inventory of man-made U.S. GHG emissions annually. Carbon 

dioxide (CO2), a byproduct of all sources of combustion including 

fossil fuel combustion and motor vehicle operations, currently 

accounts for about 85% of total U.S. GHG emissions. The Duke 

Energy Registrants' GHG emissions consist primarily of CO2 and most 

come from its fieet of coal-fired power plants in the U.S. In 2010, the 

Duke Energy Registrants' U.S. power plants emitted approximately 

97.5 million tons of CO2. The CO2 emissions from Duke Energy's 

international electric operations are less than 3 million tons annually. 

The Duke Energy Registrants' future CO2 emissions will be infiuenced 

by variables including new regulations, economic conditions that 

affect electricity demand, and the Duke Energy Registrants' decisions 

regarding generation technologies deployed to meet customer 

electricity needs. 

On June 26, 2009, the U.S. House of Representatives passed 

H.R. 2454—the American Clean Energy and Security Act of 2009 

(ACES). This legislation included a GHG cap-and-trade program 

covering approximately 85% ofthe GHG emissions in the U.S. 

economy, including emissions from the electric utility sector. On 

November 5, 2009, the U.S. Senate Environment and Public Works 

Committee passed and sent to the Senate fioor S. 1733 - the Clean 

Energy Jobs and American Power Act of 2009. The Senate's 

legislation included an economy-wide cap-and-trade program similar 

to the one contained in ACES. However, the 111^ Congress 

adjourned on January 3, 2011, without passage of H.R 2454 or any 

other legislation mandating the control or reduction of GHG 

emissions. This means that any potential effort by the 112* Congress 

to pass legislation mandating GHG emission reductions would have 

to start anew because legislation that is not passed in a previous 

Congress does not carry over to the next. 

The Duke Energy Registrants believe that it is highly unlikely 

that legislation mandating reductions In GHG emissions will be 

passed by the 112* Congress which ends at the end of 2012. 

Beyond 2012 the prospects for enactment of any legislation 

mandating reductions in GHG emissions is highly uncertain. While 

the Duke Energy Registrants continue to believe that Congress will 

eventually adopt some form of mandatory GHG emission reduction 

legislation, management cannot predict if or when such legislation 

might be enacted, what the requirements of any potential legislation 

might be, or the potential impact it might have on the Duke Energy 

Registrants. 

On December 7, 2009, the EPA finalized an Endangerment 

Finding for greenhouse gases under the Clean Air Act (CAA). The 

Endangerment Finding did not impose any regulatory requirements 

on the electric utility industiy, but it was a necessary prerequisite for 

the EPA to be able to finalize several subsequent GHG rules. A 

subsequent EPA regulation of GHGs from mobile sources issued In 
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2010 resulted in GHGs being pollutants subject to regulation under 

the CAA, thereby subjecting newly constructed and modified 

stationary sources to CAA's Prevention of Significant Deterioration 

(PSD) permitting program for increases in GHGs. Without any 

changes, the CAA requirements would have subjected tens of 

thousands of additional stationary sources to PSD permitting 

requirements. To avoid this result, the EPA issued the Tailoring Rule 

on June 3, 2010. Underthe Tailoring Rule, which went into effect 

on January 2, 2011, new major stationary sources of GHGs and 

existing major stationary sources of GHGs that undertake a 

modiflcation that will result In a net GHG emissions increase of at 

least 75,000 tons per year are subject to GHG permitting 

requirements underthe PSD permitting program. All ofthe Duke 

Energy Registrants' existing coal-fired generating units and several of 

its natural gas-fired generating units are major sources of GHG 

emissions. The PSD permitting program requires sources that trigger 

PSD permitting requirements for GHGs to perform a Best Available 

Control Technology (BACT) analysis for GHG emissions to determine 

what, if any, actions must be taken at the source to limit its GHG 

emissions. In each of the states in which the Duke Energy Registrants 

operates major stationary sources of GHG emissions, the state is the 

permitting authority for the PSD program. This means that the states 

will ultimately determine the BACT requirements that will apply in the 

event the Duke Energy Registrants trigger PSD permitting 

requirements for GHG emissions at any of its facilities. 

Greenhouse gas PSD permitting requirements and the 

application of BACT to limit GHG emissions do not apply to any 

existing source that does not undertake a modification resulting in a 

net GHG emissions increase of at least 75,000 tons per year. While 

the Duke Energy Registrants do not anticipate taking actions that 

would trigger the PSD permitting requirements for GHGs at any of its 

existing generating facilities or facilities currentiy under construction. If 

it were to do so, management does not believe that it would have a 

material Impact on the Duke Energy Registrants' future results of 

operations. 

Numerous entities have flled petitions with the D.C. Circuit 

Court of Appeals for review of EPA's Endangerment Finding and 

Tailoring Rule. Management cannot predict the outcome of the 

litigation and it could be several years before the legal challenges are 

ultimately resolved. 

In December 2010, the EPA announced that it had entered into 

a settlement agreement requiring it to propose by July 26,2011 and 

finalize by May 26, 2012 a rule to establish GHG emission standards 

(New Source Performance Standards) for new fossil-fueled electric 

generating units and existing fossil-fueled electric generating units that 

undertake a major modification. The EPA also announced that it will 

issue emission guidelines for states for their use in developing plans 

for reducing GHG emissions at existing fossil-fueled electric 

generating units that do not undertake a major modification. The 

outcome of these pending EPA regulatory actions is uncertain and 

management cannot determine at this time if they wil! have a 

material impact on the Duke Energy Registrants' future results of 

operations or cash flows. 

The Duke Energy Registi'ants do not anticipate any of the states in 

which it currentiy operates fossil-fueled electric generating units to take 

action to mandate reductions in GHG emissions from these facilities. 

The Duke Energy Registrants are taking actions today that will 

result in reduced GHG emissions overtime. These actions will lower 

the Duke Energy Registrants' exposure to any future mandatory GHG 

emission reduction requirements, whether a result of federal 

legislation or EPA regulation. Under any future scenario involving 

mandatory GHG limitations, The Duke Energy Registrants would plan 

to seek recovery of their compliance costs through appropriate 

regulatory mechanisms in the jurisdictions in which it operates. 

The Duke Energy Registrants recognize that certain groups' 

associate severe weather events with climate change, and forecast 

the possibility that these weather events could have a material impact 

on ftjture results of operations should they occur more frequentiy and 

with greater severity. However, the uncertain nature of potential 

changes of extreme weather events (such as increased frequency, 

duration, and severity), the long period of time over which any 

potential changes might take place, and the inability to predict these 

with any degree of accuracy, make estimating any potential future 

financial risk to the Duke Energy Registrants' operations that may 

result from the physical risks of potential changes in the frequency 

and/or severity of extreme weather events, whatever the cause or 

causes might be, impossible. Currently, the Duke Energy Registrants 

plan and prepare for extreme weather events that it experiences from 

time to time, such as Ice storms, tornados, hurricanes, severe 

thunderstorms, high winds and droughts. The Duke Energy 

Registrants' past experiences preparing for and responding to the 

impacts of these types of weather-related events would reasonably be 

expected to help management plan and prepare for future severe 

weather events to reduce, but not eliminate, the operational, 

economic and financial impacts of such events. For example, the 

Duke Energy Registrants routinely take steps to reduce the potential 

impact of severe weather events on Its electric distribution systems. 

The Duke Energy Registrants' electric generating facilities are 

designed to withstand extreme weather events without damage. The 

Duke Energy Registrants maintain an inventory of coal and oil on site 

to mitigate the effects of any potential short-term disruption in its fuel 

supply so it can continue to provide its customers with an 

uninterrupted supply of electricity. The Duke Energy Registrants have 

a program in place to effectively manage the impact of future 

droughts on its operations. The Duke Energy Registrants do not 

currentiy operate In coastal areas and therefore are not exposed to the 

effects of potential sea level rise. 

In addition to regulations for GHGs, the EPA is developing 

several other environmental regulations that, as a group, will affect 

the electric utility industry. Included in that group are the previously 

proposed Transport Rule, regulations for coal combustion residuals 

and pending proposals for Clean Water Act 316(b) and Utility Boiler 

Maximum Achievable Control Technology (MACT) emission 

standards. As a group, non-GHG environmental regulations under 

development will require the Duke Energy Registrants to install 

additional environmental controls and may result in the accelerated 

retirement of some older coal-fired units. While the final requirements 

for the Duke Energy Registrants from the EPA's regulatory actions will 

not be known until the second half of 2011 and later, for planning 

purposes, the Duke Energy Registrants currently estimate the costs of 

new control equipment that may need to be installed could total 

approximately $5 billion over the next 10 years. The Duke Energy 
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Registrants expect to also incur incremental increases in operation, 

maintenance, and other expenses in conjunction with the non-GHG 

proposed and pending EPA regulations. Additionally, the Duke 

Energy Registrants are evaluating the need to retire approximately 

2,400 MW of coal-fired generating capacity if it is not economical to 

bring these plants Into compliance with the EPA regulations and for 

other reasons. Until the final regulatory requirements are known and 

can be fully evaluated, the potential compliance costs associated with 

these EPA regulatory actions are subject to considerable uncertainty. 

Therefore, the actual compliance costs Incurred or MW to be retired 

may be materially different from these estimates based on the timing 

and requirements of the flnal EPA regulations. 

For additional information on other issues related to the Duke 

Energy Registrants, see Note 4 to the Consolidated Financial 

Statements, "Regulatory Matters" and Note 5 to the Consolidated 

Financial Statements, "Commitments and Contingencies." 

New Accounting Standards 

The following new Accounting Standards Updates (ASU) have 

been issued, but have not yet been adopted by Duke Energy, as of 

DecemberSl, 2010: 

ASC 605 — Revenue Recognition (ASC 605). In October 

2009, the Financial Accounting Standards Board (FASB) issued new 

revenue recognition accounting guidance in response to practice 

concerns related to the accounting for revenue arrangements with 

multiple deliverables. This new accounting guidance primarily applies 

to all contractual arrangements in which a vendor will perform 

multiple revenue generating activities and addresses the unit of 

accounting for arrangements involving multiple deliverables, as well 

as how arrangement consideration should be allocated to the 

separate units of accounting. Forthe Duke Energy Registrants, the 

new accounting guidance is effective January 1, 2011 and will be 

applied prospectively. The Duke Energy Registrants do not expect this 

new accounting guidance to have a material impact to its 

consolidated results of operations, cash flows or financial position. 

ASC 350 — Intangibles — Goodwill and Otiier (ASC 350). I n 

December 2010, the FASB amended the accounting guidance 

related to annual goodwill impairment tests. This revised accounting 

guidance requires entities which have reporting units with a zero or 

negative carrying value to assess, considering qualitative factors such 

as those described in existing accounting guidance, whether is it 

more likely than not that a goodwill impairment exists. If an entity 

concludes that It is more likely than not that a goodwill impairment 

exists for the applicable reporting unit, the entity must perform step 2 

of the goodwill impairment test. For Duke Energy, the revised 

accounting guidance is effective January 1, 2011 and will be applied 

prospectively. Duke Energy is currently evaluating the potential 

Impact of the adoption of this revised accounting guidance on its 

annual impairment test of goodwill and is unable to estimate at this 

time the impact of adoption on its consolidated results of operations. 

cash fiows or financial position. None of Duke Energy's reporting 

units had a negative carrying value as of DecemberSl, 2010. 

ASC 805 — Business Combinations (ASC 805). In November 

2010, the FASB Issued new accounting guidance in response to 

diversity in the interpretation of pro forma information requirements for 

business combinations. The new accounting guidance requires an 

entity to present pro forma flnancial information as if a business 

combination occurred at the beginning ofthe eariiest period presented 

as well as additional disclosures describing the nature and amount of 

material, nonrecurring pro forma adjustments. For Duke Energy, this 

new accounting guidance is effective Januaty 1, 2011 and will be 

applied to all business combinations consummated after that date. 

ASC 820 — Fair Value Measurements and Disclosures (ASC 

820j. In Januaiy 2010, the FASB amended existing fair value 

measurements and disclosures accounting guidance to clarify certain 

existing disclosure requirements and to require a number of additional 

disclosures, including amounts and reasons for signiflcant transfers 

between the three levels ofthe fair value hierarchy, and presentation 

of certain information in the reconciliation of recurring Level 3 

measurements on a gross basis. For the Duke Energy Registrants, 

certain portions of this revised accounting guidance were effective on 

January 1, 2010, with additional disclosures effective for periods 

beginning January 1, 2011. The initial adoption of this accounting 

guidance resulted in additional disclosure in the notes to the 

consolidated financial statements but did not have an impact on the 

Duke Energy Registrants' consolidated results of operations, cash 

flows or flnancial position. The adoption of the remaining portions of 

this accounting guidance will result In additional disclosure in the 

notes to the consolidated flnancial statements but is not expected to 

have an Impact on the Duke Energy Registrants' consolidated result 

of operations, cash flows or financial position. 

ASC 310 — Receivables (ASC 310). In July 2010, the FASB 

issued revised disclosure requirements related to financing receivables 

to address concerns about the sufficiency, transparency, and 

robustness of credit risk disclosures for finance receivables and the 

related allowance for credit losses. This revised accounting guidance 

requires disclosure information at disaggregated levels and requires 

roll-fonward schedules of the allowance for credit losses and 

Information regarding the credit quality of receivables. For the Duke 

Energy Registrants, certain portions of these revised disclosure: 

requirements were effective for the year ended December 3 1 , 2010, 

with additional disclosures effective for periods beginning January 1, 

2011. The initial adoption of these revised disclosure requirements 

did not result in any significant impact to the notes to the 

consolidated flnancial statements or on the Duke Energy Registrants' 

consolidated results of operations, cash flows or financial position. 

The adoption of the remaining portions of this revised accounting 

guidance may result in additional disclosure in the notes to the 

consolidated financial statements but is not expected to have an 

impact on the Duke Energy Registrants' consolidated results of 

operations, cash flows or flnancial position. 

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 

See "Management's Discussion and Analysis of Results of Operations and Financial Condition, Quantitative and Qualitative Disclosures 
About Market Risk." 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Stockholders of 

Duke Energy Corporation 

Charlott;e, North Carolina 

We have audited the accompanying consolidated balance sheets of Duke Energy Corporation and subsidiaries (the "Company") as of 

December 31 , 2010 and 2009, and the related consolidated statements of operations, equity and comprehensive Income, and cash fiovvs for 

each of the three years In the period ended December 31 , 2010. Our audits also Included the financial statement schedules listed in the Index 

at Item 15. We also have audited the Company's internal control over financial reporting as of December 3 1 , 2010, based on the criteria 

established In Internal Control — Integrated Framework Issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

The Company's management is responsible for these financial statements and financial statement schedules, for maintaining effective internal 

control over financial reporting, and for Its assessment of the effectiveness of Internal control over financial reporting, included In the 

accompanying Management's Annual Report On Internal Control Over Financial Reporting. Our responsibility is to express an opinion on these 

financial statements and financial statement schedules and an opinion on the Company's internal control over financial reporting based on our 

audits. 

We conducted our audits In accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the flnanciai statements are free of material 

misstatement and whether effective internal control over financial reporting was maintained in all material respects. Our audits of the financial 

statements included examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the 

accounting principles used and signiflcant estimates made by management, and evaluating the overall flnancial statement presentation. Our 

audit of internal control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk 

that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. 

Our audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide 

a reasonable basis for our opinions. 

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 

executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 

management, and other personnel to provide reasonable assurance regarding tiie reliability of financial reporting and the preparation of financial 

statements for external purposes in accordance with generally accepted accounting principles. A company's internal control over financial 

reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly 

reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as 

necessary to permit preparation of financial statements in accordance with generally accepted accounting principles and that receipts and 

expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and 

(3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's 

assets that could have a material effect on the financial statements. 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 

management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, 

projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk that the 

controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 

deteriorate. 

In our opinion, tiie consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke 

Energy Corporation and subsidiaries as of December 3 1 , 2010 and 2009, and the results of their operations and their cash flows for each of 

the three years in the period ended December 3 1 , 2010, in conformity with accounting principles generally accepted in the United States of 

America, Also, In our opinion, such flnancial statement schedules, when considered In relation to the basic consolidated financial statements 

taken as a whole, present fairly, in all material respects, the information set forth thereiri. Also, In our opinion, the Company maintained, in all 

material respects, effective Internal control over financial reporting as of DecemberSl, 2010, based on the criteria established in Internal 

Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

/s/Deloitte & Touche LLP 

Chariotte, North Carolina 

February 25, 2011 
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DUKE ENERGY CORPORATION 

Consolidated Statements of Operations 

(In millions, except per-share amounts) 

Operating Revenues 
Regulated electric 
Non-regulated electric, natural gas and other 
Regulated natural gas 

Total operating revenues 

Operating Expenses 
Fuel used in electric generation and purchased power—regulated 
Fuel used in electric generation and purchased power—non-regulated 
Cost of natural gas and coal sold 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
Goodwill and other impairment charges 

Other Income and Expenses 
Equity in earnings (losses) of unconsolidated affiliates 
Gains (losses) on sales and Impairments of unconsolidated affiliates 
Other income and expenses, net 

Years Ended DecemberSl, 

2010 2009 

14,272 12,731 

3,345 
1,199 

381 
3,825 
1,786 

702 
726 

3,246 
765 
433 

3,313 
1,656 

685 
420 

2008 

$10,723 $10,033 $ 9,325 
2,930 . 2,050 3,092 
619 648 790 

13,207 

3,007 
1,400 
613 

3,351 
1,670 
639 
85 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

11,964 

153 

2,461 

10,518 

36 

2,249 

10,765 

69 

2,511 

116 
103 
370 

70 
(21) 
284 

(102) 
(9) 

232 

Total other income and expenses 

Interest Expense 

Income From Continuing Operations Before Income Taxes 
Income Tax Expense from Continuing Operations 

Income From Continuing Operations 
Income From Discontinued Operations, net of tax 

Income Before Extraordinary Items 
Extraordinary Items, net of tax 

Net Income 
Less: Net Income (Loss) Attributable to Noncontrolling Interests 

Net Income Attributable to Duke Energy Corporation 

589 

840 

2,210 
890 

1,320 
3 

1,323 

1,323 
3 

$ 1,320 

333 

751 

1,831 
758 

1,073 
12 

1,085 

1,085 
10 

$ 1,075 

121 

741 

1,891 
616 

1,275 
16 

1,291 
.67 

1,358 
(4) 

$ 1,362 

Earnings Per Share - Basic and Diluted 
Income from continuing operations attributable to Duke Energy Corporation common shareholders 

Basic 
Diluted 

Income from discontinued operations attributable to Duke Energy Corporation common shareholders 
Basic 
Diluted 

Eamings per share (before extraordinary Items) 
Basic 
Diluted 

Earnings per share (from extraordinary Items) 
Basic 
Diluted 

Net income attributable to Duke Energy Corporation common shareholders 
! Basic 

Diluted 
Dividends per share 
Weighted-average shares outstanding 

Basic 
Diluted 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 
$ 

1.00 
1.00 

— 
— 

1.00 
1.00 

— 
— 

1.00 
1.00 
0.97 

1,318 
1,319 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 
$ 

0.82 
0.82 

0.01 
0.01 

0.83 
0.83 

— 
— 

0.83 
o;83 
0.94 

1,293 
1,294 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 
$ 

1.01 
1.01 

0.02 
0.01 

1.03 
1.02 

0.05 
0.05 

1.08 
1.07 
0.90 

1,265 
1,267 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Balance Sheets 

DecemberSl, 

(In millions) 2010 

Total current assets 6,223 

2009 

ASSETS 
Current Assets 

Cash and cash equivalents $ 1,670 $ 1,542 
Receivables (net of allowance for doubtful accounts of $34 at December 3 1 , 2010, and $42 at December 3 1 , 2009) 855 845 
Restricted receivables of variable interest entitles (net of allowance for doubtful accounts of $34 at December 3 1 , 2010 and $6 at 

DecemberSl, 2009) 1,302 896 
Inventory 1,318 1,515 

Other 1,078 968 

5,766 

Investments and Other Assets 
Investments in equity method unconsolidated affiliates 
Nuclear decommissioning trust funds 
Goodwill 
Intangibles, net 
Notes receivable 
Restricted other assets of variable Interest entitles 
Other 

444 
2,014 
3,858 
467 
42 
139 

2,300 

436 
1,765 
4,350 
593 
45 
92 

2,525 

Total Investments and other assets 9,264 9,807 

Property, Plant and Equipment 

Cost 
Cost, variable interest entities 
Less accumulated depreciation and amortization 

57,597 55,362 
942 — 

18,195 17,412 

Net property, plant and equipment 40,344 37,950 

Regulatory Assets and Deferred Debits 

Deferred debt expense 
Regulatory assets related to Income taxes 
Other 

246 258 
780 557 

2,233 2,702 

Total regulatory assets and deferred debits 3,259 3,517 

Total Assets $59,090 $57,040 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Balance Sheets—(Continued) 

DecemberSl, 

(In millions, except per-share amounts) 2010 2009 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Non-recourse notes payable of variable interest entities 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt 
Other 

$ 1,587 
216 
412 
237 
275 

1,170 

$ 1,390 
— 

428 
222 
902 

1,146 

Total current liabilities 

Long-term Debt 

Non-recourse long-term debt of variable interest entities 

3,897 

16,959 

976 

4,088 

15,732 

381 

Deferred Credits and Other Liabilities 
Deferred income taxes 6,978 5,615 
Investment tax credits 359 310 
Asset retirement obligations 1,816 3,185 
Other 5,452 5,843 

Total deferred credits and other liabilities 14,605 14,953 

Commitments and Contingencies 
Equity 
Common Stock, $0,001 parvalue, 2 billion shares authorized; 1,329 million and 1,309 million shares outstanding at 

December 31,2010 and December 31,2009, respectively 1 i 
Additional paid-in capital 21,023 20,661 
Retained earnings 1,496 1,460 
Accumulated other comprehensive income (loss) 2 (372) 

Total Duke Energy Corporation shareholders' equity 
Noncontrolling Interests 

Total equity 

Total Liabilities and Equity 

22,522 
131 

22,653 

$59,090 

21,750 
136 

21,886 

$57,040 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Statements of Cash Flows 

Years Ended December 31, 

(In millions) 2010 2009 2008 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net Income 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization (including amortization of nuclear fuel) 
Equity component of AFUDC 
Extraordinary Items, net of tax 
Gains on sales of other assets 
Impairment of goodwill and other long-lived assets 
Deferred income taxes 
Equity in (earnings) loss of unconsolidated affiliates 
Contributions to qualitied pension plans 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other, assets 
Other, liabilities 

$ 1,323 $ 1,085 $ 1,358 

1,994 
(234) 

(268) 
738 
741 
(116) 
(400) 

15 
19 

198 
227 

157 
30 
43 
157 
(123) 

1,846 
(153) 

(44) 
449 
941 
(70) 
(800) 

4 • 

(38) 
(298) 
277 

(80) 
52 
70 
144 
78 

1,834 
(148) 
(57) 
(95) 
94 
485 
102 

(33) 
189 
(209) 
(449) 

(136) 
47 
(88) 
384 
60 

Net cash provided by operating activities 4,511 3,463 3,328 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Investment expenditures 
Acquisitions, net of cash acquired 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Net proceeds from the sales of equity investments and other assets, 

and sales of and collections on notes receivable 
Purchases of emission allowances 
Sales of emission allowances 
Change in restricted cash 
Other 

(4,803) (4,296) (4,386) 
(52) (137) (147) 
— (124) (389) 

(2,166) (3,013) (7,353) 
2,261 2,988 7,454 

406 
(14) 
24 
(75) 
(4) 

70 
(93) 
67 
58 
(12) 

92 
(62) 
104 
115 
(39) 

Net cash used in investing activities (4,423) (4,492) (4,511) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the: 

Issuance of long-term debt 
Issuance of common stock related to employee benefit plans 

Payments for the redemption of long-term debt 
Notes payable and commercial paper 
Distributions to noncontrolling interests 
Contributions from noncontrolling interests 
Dividends paid 
Other 

Supplemental Disclosures 
Cash paid for interest, net of amount capitalized 
Cash paid (refunded) for Income taxes 

Significant non-cash transactions: 
Accrued capital expenditures 
Debt associated with the consolidation of variable interest entitles 

2,738 
302 

(1,647) 
(55) 
(10) 

(1,284) 
(4) 

4,409 
519 

(1,533) 
(548) 

(37) 

(1,222) 
(3) 

4,794 
133 

(2,130) 
(73) 
(2) 
5 

(1,143) 
6 

Net cash provided by financing activities 

Net increase in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

40 

128 
1,542 

$ 1,670 

1,585 

556 
986 

$ 1,542 

1,591 

308 
678 

$ 986 

$ 795 $ 689 $ 677 
$ 64 $ (419) $ 322 

$ 361 $ 428 $ 378 
$ 342 $ _ $ _ 

See Notes to Consolidated Financial Statements 
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PARTI 

DUKE ENERGY CORPORATION 

CONSOLIDATED STATEMENTS OF EQUITY AND COMPREHENSIVE INCOME 

Duke Energy Corporation Shareholders 
Accumulated Other Comprehensive Income (Loss) 

(In millions) 

Net Gains Pension and 
Common Additional Foreign (Losses) on OPEB Related Common 

Stock Common Paid-in Retained Currency Cash Flow Adjustments Stockholders' Noncontrolling Total 
Shares Stock Capital Eamings Adjustments Hedges Other to AOCI Equity Interests Equity 

Balance at December 31,2007 1,262 $ 1 U9,933 $ 1,: (7) $(54) $ 2 (74) $21,199 $181- $21,380 

-
-

— 

3 
(280) 

1,362 

(299) 
10 • 

3 

3 
(280) 

(4) 

(16) 

— 

-

1,358 

(315) 
10 

3 

3 
(280) 

Net income 
Other Comprehensive Income 

Foreign currency translation adjustments 
Net unrealized gains on cash flow hedges'^' 

Reclassification into earnings from cash flow 
hedges*' 

Pension and OPEB related adjustments to 
AOCI 

Net actuarial loss'=i 
Unrealized loss on investments in auction 

rate securities"' 
Reclassification of losses on investments in 

auction rate securities and other 
available-for-sale securities into earningsfe' 

Unrealized loss on investments in 
available-for-sale securities'" 

Total comprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Common stock dividends 
Additional amounts related to the spin-off of 

Spectra Energy 

1,362 

(299) 
10 

(28) 

(10) 

10 173 — 
— (1,143) 

— (10) 

(28) 

(10) 
769 

173 
(1,143) 

(10) 

(20) 

(28) 

(10) 
749 

173 
(1,143) 

(8) 

Balance at December 3 1 , 2008 1,272 $ 1 $20,106 $ 1,607 $(306) $(41) $(28) $(351) $20,988 $163 $21,151 

Net income 
Other Comprehensive Income 

Foreign currency translation adjustments 
Net unrealized gain on cash flow hedges'" 
Reclassiflcation into earnings from cash flow 

hedges*' 
Pension and OPEB related adjustments to 

AOCiW 
Net actuarial loss'" 
Unrealized loss on Investments In auction 

rate securities"" 
Reclassification of gains on investments in 

available-for-sale securities into earnings'^' 
Unrealized gain on investments in 

available-for-sale securities™ 

Total comprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Purchases and other changes in noncontrolling 

interest in subsidiaries 
Common stock dividends 
Other 

1,075 

323 
1 

18 

36 
(21) 

(6) 

(5) 

1,075 

323 
1 

18 

36 
(21) 

(6) 

(5) 

37 — 546 — 

14 — 
— (1,222) 
(5) -

1,429 

546 

14 
(1,222) 

(5) 

10 

18 

1,085 

341 

1 

18 

36 

(21) 

(6) 

(5) 

28 

(55) 

1,457 

546 

(41) 
(1,222) 

(5) 
Balance at December 3 1 , 2009 1,309 $ 1 $20,661 $ 1,460 $ 17 $(22) $(31) $(335) $21,750 $136 $21,886 

Net income 
Other comprehensive income. 

Foreign currency translation adjustments 
Pension and OPEB related adjustments to 

AOCIW 
Net unrealized gain on cash flow hedges'" 
Reclassification into earnings from cash flow 

hedges"" 
Unrealized gain on investments in auction 

rate securities"" 

Total comprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Common stock dividends 
Changes in noncontrolling interest in 

subsidiaries 

— 1,320 

80 

— 276 

14 

1,320 

80 

276 

1 

3 

14 

20 — 362 — 
— — — (1,284) 

1,694 

362 
(1,284) 

3 

(1) 

1,323 

79 

276 
1 

3 

14 

(7) 

1,696 

362 
(1,284) 

(7) 

Balance at December 3 1 , 2010 1,329 $ 1 $21,023 $ 1,496 $ 97 $(18) $(17) $ (60) $22,522 $131 $22,653 

(a) Net of $1 tax expense in 2010 and $1 tax expense in 2009 and $6 tax benefit in 2008/ 
(b) Net of Insignificant tax expense in 2010 and $10 tax expense in 2009 and $2 tax expense In 2008. 
(c) Net of $12 tax benefit in 2009 and $159 tax benefit in 2008. 
(d) Net of $8 tax expense in 2010, $4 tax benefit in 2009 and $18 tax benefit in 2008. 
(e) Net of $2 tax expense in 2009 and $5 tax expense in 2008. 
(f) Net of $4 tax expense in 2009 and $8 tax benefit In 2008. 
(g) Net of $150 tax expense in 2010 and $16 tax expense in 2009. 

See Notes to Consolidated Financial Statements 
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PART II 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 

Duke Energy Carolinas, LLC 

Charlotte, North Carolina 

We have au(Jlte(J the accompanying consolWated balance sheets of Duke Energy Carolinas, LLC and subsidiaries (the "Company") as of 

December 3 1 , 2010 and 2009, and the related consolidated statements of operations, member's equity and comprehensive Income, and cash 

flows for each of the three years In the period ended DecemberSl, 2010. Our audits also Included the financial statement schedule listed In 

the Index at Item 15. These financial statements and financial statement schedule are the responsibility ofthe Company*s management. Our 

responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits. 

We conducted our audits In accordance with the standards ofthe Public Ctompany Accounting Oversight Board (United States). Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 

misstatement. The Company Is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. 

Our audits Included consideration of Internal control over financial reporting as a basis for designing audit procedures that are appropriate In the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting. 

Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures 

In the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 

overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly. In all material respects, the financial position of Duke 

Energy Carolinas, LLC and subsidiaries at December 31 , 2010 and 2009, and the results of their operations and their cash flows for each of 

the years in the three-year period ended December 31 , 2010 in conformity with accounting principles generally accepted in the United States of 

America. Also, In our opinion, such financial statement schedule, when considered In relation to the basic consolidated financial statements 

taken as a whole, presents fairly in all material respects the Information set forth therein. 

/s/ Deloitte & Touche LLP 

Chariotte, North Carolina 

February 25, 2011 
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PART II 

DUKE ENERGY CAROLINAS, LLC 

Consolidated Statements of Operations 

Years Ended December 31, 

(In millions) 2010 2009 2008 

Operating Revenues-Regulated Bectric $6,424 $5,495 $5,903 
Operating Expenses 

Fuel used In electric generation and purchased power 1,944 1,597 1,844 
Operation, maintenance and other 1,907 1,609 1,721 
Depreciation and amortization 787 692 730 
Property and other taxes 348 334 316 

Total 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 

Net Income 

4,986 

7 

1,445 
212 
362 

1,295 
457 

$ 838 

4,232 

24 

1,287 
122 
330 

1,079 
377 

$ 702 

4,611 

3 

1,295 
98 

331 

1,062 
372 

$ 690 

See Notes to Consolidated Financial Statements 
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PARTI 

DUKE ENERGY CAROLINAS, LLC 

Consolidated Balance Sheets 

December 31, 

(In millions) 2010 2009 

ASSETS 
Current Assets 
Cash and cash equivalents $ 153 $ 394 
Receivables (net of allowance for doubtful accounts of $3 at December 31, 2010 and $2 at 

DecemberSl, 2009) 669 839 
Restricted receivables of variable Interest entities (net of allowance for doubtful accounts of $6 at 

DecemberSl, 2010and DecemberSl, 2009) 637 556 
Inventory 716 846 
Other 398 313 

Total current assets 

Investments and Other Assets 
Nuclear decommissioning trust funds 
Other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Less accumulated depreciation and amortization 

Net property, plant and equipment 

2,573 

2,014 
1,119 

3,133 

31,191 
11,126 

20,065 

2,948 

1,755 
1,130 

2,895 

29,917 
10,692 

19,225 

Regulatory Assets and Deferred Debits 
Deferred debt expense 
Regulatory assets related to income taxes 
Other 

169 
601 
847 

179 
471 
972 

Total regulatory assets and deferred debits 1,617 1,622 

Total Assets ^ $27,388 $26,690 

See Notes to Consolidated Financial Statements 
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PARTI 

DUKE ENERGY CAROLINAS, LLC 

Consolidated Balance Sheets - (Continued) 

(In millions) 

DecemberSl, 

2010 2009 

LIABILITIES AND MEMBER'S EQUITY 
Current Liabilities 
Accounts payable ^ 856 $ 703 
Taxes accrued ^^^ '•^' 
Interest accrued ^09 105 
Current maturities of long-term debt 8 509 
Other 485 478 

Total current liabilities 1,572 1'932 

Long-term Debt 7,462 6,857 

Non-recourse long-term debt of variable interest entities 300 300 

Deferred Credits and Other Liabilities 
Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Other 

3,988 
205 
242 

1,728 
2,975 

3,087 
178 
— 

3,098 
2,967 

Total deferred credits and other liabilities 9,138 9.330 

Commitments and Contingencies 
Member's Equity 
Member's Equity 8,938 8,304 
Accumulated other comprehensive loss (22) (33) 

Total member's equity 8,916 8,271 

Total Liabilities and Member's Equity $27,388 $26,690 

See Notes to Consolidated Financial Statements 
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PARTI 

DUKE ENERGY CAROLINAS, LLC 

Consolidated Statements of Cash Flows 

(In millions) 

Years Ended DecemberSl, 

2010 2009 2008 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization (including amortization of nuclear fuel) 
Equity component of AFUDC 
Gains on sales of other assets 
Deferred income taxes 
Contributions to qualified pension plans 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other assets' 
Other liabilities 

$ 838 $ 702 $ 690 

984 
(174) 

(7) 
456 
(158) 

1 
24 
134 
(55) 

111 
(23) 
,1 

19 
(124) 

873 
(125) 
(24) 
600 
(158) 

1 
235 
(183) 
44 

138 
31 
42 
(34) 
(217) 

885 
(95) 
(6) 

375 

(27) 
(83) 
(46) 

(167) 

(129) 
117 
25 
(33) 
63 

Net cash provided by operating activities 2,030 1,925 1,569 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Acquisitions, net of cash acquired 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Net proceeds from the sales of other assets, and sales of and collections on notes receivable 
Sales of emission allowances 
Change in restricted cash 
Notes due from affiliate, net 
Other 

(2,280) (2,236) 

(1,045) 
1,066 

7 
7 

250 
(7) 

(2,118) 
2,094 • 

23 
15 

(251) 
(17) 

(2,410) 
(150) 

(5,349) 
5,219 

3 

43 
(338) 

(6) 

Net cash used in investing activities (2,002) (2,490) (2,988) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 
Payments for the redemption of long-term debt 
Notes payable and commercial paper 
Notes payable to affiliate, net 
Capital contribution from parent 
Dividends to parent 
Other 

692 
(607) 

(350) 
(4) 

904 
(511) 

250 

(7) 

Supplemental Disclosures 
Cash paid for interest, net of amount capitalized 
Cash paid (received) for income taxes 

Significant non-cash transactions: 
Accrued capital expenditures 
Allocation of net pension and other post-retirement assets from parent 

$ 342 
$ 69 

$ 181 
$ 146 

312 
(317) 

3,064 
(1,176) 
(450) 
300 

(17) 

Net cash (used in) provided by financing activities 

Net (decrease) increase in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

(269) 

(241) 
394 

$ 153 ; 

636 

71 
323 

t 394 

1,721 

302 
21 

$ 323 

285 
60 

$ 208 $ 151 

See Notes to Consolidated Financial Statements 
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PART II 

DUKE ENERGY CAROLINAS, LLC 

Consolidated Statements of Member's Equity and Comprehensive Income 
Accumulated Other Comprehensive Income (Loss) 

(In millions) 

Net Gains 
(Losses) on 

Member's Cash Flow 
Equity Hedges Other Total 

Balance at December 31, 2007 $6,654 $(21) $— $6,633 

Net income 
Other Comprehensive Income 

Net unrealized losses on cash flow hedges'̂ ' 
Reclassification into earnings from cash flow hedges<» 
Unrealized loss on investments in auction rate securities^' 

Total comprehensive income 
Advance forgiveness from parent 

690 — 690 

8) 
2 
-

— 

— 
— 
(6) 

— 

(8) 
2 

(6) 

678 
5 

Balance at December 31, 2008 $7,349 $(27) $(6) $7,316 

Net income 
Other Comprehensive Income 

Reclassification into earnings from cash flow hedgesfw 
Unrealized loss on investments in auction rate securities'":' 

Total comprehensive income 
Advance forgiveness from parent 
Capital contribution from parent 

702 

3 
250 

— — 702 

3 — 
- (S) 

3 
(3) 

702 
3 

250 

Balance at December 31, 2009 $8,304 $(24) $(9) $8,271 

Net Income 
Other comprehensive Income 

Reclassiflcation into earnings from cash flow hedges*' 
Unrealized gain on investments in auction rate securities^' 

Total comprehensive Income 
Allocation of net pension and other post-retirement assets from parent 
Dividend to parent 

838 

146 
(350) 

4 — 
— 7 

838 

4 
7 

849 
146 

(350) 

Balance at December 31, 2010 $8,938 $(20) $(2) $8,916 

(a) Net of $5 tax benefit in 2008. 
(b) Net of $2 tax expense in 2010, 2009 and 2008. 
(c) Net of $5 tax expense in 2010, $3 tax benefit in 2009 and $4 tax benefit in 2008. 

See Notes to Consolidated Financial Statements 
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PART II 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 

Duke Energy Ohio, Inc. 

Chariotte, North Carolina 

We have audited the accompanying consolidated balance sheets of Duke Energy Ohio, Inc. and subsidiaries (the "Company") as of 

December 31 , 2010 and 2009, and the related consolidated statements of operations, common stockholder's equity and comprehensive 

Income, and cash flows for each of the three years In the period ended December 3 1 , 2010. Our audits also Included the financial statement 

schedule listed in the Index at Item 15. These financial statements and financial statement schedule are the responsibility ofthe Company's 

management. Our responsibilily Is to express an opinion on these financial statements and financial statement schedule based on our audits. 

We conducted our audits In accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 

misstatement. The Company is not required to have, nor were we engaged to perform, an audit of Its Internal control over financial reporting. 

Our audits included consideration of Internal control over financial reporting as a basis for designing audit procedures that are appropriate In the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting. 

Accordingly, we express no such opinion. An audit also Includes examining, on a test basis, evidence supporting the amounts and disclosures 

in the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 

overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke 

Energy Ohio, Inc. and subsidiaries at December 31 , 2010 and 2009, and the results of their operations and their cash flows for each of the 

years In the three-year period ended December 3 1 , 2010 In conformity with accounting principles generally accepted In the United States of 

America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statements 

taken as a whole, presents fairly in all material respects the information set forth therein. 

/s/Deloitte & Touche LLP 

Chariotte, North Carolina 

February 25, 2011 
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PART II 
I 

DUKE ENERGY OHIO, INC. 

Consolidated Statements of Operations 

Years Ended DecemberSl, 

(In millions) 2010 2009 2008 

Operating Revenues 
Regulated electric $1,823 $2,236 $ 988 
Non-regulated electric and other 885 502 1,646 
Regulated natural gas 621 650 790 

Total operating revenues 3,329 3,388 3,424 

Operating Expenses 
Fuel used in electric generation and purchased power—regulated 
Fuel used in electric generation and purchased power—non-regulated 
Cost of natural gas and coal sold 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
Goodwill and other impairment charges 

490 
465 
269 
836 
400 
260 
837 

772 
274 
329 
744 
384 
262 
769 

157 
847 
486 
743 
409 
241 
82 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income (Loss) 
Other Income and Expenses, net 
Interest Expense 

3,557 

3 

(225) 
25 

109 

3,534 

12 

(134) 
11 

117 

2,965 

59 

518 
34 
94 

Income (Loss) Before Income Taxes (309) (240) 458 
Income Tax Expense 132 186 171 
Income Before Extraordinary Items (441) (426) 287 
Extraordinary Items, net of tax — — 67 

Net Income (Loss) $ (441) $ (426) $ 354 

See Notes to Consolidated Financial Statements 
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PART II 
I 

DUKE ENERGY OHIO, INC. 

Consolidated Balance Sheets 

DecemberSl, 

(In millions) 2010 2009 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables (net of allowance for doubtful accounts of S 

and $17 at December 3 1 , 2009) 
Inventory 
Other 

$ 228 $ 127 
! at December 31, 2010 

888 
254 
121 

563 
268 
176 

Total current assets 1,491 1,134 

Investments and Other Assets 

Goodwill 
Intangibles, net 
Other 

921 
248 

62 

Regulatory Assets and Deferred Debits 
Deferred debt expense 
Regulatory assets related to income taxes 
Other 

1,598 
332 
86 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Less accumulated depreciation and amortization 

Net property, plant and equipment 

1,231 

10,259 
2,411 

7,848 

2,016 

10,243 
2,379 

7,864 

23 
78 

353 

24 
83 

390 

Total regulatory assets and deferred debits 454 497 

Total Assets $11,024 $11,511 

See Notes to Consolidated Financial Statements 
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PART II 

DUKE ENERGY OHIO, INC. 

Consolidated Balance Sheets - (Continued) 

DecemberSl, 

(In millions, except share and per-share amounts) 2010 2009 

LIABILITIES AND COMMON STOCKHOLDER'S EQUITY 
Current Liabilities 
Accounts payable $ 467 $ 512 
Taxes accrued 153 152 
Interest accrued 22 26 
Current maturities of long-term debt 7 19 
Other 99 128 

Total current liabilities 748 837 

Long-term Debt 2,557 2,573 

Deferred Credits and Other Liabilities 
Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Other 

Total deferred credits and other liabilities 2,255 2,203 

Commitments and Contingencies 
Common Stockholder's Equity 
Common Stock, $8.50 par value, 120,000,000 shares authorized; 89,663,086 shares outstanding at 

DecemberSl, 2010and DecemberSl, 2009 762 762 
Additional paid-in capital 5,570 5,570 
Accumulated deficit (846) (405) 
Accumulated other comprehensive loss (22) (29) 

Total common stockholder's equity 5,464 5,898 

Total Liabilities and Common Stockholder's Equity $11,024 $11,511 

See Notes to Consolidated Financial Statements 

1,640 
9 

207 
27 
372 

1,577 
11 
249 
36 
330 
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PART II 

DUKE ENERGY OHIO, INC. 

Consolidated Statements of Cash Flows 

Years Ended December 31, 

(In millions) 2010 2009 2008 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net (loss) income 
Adjustments to reconcile net (loss) income to net cash provided by operating activities: 

Depreciation and amortization 
Extraordinary item, net of tax 
Gains on sales of other assets and other, net 
Impairment of goodwill and other long-lived assets 
Deferred income taxes 
Accrued pension and other post-retirement benefit costs 
Contributions to qualified pension plans 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other assets 
Other liabilities 

$(441) 

403 

(3) 

837 
17 
12 
(45) 

(18) 
(30) 
15 
71 

(21) 
25 
6 

42 
(15) 

$(426) 

386 

(12) 

769 
102 
13 

(210) 

35 
(77) 
(16) 
69 

18 
(15) 
25 
24 

$354 

412 
(67) 
(59) 
82 
53 
4 

10 
38 
(70) 
(28) 

(112) 
(43) 
9 
19 
(55) 

Net cash provided by operating activities 855 693 547 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Net proceeds from the sales of other assets 
Purchases of emission allowances 
Sales of emission allowances 
Notes due from affiliate, net 
Change in restricted cash 
Other 

(446) 

(12) 
13 

(296) 

1 

(433) 

(25) 
37 

(184) 
10 

(565) 
4 

(17) 
74 

52 
1 

Net cash used in Investing activities (740) (595) (451) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 
Payments for the redemption of long-term debt 
Notes payable and commercial paper 
Notes payable to affiliate, net 
Dividends to parent 
Other 

Supplemental Disclosures 
Cash paid for Interest, net of amount capitalized 
Cash paid for income taxes 

Significant non-cash transactions: 
Accrued capital expenditures 

34 
(36) 
(12) 
— 
— 
— 

813 
(103) 
(279) 

(53) 
(360) 

(6) 

136 
(191) 
279 

(126) 
(200) 

— 
Net cash (used In) provided by financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

(14) 

101 
127 

$228 

2 

100 
27 

$127 

(102) 

(6) 
33 

$ 27 

$108 
$ 114 

112 
2 

91 
187 

$ 40 $ 64 $ 81 

See Notes to Consolidated Financial Statements 
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PART 11 

DUKE ENERGY OHIO, INC. 

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

Accumulated Other Comprehensive Loss 

(In millions) 

Balance at December 31, 2007 

Additional 
Common Paid-in 

Stock Capital 

Retained 
Earnings 
(Deficit) 

Net Gains 
(Losses) on 
Cash Flow 

Hedges 

Pension and 
OPEB Related 

Adjustments 
to AOCI Total 

$762 $5,570 $ 227 $(32) 7 $6,534 

Net Income 
Other comprehensive income 

Reclassification into earnings from cash flow hedges''' 
Pension and OPEB related adjustments to AOCK" 

354 

17 

Net loss 
Other comprehensive loss 

Cash flow hedges'"! 
Pension and OPEB related adjustments to AOCl'w 

— (425) 

16 

Net loss 
Other comprehensive income 

Reclassiflcation into earnings from cash flow hedges"' 
Pension and OPEB related adjustments to AOCi'" 

Total comprehensive loss 

— (441) 

(1) 

— 354 

(35) 
17 

(35) 

Total comprehensive income 

Dividends to Prent 

Balance at December 31, 2008 
— 

$762 
— 

$5,570 

(200) 

$381 
— 

$(15) 

336 

- (200) 

$(28) $6,670 

(2) 

(426) 

16 
(2) 

Total comprehensive loss 

Dividends to Parent 

Balance at December 31,2009 
— 

$752 
— 

$5,570 

(360) 

$(405) 
-

$ 1 

(412) 

— (360) 

$(30) $5,898 

(441) 

(1) 

(434) 

Balance at December 31, 2010 $762 $5,570 $(846) $(22) $5,454 

(a) Net of $1 tax benefit in 2010, $8 tax expense in 2009 and $10 tax expense in 2008. 
(b) Net of $4 tax expense in 2010, $1 tax expense in 2009 and net of $19 tax benefit in 2008. 
See Notes to Consolidated Financial Statements 

DUKE ENERGY CORPORATION / 2010 FORM 10-K 100 



PART II 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 

Duke Energy Indiana, Inc. 

Charlotte, North Carolina 

We have audited the accompanying consolidated balance sheets of Duke Energy Indiana, Inc. and subsidiary (the "Company") as of 

December 3 1 , 2010 and 2009, and the related consolidated statements of operations, common stockholder's equity and comprehensive 

Income, and cash flows for each ofthe three years In the period ended December 31 , 2010. Our audits also Included the financial statement 

schedule listed in the Index at Item 15. These financial statements and financial statement schedule are the responsibility of the Company's 

management. Our responsibility Is to express an opinion on these financial statements and financial statement schedule based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 

misstatement. The Company Is not required to have, nor were we engaged to perform, an audit of Its internal control over financial reporting. 

Our audits included consideration of intemal control over financial reporting as a basis for designing audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's Internal control over financial reporting. 

Accordingly, we express no such opinion. An audit also Includes examining, on a test basis, evidence supporting the amounts and disclosures 

in the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 

overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke 

Energy Indiana, Inc. and subsidiary at DecemberSl, 2010 and 2009, and the results of their operations and their cash flows for each ofthe 

years In the three-year period ended December 31 , 2010 in conformity with accounting principles generally accepted In the United States of 

America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statements 

taken as a whole, presents fairly In all material respects the Information set forth therein. 

/si Deloitte & Touche LLP 

Charlotte, North Carolina 

February 25, 2011 
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PART II 
I 

DUKE ENERGY INDIANA, INC. 

Consolidated Statements of Operations 

(In millions) 

Operating Revenues-Regulated Electric 

Years Ended December 31, 

2010 2009 2008 

$2,520 $2,353 $2,483 

Operating Expenses 
Fuel used in electric generation and purchased power 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
Impairment charges 

912 
611 
375 

70 
44 

877 
573 
403 

73 
— 

1,006 
592 
353 

74 
— 

Total operating expenses 

Losses on Sales of Other Assets and Other, net 

Operating Income 
Other Income and Expenses, net 
Interest Expense 

Income Before Income Taxes 
Income Tax Expense 

Net Income 

2,012 

(2) 

506 
70 

135 

441 
156 

$ 285 

1,926 

(4) 

423 
38 

144 

317 
116 

$ 201 

2,025 

3 

461 
70 

123 

408 
150 

$ 258 

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

Consolidated Balance Sheets 

DecemberSl, 

(In millions) 2010 2009 

ASSETS 
Current Assets 
Cash and cash equivalents $ 54 $ 20 
Receivables (net of allowance for doubtful accounts of $1 at December 31 , 2010 

and DecemberSl, 2009) 
Inventory 
Other 

431 
267 

85 

245 
312 

31 

Total current assets 

Investments and Other Assets 
Intangibles, net 
Other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Less accumulated depreciation and amortization 

Net property, plant and equipment 

837 

64 
125 

190 

11,213 
3,341 

7,872 

608 

98 
134 

232 

10,055 
3,129 

6,926 

Regulatory Assets and Deferred Debits 
Deferred debt expense 
Regulatory assets related to Income taxes 
Other 

43 
101 
588 

44 
4 

596 

Total regulatory assets and deferred debits 732 ,644 

Total Assets $ 9,631 $ 8,410 

See Notes to Consolidated Financial Statements 
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PART II 

DUKE ENERGY INDIANA, INC. 

Consolidated Balance Sheets - (Continued) 
DecemberSl, 

(In millions, except share and per-share amounts) __^ 2010 2009 

LIABILITIES AND COMMON STOCKHOLDER'S EQUITY 
Current Liabilities 
Accounts payable $ 314 $ 354 
Taxes accrued 45 47 
Interest accrued 47 40 
Current maturities of long-term debt 11 4 
Other _ _ _ ^ 99 123 

Total current liabilities 516 568 

Long-term Debt 3,461 3,086 

Deferred Credits and Other Liabilities 
Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Other 

Total ijeferred credits and other liabilities 2,087 1,822 

Commitments and Contingencies 
Common Stockholder's Equity 
Common Stock, no par; $0.01 stated value, 60,000,000 shares authorized; 

53,913,701 shares outstanding at December 31, 2010 and DecemberSl, 2009 1 1 
Additional paid-in capital 1,358 1,008 
Retained earnings 2,200 1,915 

Accumulated other comprehensive income ? 12 

Total common stockholder's equity __^^_ 3,567 2,934 

Total Liabilities and Common Stockholder's Equity $9,631 $8,410 

See Notes to Consolidated Financial Statements 

973 
145 
270 
46 
653 

679 
120 
314 
42 
667 
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DUKE ENERGY INDIANA, INC. 

Consolidated Statements of Cash Flows 

Years Ended DecemberSl, 

(In millions) 2010 2009 2008 

CASH FLOWS FROM OPERATING ACTIVITIES ~ 
Net Income $ 285 $ 201 $ 258 
Adjustments to reconcile net Income to net cash provided by operating activities: 

Depreciation and amortization 380 407 358 
Equity component of AFUDC (56) (29) (46) 
Losses (gains) on sales of other assets and other, net 2 4 (3) 
Impairment charges 44 — — 
Deferred income taxes and investment tax credit amortization 143 109 (15) 
Contributions to qualified pension plans (46) (140) — 
Accrued pension and other post-retirement benefit costs 23 23 32 
(Increase) decrease in 

Receivables (99) 31 (22) 
Inventory 46 (96) (78) 
Other current assets (14) 50 (65) 

Increase (decrease) in 
Accounts payable (21) (19) (22) 
Taxes accrued — (1) (9) 
Other current liabilities 17 (25) 21 

Other assets 4 21 26 
Other liabilities (46) (24) (9) 

Net cash provided by operating activities 662 512 426 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures (1,255) (1,029) (774) 
Purchases of available-for-sale securities (24) (73) (20) 
Proceeds from sales and maturities of available-for-sale securities 25 84 14 
Net proceeds from the sales of other assets — — 4 
Purchases of emission allowances (1) (68) . (46) 
Sales of emission allowances 3 7 27 
Notes due from affiliate, net (84) 90 (121) 
Change in restricted cash (6) 9 8 
Other (4) (12) (3) 

Net cash used in investing activities (1,346) (992) (911) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 571 949 623 
Payments for the redemption of long-term debt (199) (728) (49) 
Notes payable to affiliate, net — — 49 
Capital contribution from parent 350 140 — 
Other (4) (5) (6) 

Net cash provided by financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

718 

34 
20 

$ 54 

356 

(124) 
144 

$ 20 

617 

132 
12 

$144 

Supplemental Disclosures 
Cash paid for interest, net of amount capitalized $ 122 $ 141 $110 
Cash paid for income taxes $ 31 $ — $ 136 
Significant non-cash transactions: 

Accrued capital expenditures $ 131 $ 150 $ 80 
Reclassification of money pool borrowings to long-term debt $ — $ — $ 150 

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

Consolidated Statements of Common Stockholder's Equity and Comprehensive Income 
Accumulated Other Comprehensive Income 

(In millions) 

Net Gains 
(Losses) on 

Common Additional Retained Cash Flow 
Stock Paid-in Capital Earnings Hedges Total 

Balance at December 31, 2007 $ 1 $ 868 $1,456 $12 $2,343 

Net income 
Other comprehensive loss 

Cash flow hedges'̂ ' 
Reclassification of unrealized gains on available-for-sale securities to 

regulatory asset«=' 

Total comprehensive income 

258 

(1) 

258 

(1) 

(6) 

251 

Balance at December 31, 2008 $ 1 868 $1,714 $11 $2,594 

Net income 
Other comprehensive loss 

Cash flow hedges'" 

Total comprehensive income 
Capital contribution from parent 

201 

(1) 

140 

201 

(1) 

200 
140 

Balance at December 31, 2009 $1,008 $1,915 $10 $2,934 

Net Income 
Other comprehensive loss 

Reclassification into earnings from cash flow hedges<»> 

285 

(2) 

(a) Net of $1 tax benefit in 2010, 2009 and 2008. 

See Notes to Consolidated Financial Statements 

285 

(2) 

Total comprehensive income 
Capital contribution from parent 

Balance at December 31 , 2010 

_ 

$ 1 

350 

$1,358 $2,200 $ 8 

283 
350 

$3,567 
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DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements Forthe Years Ended DecemberSl, 2010, 2009 and 2008 

Index to Combined Notes to Consolidated Financial Statements 

The notes to the consolidated financial statements that follow 

are a combined presentation. The following list Indicates the 

registrants to which the footnotes apply: 

Registrant Applicable Notes 

Duke Energy Corporation 1,2,3,4,5,6,7,8,9, 10, 11, 12, 13, 
14, 15,16, 17, 18, 19, 20, 21, 22, 23, 
24, 25 

Duke Energy Carolinas, LLC 1, 2, 3, 4, 5, 6, 8, 9, 10, 13, 14, 15, 16, 
17,19,21,22,23,24,25 

Duke Energy Ohio, Inc. 1, 2, 3, 4, 5, 6, 8, 9, 10, 12, 13, 14, 15, 
17,19,21,22,23,24,25 

Duke Energy Indiana, Inc. 1, 2, 4, 5, 6, 8, 9, 10, 12, 13, 14, 15, 
16,17,19,21,22,23,24,25 

1 . SUMMARY OF SIGNIFICANT ACCOUNTING 

POLICIES 

Nature of Operations and Basis of Consolidation. 

Duke Energy Corporation (collectively with its subsidiaries, Duke 

Energy), is an energy company primarily located in the Americas. 

Duke Energy operates In the United States (U.S.) primarily through Its 

direct and indirect wholly-owned subsidiaries, Duke Energy Carolinas, 

LLC (Duke Energy Carolinas), 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 South and Central America through Intemational Energy. 

When discussing Duke Energy's consolidated financial Information, it 

necessarily includes the results of Its three separate subsidiary 

registrants, Duke Energy Carolinas, Duke Energy Ohio and Duke 

Energy Indiana (collectively referred to as the Subsidiary Registrants), 

which, along with Duke Energy, are collectively referred to as the 

Duke Energy Registrants. The information in these combined notes 

relates to each ofthe Duke Energy Registrants as noted In the Index 

to the Combined Notes. However, none of the registrants makes any 

representation as to information related solely to Duke Energy or the 

subsidiaries of Duke Energy other than itself. As discussed further in 

Note 2, Duke Energy operates three reportable business segments: 

U.S. Franchised Electric and Gas, Commercial Power and 

International Energy. 

These Consolidated Financial Statements Include, after 

eliminating intercompany transactions and balances, the accounts of 

the Duke Energy Registrants and all majority-owned subsidiaries 

where the respective Duke Energy Registrants have control and those 

variable Interest entitles (VIEs) where the respective Duke Energy 

Registrants are the primary beneficiary. 

Duke Energy's Consolidated Financial Statements reflect Duke 

Energy Carolinas' proportionate share ofthe Catawba Nuclear Station, 

as well as Duke Energy Ohio's proportionate share of certain 

generation and transmission facilities In Ohio, Indiana and Kentucky 

and Duke Energy Indiana's proportionate share of certain generation 

and transmission facilities. 

Duke Energy Carolinas is an electric utility company and 

generates, transmits, distributes and sells electricity In central and 

western North Carolina and western South Carolina. Duke Energy 

Carolinas' Consolidated Financial Statements reflect Its proportionate 

share ofthe Catawba Nuclear Station. Duke Energy Carolinas is 

subject to the regulatoiy provisions of the North Carolina Utilities 

Commission (NCUC), the Public Sen/ice Commission of South 

Carolina (PSCSC), the U.S. Nuclear Regulatory Commission (NRC) 

and the Federal Energy Regulatory Commission (FERC). Substantially 

all of Duke Energy Carolinas' operations are regulated and qualify for 

regulatory accounting treatment. As discussed further in Note 2, 

Duke Energy Carolinas' operations include one reportable business 

segment, Franchised Electric. 

Duke Energy Ohio is a wholly-owned subsidiary of Cinergy Corp. 

(Cinergy), which is a wholly-owned subsidiary of Duke Energy. Duke 

Energy Ohio Is a combination electric and gas public utility that 

provides sen/ice in the southwestern portion of Ohio and in northern 

Kentucky through its wholly-owned subsidiaty Duke Energy 

Kentucky, as well as electric generation In parts of Ohio, Illinois, 

Indiana and Pennsylvania. Duke Energy Ohio's principal lines of 

business include generation, transmission and distribution of 

electricity, the sale of and/or transportation of natural gas, and energy 

marketing. Duke Energy Kentucky's principal lines of business 

include generation, transmission and distribution of electricity, as well 

as the sale of and/or transportation of natural gas. References herein 

to Duke Energy Ohio Include Duke Energy Ohio and its subsidiaries. 

Duke Energy Ohio's Consolidated Financial Statements reflect its 

proportionate share of certain generation and transmission facilities in 

Ohio, Indiana and Kentucky: Duke Energy Ohio Is subject to the 

regulatory provisions ofthe Public Utilities Commission of Ohio 

(PUCO), the Kentucky Public Sen/ice Commission (KPSC) and the 

FERC. 

As discussed further in Note 2, Duke Energy Ohio has two 

reportable operating segments, Franchised Electric and Gas and 

Commercial Power. 

Duke Energy Indiana is a wholly-owned subsidiary of Cinergy. 

Duke Energy Indiana is an electric utility that provides service in north 

central, central, and southern Indiana. Duke Energy Indiana's 

Consolidated Financial Statements reflect Its proportionate share of 

certain generation and transmission facilities. Its primary line of 

business Is generation, transmission and distribution of electricity. As 

discussed further In Note 2, Duke Energy Indiana operates one 

reportable business segment, Franchised Electric. Duke Energy 

Indiana is subject to the regulatory provisions of the Indiana Utility 

Regulatory Commission (IURC) and the FERC. The substantial 

majority of Duke Energy Indiana's operations are regulated and 

qualify for regulatory accounting treatment. 

Use of Estimates. 

To conform to generally accepted accounting principles (GAAP) 

in the United States, management makes estimates and assumptions 
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Combined Notes to Consolidated Financial Statements - (Continued) 

that affect the amounts reported In the Consolidated Financial 

Statements and Notes. Although these estimates are based on 

management's best available Information at the time, actual results 

could differ. 

Cost-Based Regulation. 

Duke Energy Carolinas and Duke Energy Indiana account for 

their regulated operations in accordance with applicable regulatory 

accounting guidance. Duke Energy and Duke Energy Ohio account 

for certain of their regulated operations In accordance with applicable 

regulatory accounting guidance. The economic effects of regulation 

can result In a regulated company recording assets for costs that have 

been or are expected to be approved for recovety from customers in a 

future period or recording liabilities for amounts that are expected to 

be returned to customers In the rate-setting process In a period 

different from the period in which the amounts would be recorded by 

an unregulated enterprise. Accordingly, the Duke Energy Registrants 

record assets and liabilities that result from the regulated ratemaking 

process that would not be recorded under GAAP for non-regulated 

entities. Regulatoty assets and liabilities are amortized consistent with 

the treatment of the related cost In the ratemaking process. 

IVIanagement continually assesses whether regulatory assets are 

probable of future recovety by considering factors such as applicable 

regulatoty changes, recent rate orders applicable to other regulated 

entities and the status of any pending or potential deregulation 

legislation. Additionally, management continually assesses whether 

any regulatory liabilities have been incurred. Based on this continual 

assessment, management believes the existing regulatory assets are 

probable of recovety and that no regulatoty liabilities, other than those 

recorded, have been incurred. These regulatory assets and liabilities 

are primarily classified in the Consolidated Balance Sheets as 

Regulatory Assets and Deferred Debits and Deferred Credits and 

Other Liabilities, respectively. The Duke Energy Registrants 

periodically evaluate the applicability of regulatoty accounting 

treatment by considering factors such as regulatory changes and the 

Impact of competition. If cost-based regulation ends or competition 

Increases, the Duke Energy Registrants may have to reduce their 

asset balances to reflect a market basis less than cost and write-off 

the associated regulatory assets and liabilities. If it becomes probable 

that part of the cost of a plant under construction or a recently 

completed plant will be disallowed for ratemaking purposes and a 

reasonable estimate ofthe amount ofthe disallowance can be made, 

that amount Is recognized as a loss. For further information see 

Note 4. 

In order to apply regulatory accounting treatment and record 

regulatory assets and liabilities, certain criteria must be met. In 

determining whether the criteria are met for Its operations, 

management makes significant judgments. Including determining 

whether revenue rates for services provided to customers are subject 

to approval by an independent, third-party regulator, whether the 

regulated rates are designed to recover specific costs of providing the 

regulated service, and a determination of whether. In view of the 

demand for the regulated sen/ices and the level of competition. It is 

reasonable to assume that rates set at levels that will recover the 

operations' costs can be charged to and collected from customers. 

This final criterion requires consideration of anticipated changes in 

levels of demand or competition, direct and indirect, during the 

recovery period for any capitalized costs. If facts and circumstances 

change so that a portion of the Duke Energy Registrants' regulated 

operations meet all of the scope criteria when such criteria had not 

been previously met, regulatory accounting treatment would be 

reapplied to all or a separable portion of the operations. Such 

reapplication includes adjusting the balance sheet for amounts that 

meet the definition of a regulatoty asset or regulatory liability. Refer to 

the following section titled, "Reapplication of Regulatoty Accounting 

Treatment to Portions of Generation In Ohio." 

Energy Purchases, Fuel Costs and Fuel Cost Deferrals. 

Fuel expense includes fuel costs or other recoveries that are 

deferred through fuel clauses established by Duke Energy Carolinas' 

regulators. These clauses allow Duke Energy Carolinas to recover fuel 

costs, fuel-related costs and portions of purchased power costs 

through surcharges on customer rates. These deferred fuel costs are 

recognized in revenues and fuel expenses as they are billable to 

customers. 

Duke Energy Ohio utilizes a cost tracking recovery mechanism 

(commonly referred to as a fuel adjustment clause) that recovers retail 

and a portion of Its wholesale fuel costs from customers. The fuel 

adjustment clause is calculated based on the estimated cost of fuel In 

the next three-month period, and is trued up after actual costs are 

known. Duke Energy Ohio records any under-recovery or over-

recoveiy resulting from the differences between estimated and actual 

costs as a regulatory asset or regulatory liability until it Is billed or 

refunded to Its customers, at which point it is adjusted through fuel 

expense. Also, Duke Energy Ohio began utilizing a tracking 

mechanism approved by the PUCO for the recovety of system 

reliability capacity costs related to certain specified purchases of 

capacity to meet reserve margin requirements. 

Duke Energy Indiana utilizes a cost tracking recovety 

mechanism (commonly referred to as a fuel adjustment clause) that 

recovers retail and a portion of Its wholesale fuel costs from 

customers. Indiana law limits the amount of fuel costs that Duke 

Energy Indiana can recover to an amount that will not result In 

earning a return in excess of that allowed by the IURC. The fuel 

adjustment clause is calculated based on the estimated cost of fuel in 

the next three-month period, and is trued up after actual costs are 

known. Duke Energy Indiana records any under-recovety or over-

recovery resulting from the differences between estimated and actual 

costs as a regulatoty asset or regulatory liability until it Is billed or 

refunded to its customers, at which point it is adjusted through fuel 

expense. 
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In addition to the fuel adjustment clause, Duke Energy Indiana 

utilizes a purchased power tracking mechanism approved bythe 

IURC for the recovety of costs related to certain specified purchases of 

power necessaty to meet native load peak demand requirements to 

the extent such costs are not recovered through the existing fuel 

adjustment clause. 

Reapplication of Regulatory Accounting Treatment to Portions of 

Generation in Ohio. 

The Midwest generation operations of Duke Energy's 

Commercial Power business segment and Duke Energy Ohio's 

Commercial Power business segment include generation assets 

located in Ohio that are dedicated under the ESP. These assets, as 

excess capacity allows, also generate revenues through sales outside 

the ESP customer base, and such revenue is termed wholesale. 

Prior to December 17, 2008, Commercial Power did not apply 

regulatory accounting treatment to any of Its operations due to the 

comprehensive electric deregulation legislation passed by the state of 

Ohio in 1999. As discussed further in Note 4, in April 2008, new 

legislation, Ohio Senate Bill 221 (SB 221), was passed In Ohio and 

signed by the Governor of Ohio on May 1, 2008. The new law codified 

the PUCO's authority to approve an electric utilifys Standard Service 

Offer either through an Electric Security Plan (ESP) or a Market Rate 

Option (MRO), which is a price determined through a competitive 

bidding process. On July 31, 2008, Duke Energy Ohio filed an ESP 

and, with certain amendments, the ESP was approved by the PUCO 

on December 17, 2008. The approval ofthe ESP on December 17, 

2008 resulted in the reapplication of regulatory accounting treatment to 

certain portions of Commercial Power's operations as of that date. The 

ESP became effective on Januaty 1, 2009. 

From Januaiy 1, 2005, through DecemberSl, 2008, 

Commercial Power operated under a Rate Stabilization Plan (RSP), 

which was a market-based Standard Service Offer. Although the RSP 

contained certain trackers that enhanced the potential for cost 

recovery, there was no assurance of stranded cost recovety upon the 

expiration of the RSP on December 3 1 , 2008, since it was initialfy 

anticipated that there would be a move to full competitive markets. 

Accordingfy, Commercial Power did not apply regulatory accounting 

treatment to any of its generation operations prior to December 17, 

2008. In connection with the approval of the ESP, Duke Energy and 

Duke Energy Ohio reassessed whether Commercial Power's 

generation operations met the criteria for regulatoiy accounting 

treatment as SB 221 substantially Increased the PUCO's oversight 

authority over generation In the state of Ohio, Including giving the 

PUCO complete approval of generation rates and the establishment of 

an earnings test to determine if a utility has earned significantly 

excessive earnings. Duke Energy and Duke Energy Ohio determined 

that certain costs and related rates (riders) of Commercial Power's 

operations related to generation serving retall load met the necessary 

accounting criteria for regulatoty accounting treatment as SB 221 

and Duke Energy Ohio's approved ESP enhanced the recovery 

mechanism for certain costs of its generation seiving retail load and 

increased the likelihood that these operations will remain under a cost 

recovety model for certain costs for the remainder of the ESP period. 

Despite certain portions of the Ohio retail load operations not 

meeting the criteria for applying regulatory accounting treatment, all 

of Commercial Power's Ohio retall load operations' rates are subject to 

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

here-in as Commercial Power's regulated operations. Accordingly, 

these revenues and corresponding fuel and purchased power . 

expenses are recorded in Regulated Electric within Operating 

Revenues and Fuel Used in Electric Generation and Purchased 

Power— Regulated within Operating Expenses, respectively, on the 

respective Consolidated Statements of Operations. 

Under the ESP, Commercial Power bills for its retall load 

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

approval of an enhanced recovety mechanism for certain of these 

riders, which includes, but Is not limited to, a prIce-to-compare fuel 

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

cost of environmental compliance rider. Accordingly, Commercial 

Power began applying regulatoty accounting treatment to the 

corresponding RSP riders that enhanced the mechanism for recovety 

under the ESP on December 17, 2008. The remaining portions of 

Commercial Power's Ohio retail load generation operations, revenues 

from which are reflected in rate riders for which the ESP does not • 

specifically allow enhanced recovety, as well as all generation 

operations associated with wholesale operations, including 

Commercial Power's gas-flred generation assets, continue to not 

apply regulatoty accounting as those operations do not meet the 

necessaty accounting criteria. Moreover, generation remains a 

competitive market In Ohio and retail load customers continue to 

have the ability to switch to alternative suppliers for their electric 

generation service. As customers switch, there is a risk that some or 

all ofthe regulatory assets will not be recovered through the 

established riders. In assessing the probability of recovety of its 

regulatoty assets established for its retail load generation operations, 

Duke Energy and Duke Energy Ohio continue to monitor the amount 

of retail load customers that have switched to alternative suppliers. At 

December 31 , 2010, management has concluded that the 

established regulatory assets are still probable of recovery even 

though there have been increased levels of customer switching. 

The reapplication of regulatoty accounting treatment to 

generation in Ohio on December 17, 2008, as discussed above, 

resulted In an approximate $67 million after-tax ($103 million 

pre-tax) extraordinaty gain related to mark-to-market losses previously 

recorded In earnings associated with open fonA/ard retail load 

economic hedge contracts for fuel, purchased power and emission 

allowances, which the RSP and ESP allow to be recovered through a 

fuel and purchase power (FPP) rider. There were no other immediate 

income statement Impacts on the date of reapplication of regulatory 

accounting. A corresponding regulatory asset was established for the 

value of these contracts. . 
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Cash and Cash Equivalents. 

All highly liquid investments with maturities of three months or 

less at the date of acquisition are considered cash equivalents. 

Restricted Cash. 

The Duke Energy Registrants have restricted cash related 

primarily to proceeds from debt issuances that are held in trust for the 

purpose of funding future environmental construction or maintenance 

expenditures. Restricted cash balances are reflected within both Other 

within Current Assets and Other within Investments and Other Assets 

on the Consolidated Balance Sheets. 

Restricted Cash 

(in millions) 

DecemberSl, 

2010 2009 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

$126 $38 
2 10 
4 4 
6 1 

Inventory. 

Inventory Is comprised of amounts presented in the tables below 

and is recorded primarily using the average cost method. Inventory 

related to the Duke Energy Registrants' regulated operations Is valued 

at historical cost consistent with ratemaking treatment. Materials and 

supplies are recorded as Inventoty when purchased and 

subsequently charged to expense or capitalized to plant when 

Installed. Inventory related to the Duke Energy Registrants' 

non-regulated operations Is valued at the lower of cost or market. 

Components of Inventory 

(in millions) 

Materials and supplies 
Coal held for electric 

generation 
Natural gas 

Total Inventory 

(in millions) 

Materials and supplies 
Coal held for electric 

generation 
Natural gas 

Total Inventory 

Ouke 
Energy 

$ 734 

528 
56 

$1,318 

Duke 
Energy 

$ 705 

748 
62 

$1,515 

DecemberSl 

Duke 
Energy 

Carolinas 

$476 

240 

$716 

DecemberSl 

Duke 
Energy 

Carolinas 

$442 

404 

$846 

., 2010 

Duke 
Energy 

Ohio 

$106 

92 
56 

$254 

,2009 

Duke 
Energy 

Ohio 

$104 

102 
62 

$268 

Duke 
Energy 
Indiana 

$ 78 

189 

$267 

Duke 
Energy 

Indiana 

$ 78 

234 

$312 

Investments in Debt and Equity Securities. 

The Duke Energy Registrants classify investments into two 

categories - trading and available-for-sale. Trading securities are 

reported at fair value In the Consolidated Balance Sheets with net 

realized and unrealized gains and losses included in eamings each 

period. Available-for-sale securities are also reported at fair value on 

the Consolidated Balance Sheets with unrealized gains and losses 

included in Accumulated Other Comprehensive Income (AOCI) or a 

regulatoty asset or liability, unless It is determined that the carrying 

value of an investment is other-than-temporarily Impaired. Other-

than-temporaty impairments related to equity securities and the credit 

loss portion of debt securities are included In eamings, unless 

deferred in accordance with regulatory accounting treatment. 

Investments in debt and equity securities are classified as either short-

term investments or long-term investments based on management's 

intent and abilify to sell these securities, taking into consideration 

Illiquidity factors In the current markets with respect to certain 

investments that have historically provided for a high degree of 

liquidity, such as Investments In auction rate debt securities. 

See Note 16 for further information on the investments in debt 

and equity securities, including investments held in the Nuclear 

Decommissioning Trust Fund (NDTF). 

Goodwill. 

Duke Energy and Duke Energy Ohio pert'orm an annual goodwill 

impairment test as of August 31 each year and updates the test 

between annual tests if events or circumstances occur that would 

more likely than not reduce the fair value of a reporting unit below its 

cartying value. Duke Energy and Duke Energy Ohio periderm the 

annual review for goodwill impairment at the reporting unit level, 

which Duke Energy has determined to be an operating segment or 

one level below and Duke Energy Ohio has determined to be an 

operating segment. 

The annual test of the potential impairment of goodwill requires 

a two step process. Step one of the Impairment test Involves 

comparing the estimated fair values of reporting units with their 

aggregate carrying values, including goodwill. If the cartying amount 

of a reporting unit exceeds the reporting unit's fair value, step two 

must be performed to determine the amount, if any, ofthe goodwill 

impairment loss. If the carrying amount is less than fair value, further 

testing of goodwill impairment is not performed. 

Step two of the goodwill Impairment test involves comparing the 

implied fair value of the reporting unit's goodwill against the carrying 

value of the goodwill. Under step two, determining the implied fair 

value of goodwill requires the valuation of a reporting unit's 

Identifiable tangible and Intangible assets and liabilities as if the 

reporting unit had been acquired in a business combination on the 

testing date. The difference between the fair value of the entire 

reporting unit as determined in step one and the net fair value of all 

identifiable assets and liabilities represents the Implied fair value of 

goodwill. The goodwill impairment charge. If any, would be the 
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difference between the cariying amount of goodwill and the implied 

fair value of goodwill upon the completion of step two. 

For purposes of the step one analyses, determination of a 

reporting unit's fair value is typically based on a combination of the 

Income approach, which estimates the fair value of reporting units 

based on discounted future cash flows, and the market approach, 

which estimates the fair value of a reporting unit based on market 

comparables within the utility and energy industries. 

See Note 12 for further information, including discussion of a 

$500 million goodwill impairment charge recorded at Duke Energy 

and a $677 million goodwill impairment charge at Duke Energy Ohio 

during the year ended DecemberSl, 2010, and a $371 million 

goodwill impairment charge recorded at Duke Energy and $727 

million goodwill Impairment charge recorded at Duke Energy Ohio 

during the year ended DecemberSl, 2009. 

Long-Lived Asset Impairments. 

The Duke Energy Registrants evaluate whether long-lived assets, 

excluding goodwill, have been impaired when circumstances indicate 

the cartying value of those assets may not be recoverable. For such 

long-lived assets, an Impairment exists when its carrying value 

exceeds the sum of estimates of the undiscounted cash flows 

expected to result from the use and eventual disposition of the asset. 

When alternative courses of action to recover the carrying amount of 

a long-lived asset are under consideration, a probability-weighted 

approach Is used for developing estimates of future undiscounted 

cash flows. If the carrying value of the long-lived asset is not 

recoverable based on these estimated future undiscounted cash 

flows, the impairment loss is measured as the excess ofthe carrying 

value of the asset over its fair value, such that the asset's carrying 

value is adjusted to its estimated fair value. 

Management assesses the fair value of long-lived assets using 

commonly accepted techniques, and may use more than one source. 

Sources to determine fair value include, but are not limited to, recent 

third party comparable sales, internally developed discounted cash 

flow analysis and analysis from outside advisors. Significant changes 

in market conditions resulting from events such as, among others, 

changes in commcxJity prices or the condition of an asset, or a 

change in management's intent to utilize the asset are generally 

viewed by management as triggering events to re-assess the cash 

flows related to the long-lived assets. 

See Note 12 for further information regarding long-lived asset 

Impairment charges recorded during the year ended December 3 1 , 

2010 and 2009. 

Property, Plant and Equipment. 

Property, plant and equipment are stated at the lower of 

historical cost less accumulated depreciation or fair value, if impaired. 

The Duke Energy Registrants capitalize all construction-related direct 

labor and material costs, as well as indirect construction costs. 

Indirect costs include general engineering, taxes and the cost of funds 

used during construction (see "Allowance for Funds Used During 

Construction (AFUDC) and Interest Capitalized," discussed below). 

The cost of renewals and betterments that extend the useful life of 

property, plant and equipment are also capitalized. The cost of 

repairs, replacements and major maintenance projects, which do not 

extend the useful life or Increase the expected output ofthe asset, are 

expensed as incurred. Depreciation is generally computed over the 

estimated useful life of the asset using the composite straight-line, 

method. For regulated operations, depreciation studies are conducted 

periodicalty to update the composite rates and are approved by the . 

various state commissions. The composite weighted-average 

depreciation rates for each of the Duke Energy Registrant were: 

DecemberSl, 

2010 2009 2008 

Duke Energy'̂ ' 
Duke Energy Carolinas '̂ 
Duke Energy Ohio 
Duke Energy Indiana 

3.2% 
2.7% 
4 . 1 % 
3.5% 

3.3% 3.1% 
2.0% 3.0% 
3.8% 2.6% 
4.2% 3.8% 

(a) Excludes nuclear fuel at Duke Energy and Duke Energy Carolinas. 

When the Duke Energy Registrants retire their regulated 

property, plant and equipment, it charges the original cost plus the 

cost of retirement, less salvage value, to accumulated depreciation. 

When it sells entire regulated operating units, or retires or sells . 

non-regulated properties, the cost is removed from the property 

account and the related accumulated depreciation and amortization 

accounts are reduced. Any gain or loss is recorded in earnings, unless 

othen/vise required bythe applicable regulatoty body. 

See Note 10 for further Information on the components and 

estimated useful lives of Duke Energy's property, plant and 

equipment balance. 

Nuclear Fuel. 

Amortization of nuclear fuel purchases is included within Fuel 

Used In Electric Generation and Purchased Power-Regulated In the 

Consolidated Statements of Operations. The amortization is recorded 

using the units-of-production method. 

AFUDC and Interest Capitalized. 

In accordance with applicable regulatory accounting guidance, 

the Duke Energy Registrants record AFUDC, which represents the 

estimated debt and equity costs of capital funds necessary to finance 

the construction of new regulated facilities. Both the debt and equity 

components of AFUDC are non-cash amounts within the 

Consolidated Statements of Operations. AFUDC is capitalized as a 

component of the cost of Property, Plant and Equipment, with an 

offsetting credit to Other Income and Expenses, net on the 

Consolidated Statements of Operations for the equity component and 

as an offset to Interest Expense on the Consolidated Statements of 
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Operations for the debt component. After construction Is completed, 

the Duke Energy Registrants are permitted to recover these costs 

through Inclusion in the rate base and the corresponding depreciation 

expense or nuclear fuel expense. 

AFUDC equity Is recorded in the Consolidated Statements of 

Operations on an after-tax basis and is a permanent difference item 

for income tax purposes (I.e., a permanent difference between 

financial statement and Income tax reporting), thus reducing the 

Duke Energy Registrants' effective tax rate during the construction 

phase in which AFUDC equity is being recorded. The effective tax 

rate is subsequently increased in future periods when the completed 

property, plant and equipment is placed in service and depreciation 

ofthe AFUDC equity commences. See Note 22 for information 

related to the impacts of AFUDC equity on the Duke Energy 

Registrants' effective tax rate. 

For non-regulated operations. Interest is capitalized during the 

construction phase In accordance with the applicable accounting 

guidance. 

Asset Retirement Obligations. 

The Duke Energy Registrants recognize asset retirement 

obligations for legal obligations associated with the retirement of long-

lived assets that result from the acquisition, construction, 

development and/or normal use of the asset, and for conditional asset 

retirement obligations. The term conditional asset retirement 

obligation refers to a legal obligation to perform an asset retirement 

activity in which the timing and (or) method of settlement are 

conditional on a future event that may or may not be within the 

control of the entity. The obligation to perform the asset retirement 

activity is unconditional even though uncertainty exists about the 

timing and (or) method of settlement. Thus, the timing and (or) 

method of settlement may be conditional on a future event. When 

recording an asset retirement obligation, the present value of the 

projected liability is recognized in the period In which it is incurred. If 

a reasonable estimate of fair value can be made. The present value of 

the liability is added to the cartying amount ofthe associated asset. 

This additional cartying amount is then depreciated over the 

estimated useful life of the asset. 

In the second quarter of 2010, Duke Energy Carolinas recorded 

a $1.5 billion correction of an error to reduce the nuclear 

decommissioning asset retirement obligation liability, with offeettlng 

impacts to regulatory assets and property, plant and equipment. This 

correction had no Impact on Duke Energy Carolinas' results of 

operations or cash flows. 

See Note 9 for further Information regarding The Duke Energy 

Registrants' asset retirement obligations. 

Revenue Recognition and Unbilled Revenue. 

Revenues on sales of electricity and gas are recognized when 

either the sen/Ice is provided or the product Is delivered. Unbilled 

retail revenues are estimated by appfying average revenue per 

kilowatt-hour or per thousand cubic feet (Mcf) for all customer classes 

to the number of estimated kilowatt-hours or Mcfs delivered but not 

billed. Unbilled wholesale energy revenues are calculated by applying 

the contractual rate per megawatt-hour (MWh) to the number of 

estimated MWh delivered but not yet billed. Unbilled wholesale 

demand revenues are calculated by applying the contractual rate per 

megawatt (MW) to the MW volume delivered but not yet billed. The 

amount of unbilled revenues can vary significantfy from period to 

period as a result of numerous factors, including seasonalify, 

weather, customer usage patterns and customer mix. 

As discussed below, in accordance with new accounting rules 

on January 1, 2010, Duke Energy began consolidating Cinergy 

Receivables. Accordingly, unbilled revenues which had been 

included in the sale of receivables to Cinergy Receivables prior to the 

effective date of the new accounting rules, and thus not reflected on 

Duke Energy's Consolidated Balance Sheets, are now Included In 

Receivables on Duke Energy's Consolidated Balance Sheets. 

At December 31 , 2010 and 2009, Duke Energy, Duke Energy 

Carolinas and Duke Energy Ohio had unbilled revenues within 

Restricted Receivables of Variable Interest Entities and Receivables on 

their respective Consolidated Balance Sheets as follows: 

(in millions) 
December 31, December 31, 

2010 2009 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio<2' 

751 
322 

54 

$460 
276 

23 

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

Additionally, Duke Energy Ohio, Including Duke Energy 

Kentucky, and Duke Energy Indiana sell, on a revolving basis, neariy 

all of their retail and wholesale accounts receivable to Cinergy 

Receivables. Duke Energy Ohio and Duke Energy Indiana meet the 

revised sale^derecognition criteria ofthe new accounting rules and, 

therefore, continue to account for the transfers of receivables to 

Cinergy Receivables as sales, and accordingly the receivables sold are 

not reflected on the Consolidated Balance Sheets of Duke Energy 

Ohio and Duke Energy Indiana. Receivables for unbilled revenues 

related to retail and wholesale accounts receivable at Duke Energy 

Ohio and Duke Energy Indiana included in the sales of accounts 

receivable to Cinergy Receivables at December 3 1 , 2010 and 2009 

were as follows: 

December 31, Decern ber 31, 
(In millions) 2010 2009 

Duke Energy Ohio 
Duke Energy Indiana 

$112 
125 

$126 
112 

See Note 17 for additional information. 
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Accounting for Risk IVIanagement, Hedging Activities and Financial 

Instruments. 

The Duke Energy Registrants may use a number of different 

derivative and non-derivative instruments in connection with its 

commodify price, interest rate and foreign currency risk management 

activities, including swaps, futures, fonwards and options. All 

derivative Instruments except for those that are designated as hedges 

and those that qualify for the normal purchase/normal sale (NPNS) 

exception within the accounting guidance for derivatives are recorded 

on the Consolidated Balance Sheets at their fair value. The Duke 

Energy Registrants may designate qualifying derivative instruments as 

either cash flow hedges or fair value hedges, while others either have 

not been designated as hedges or do not qualify as a hedge 

(hereinafter referred to as undesignated contracts). 

For all contracts accounted for as a hedge, the Duke Energy 

Registrants prepare formal documentation ofthe hedge In accordance 

with the accounting guidance for derivatives. In addition, at Inception 

and at least evety three months thereafter, the Duke Energy 

Registrants formalty assess whether the hedge contract is highly 

effective in offsetting changes in cash flows or fair values of hedged 

Items. The Duke Energy Registrants document hedging activity by 

transaction type (futures/swaps) and risk management strategy 

(commodity price risk/interest rate risk). 

See Note 14 for additional information and disclosures regarding 

risk management activities and derivative transactions and balances. 

Captive Insurance Reserves. 

Duke Energy has captive insurance subsidiaries which provide 

coverage, on an indemnity basis, to Duke Energy entities as well as 

certain third parties, on a limited basis, for various business risks and 

losses, such as property, business interruption and general liability. 

Liabilities Include provisions for estimated losses Incurred but not yet 

reported (IBNR), as well as provisions for known claims which have 

tieen estimated on a claims-incurred basis. IBNR reserve estimates 

involve the use of assumptions and are primarily based upon 

historical loss experience, industry data and other actuarial 

assumptions. Reserve estimates are adjusted in future periods as 

actual losses differ from historical experience. 

Duke Energy, through Its captive insurance entitles, also has 

reinsurance coverage, which provides reimbursement to Duke Energy 

for certain losses above a per incident and/or aggregate retention. 

Duke Energy recognizes a reinsurance receivable for recovery of 

Incurred losses under Its captive's reinsurance coverage once 

realization ofthe receivable is deemed probable by its captive 

insurance companies. 

Unamortized Debt Premium, Discount and Expense. 

Premiums, discounts and expenses incurred with the issuance 

of outstanding long-term debt are amortized over the terms of the 

debt issues. Any call premiums or unamortized expenses associated 

with refinancing higher-cost debt obligations to finance regulated 

assets and operations are amortized consistent with regulatoty 

treatment of those items, where appropriate. The amortization 

expense is recorded as a component of Interest expense in the 

Consolidated Statements of Operations and is reflected as 

Depreciation and amortization within Net cash provided by operating 

activities on the Consolidated Statements of Cash Flows. 

Loss Contingencies and Environmental Liabilities. 

The Duke Energy Registrants are Involved In certain legal and 

environmental matters that arise In the normal course of business. 

Contingent losses are recorded when it is determined that it is 

probable that a loss has occurred and the amount ofthe loss can be 

reasonably estimated. When a range of the probable loss exists and 

no amount within the range is a better estimate than any other 

amount, the Duke Energy Registrants record a loss contingency at the 

minimum amount in the range. Unless othenA/ise required by GAAP, 

legal fees are expensed as Incurred. 

Environmental liabilities are recorded on an undiscounted basis 

when the necessity for environmental remediation becomes probable 

and the costs can be reasonabfy estimated, or when other potential 

environmental liabilities are reasonably estimable and probable. The 

Duke Energy Registrants expense environmental expenditures related 

to conditions caused by past operations that do not generate current 

or future revenues. Certain environmental expenses receive regulatory 

accounting treatment, under which the expenses are recorded as 

regulatoty assets. Environmental expenditures related to operations 

that generate current or future revenues are expensed or capitalized, 

as appropriate. 

See Note 5 for further Information. 

Pension and Other Post-Retirement Benefit Plans. 

Duke Energy maintains qualified, non-qualified and other post-

retirement benefit plans. Duke Energy Carolinas, Duke Energy Ohio 

and Duke Energy Indiana employees participate In Duke Energy's 

qualified, non-qualified and other post-retirement benefit plans and 

are allocated their proportionate share of benefit costs by Duke 

Energy. See Note 21 for information related to Duke Energy's benefit 

plans. Including certain accounting policies associated with these 

plans. 

Severance and Special Termination Benefits. 

Duke Energy has an ongoing severance plan under which, in 

general,'the longer a terminated employee worked prior to terminafion 

the greater the amount of severance benefits. Duke Energy records a 

liability for Involuntary severance once an involuntaty severance plan 

is committed to by management, or sooner, if involuntary severances 

are probable and the related severance benefits can be reasonably 

estimated. For Involuntaty severance benefits that are Incremental to 

its ongoing severance plan benefits, Duke Energy measures the 
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obligation and records the expense at Its fair value at the 

communication date if there are no future service requirements, or, if 

future service Is required to receive the termination benefit, ratably 

over the seivice period. From time to time, Duke Energy offers special 

termination benefits under voluntaty, severance programs. Special 

termination benefits are measured upon employee acceptance and 

recorded immediately absent a significant retention period. If a 

significant retention period exists, the cost ofthe special termination 

benefits are recorded ratably over the remaining service periods of the 

affected employees. Employee acceptance of voluntaty severance 

benefits Is determined by management based on the facts and 

circumstances of the special termination benefits being offered. See 

Note 19 for further information. 

Guarantees. 

Upon issuance or modification of a guarantee, Duke Energy 

recognizes a liability at the time of issuance or material modification 

for the estimated fair value of the obligation it assumes under that 

guarantee. If any. Fair value is estimated using a probability-weighted 

approach. Duke Energy reduces the obligation over the term of the 

guarantee or related contract In a systematic and rational method as 

risk is reduced under the obligation. Any additional contingent loss for 

guarantee contracts subsequent to the initial recognition of a liability 

In accordance with applicable accounting guidance Is accounted for 

and recognized at the time a loss Is probable and the amount of the 

loss can be reasonably estimated. 

Duke Energy has entered into various indemnification 

agreements related to purchase and sale agreements and other types 

of contractual agreements with vendors and other third parties. These 

agreements typically cover environmental, tax, litigation and other 

matters, as well as breaches of representations, warranties and 

covenants. Typically, claims may be made by third parties for various 

periods of time, depending on the nature ofthe claim. Duke Energy's 

potential exposure under these indemnification agreements can range 

from a specified to an unlimited dollar amount, depending on the • 

nature of the claim and the particular transaction. See Note 7 for 

further information. 

other Current and Non-Current Liabilities. 

At DecemberSl, 2010 and 2009, $248 million and $257 

million, respectively, of liabilities associated with vacation accrued are 

included in Other within Current Liabilities in the Consolidated 

Balance Sheets of Duke Energy. As of December 3 1 , 2010 and 

2009, this balance exceeded 5% of total current liabilities. 

At December 31 , 2010 and 2009, $89 million and $94 . 

million, respectively, of liabilities associated with vacation accrued 

were included In Other Current Liabilities In the Consolidated Balance 

Sheets of Duke Energy Carolinas. At December 3 1 , 2010, this 

balance exceeded 5% of total current liabilities. 

stock-Based Compensation. 

Stock-based compensation represents the cost related to stock-

based awards granted to employees. Duke Energy recognizes stock-

based compensation based upon the estimated fair value ofthe 

awards, net of estimated forfeitures. The recognition period for these 

costs begin at either the applicable service inception date or grant 

date and continues throughout the requisite setyice period, or for 

certain share-based awards until the employee becomes retirement 

eligible, if eariier. Share-based awards, including stock options, but 

not performance shares, granted to employees that are already 

retirement eligible are deemed to have vested immediately upon 

Issuance, and therefore, compensation cost for those awards is 

recognized on the date such awards are granted. See Note 20 for 

further information. 

Accounting For Purchases and Sales of Emission Allowances. 

Emission allowances are Issued bythe Environmental Protection 

Agency (EPA) at zero cost and permit the holder of the allowance to 

emit certain gaseous by-products of fossil fuel combustion. Including 

sulfur dioxide (SOg) and nitrogen oxide (NOJ. Allowances may also 

be bought and sold via third party transactions or consumed as the 

emissions are generated. Allowances allocated to or acquired by the 

Duke Energy Registrants are held primarily for consumption. The 

Duke Energy Registrants record emission allowances as Intangible 

Assets on their Consolidated Balance Sheets at cost and recognizes 

the allowances in earnings as they are consumed or sold. Gains or 

losses on sales of emission allowances by regulated businesses that 

do not provide for direct recovery through a cost tracking mechanism 

and non-regulated businesses are presented In Gains (Losses) on 

Sales of Other Assets and Other, net. In the accompanying 

Consolidated Statements of Operations. For regulated businesses that 

provide for direct recovery of emission allowances, any gain or loss on 

sales of recoverable emission allowances are included in the rate 

structure of the regulated entity and are deferred as a regulatoty asset 

or liability. Future rates charged to retail customers are impacted by 

any gain or loss on sales of recoverable emission allowances and, 

therefore, as the recovery ofthe gain or loss Is recognized In operating 

revenues, the regulatory asset or liability related to the emission 

allowance activity is recognized as a component of Fuel Used in 

Electric Generation and Purchased Power-Regulated In the 

Consolidated Statements of Operations. Purchases and sales of 

emission allowances are presented gross as investing activities on the 

Consolidated Statements of Cash Flows. See Note 12 for discussion 

regarding the Impairment of the carrying value of certain emission 

allowances In 2010 and 2008. 

Income Taxes. 

Duke Energy and its subsidiaries file a consolidated federal 

Income tax return and other state and foreign jurisdictional returns as 

required. Deferred income taxes have been provided for temporary 
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differences between the GAAP and tax carrying amounts of assets 

and liabilities. These differences create taxable or tax-deductible 

amounts for future periods. Investment tax credits (ITC) associated 

with regulated operations are deferred and are amortized as a 

reduction of Income tax expense over the estimated useful lives of the 

related properties. 

Duke Energy Carolinas, Duke Energy Ohio and Duke Energy 

Indiana entered into a tax sharing agreement with Duke Energy, 

where the separate return method Is used to allocate tax expenses 

and benefits to the subsidiaries whose Investments or results of 

operations provide these tax expenses or benefits. The accounting for 

income taxes essentially represents the income taxes that the 

Subsidiary Registrants would incur if the Subsidiary Registrants were 

a separate company filing their own federal tax retum as a 

C-Corporation. Duke Energy Carolinas files separate state Income tax 

returns in North Carolina and South Carolina. 

The Duke Energy Registrants record unrecognized tax benefits 

for positions taken or expected to be taken on tax returns, including 

the decision to exclude certain Income or transactions from a return, 

when a more-likely-than-not threshold is met for a tax position and 

management believes that the position will be sustained upon 

examination by the taxing authorities. IVIanagement evaluates each 

position based solely on the technical merits and facts and 

circumstances ofthe position, assuming the position will be 

examined by a taxing authority having full knowledge of all relevant 

information. The Duke Energy Registrants record the largest amount 

of the unrecognized tax benefit that Is greater than 50% likely of 

being realized upon settlement or effective settlement. IVIanagement 

considers a tax position effectively settled for the purpose of 

recognizing previously unrecognized tax benefits when the following 

conditions exist: (i) the taxing authority has completed its examination 

procedures. Including all appeals and admlnisfi-atlve reviews tiiat the 

taxing authority Is required and expected to perform for the tax 

positions, (il) the Duke Energy Registrants do not Intend to appeal or 

litigate any aspect of the tax position included in the completed 

examination, and (iii) it is remote that the taxing authority would 

examine or reexamine any aspect of the tax position. Deferred taxes 

are hot provided on translation gains and losses where the Duke 

EnOrgy Registrants expect earnings of a foreign operation to be 

indefinitely reinvested. 

The Duke Energy Registrants record, as it relates to taxes, 

interest expense as Interest Expense and interest income and 

penalties in Other Income and Expenses, net, In the Consolidated 

Statements of Operations. 

See Note 22 for further information. 

Accounting for Renewable Energy Tax Credits and Grants Under 

the American Recovery and Reinvestment Act of 2009. 

In 2009, The American Recovery and Reinvestment Act of 

2009 (the Stimulus Bill) was signed Into law, which provides tax 

incentives in the form of ITC or cash grants for renewable energy 

facilities and renewable generation property either placed In sen/Ice 

through specified dates or for which construction has begun prior to 

specified dates. Under the Stimulus Bill, Duke Energy and Duke 

Energy Ohio may elect an ITC, which Is determined based on a 

percentage of the tax basis of the qualified property placed in service, 

for property placed In sen/ice after 2008 and before 2014 (2013 for 

wind facilities) or a cash grant, which allows entities to elect to 

receive a cash grant in lieu of the ITC for certain property either 

placed In service In 2009 or 2010 or for which construction begins 

In 2009 and 2010. When Duke Energy and Duke Energy Ohio elect 

either the ITC or cash grant on Commercial Power's wind facilities 

that meet the stipulations of the Stimulus Bill, Duke Energy and Duke 

Energy Ohio reduce the basis of the property recorded on the 

Consolidated Balance Sheets by the amount of the ITC or cash grant 

and, therefore, the ITC or grant benefit is recognized ratably over the 

life of the associated asset. Additionally, certain tax credits and 

government grants received under the Stimulus Bill provide for an 

incremental initial tax depreciable base in excess of the carrying value 

for GAAP purposes, creating an initial deferred tax asset equal to the 

tax effect of one half of the ITC or government grant. Duke Energy 

records the deferred tax benefit as a reduction to income tax expense 

in the period that the basis difference is created. 

Excise Taxes. 

Certain excise taxes levied by state or local governments are 

collected by the Duke Energy Registrants from its customers. These 

taxes, which are required to be paid regardless ofthe Duke Energy 

Registrants' abilify to collect from the customer, are accounted for on 

a gross basis. When the Duke Energy Registrants act as an agent, 

and the tax Is not required to be remitted if it is not collected from the 

customer, the taxes are accounted for on a net basis. The Duke 

Energy Registrants' excise taxes accounted for on a gross basis and 

recorded as operating revenues In the accompanying Consolidated 

Statements of Operations were as follows; 

(In millions) 

Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

Total Duke Energy 

Year Ended December 31, 

2010 2009 2008 

$156 $132 $127 
115 117 121 
29 27 30 

$300 $276 $278 

Foreign Currency Translation. 

The local currencies of Duke Energy's foreign operations have 

been determined to be their functional currencies, except for certain 

foreign operations whose functional currency has been determined to 

be the U.S. Dollar, based on an assessment of the economic 

circumstances ofthe foreign operation. Assets and liabilities of foreign 

operations, except for those whose functional currency is the 

U.S. Dollar, are translated into U.S. Dollars at the exchange rates at 
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period end. Translation adjustments resulting from fiuctuations in 

exchange rates are included as a separate component of AOCI. 

Revenue and expense accounts of these operations are translated at 

average exchange rates prevailing during the year. Gains and losses 

arising from balances and transactions denominated In currencies 

other than the functional currency are included in the results of 

operations in the period In which they occur. See Note 23 for 

additional information on gains and losses primarily associated with 

International Energy's remeasurement of certain cash and debt 

balances Into the reporting entify's functional currency and 

transaction gains and losses. 

statements of Consolidated Cash Flows. 

The Duke Energy Registrants have made certain classification 

elections within their Consolidated Statements of Cash Flows. Cash 

flows from discontinued operations are combined with cash flows 

from continuing operations within operating, investing and financing 

cash flows within the Consolidated Statements of Cash Flows. With 

respect to cash overdrafts, book overdrafts are included within 

operating cash flows while bank overdrafts are Included within 

financing cash flows. 

Dividend Restrictions and Unappropriated Retained Earnings. 

Duke Energy does not have any legal, regulatory or other 

restrictions on paying common stock dividends to shareholders. 

However, as further described In Note 4, due to conditions 

established by regulators at the time of the Duke Energy/Cinergy 

merger in April 2006, certain wholly-owned subsidiaries. Including 

the Subsidiaty Registrants, have restrictions on paying dividends or 

otherwise advancing funds to Duke Energy. At December 3 1 , 2010 

and 2009, an insignificant amount of Duke Energy's consolidated 

Retained Earnings balance represents undistributed earnings of equity 

method Investments. 

New Accounting Standards. 

The following new accounting standards were adopted by Duke 

Energy during the year ended DecemberSl, 2010 andthe impact of 

such adoption, if applicable has been presented in the accompanying 

Consolidated Financial Statements: 

Financial Accounting Standards Board (FASB) Accounting 

Standards Codification (ASC) 860 — Transfers and Senricing (ASC 

860). In June 2009, the FASB issued revised accounting guidance 

for transfers and sen/Icing of financial assets and extinguishment of 

liabilities, to require additional information about transfers of financial 

assets, including securitization transactions, as well as additional 

information about an enterprise's continuing exposure to the risks 

related to transferred financial assets. This revised accounting 

guidance eliminated the concept of a QSPE and required those 

entities which were not subject to consolidation under previous 

accounting rules to now be assessed for consolidation. In addition. 

this accounting guidance clarified and amended the derecognition 

criteria for transfers of financial assets (including transfers of portions 

of financial assets) and required additional disclosures atxiut a 

transferor's continuing Involvement in transferred financial assets. For 

Duke Energy, this revised accounting guidance was effective 

prospectively for transfers of financial assets occurring on or after 

Januaty 1, 2010, and eariy adoption of this statement was 

prohibited. Since 2002, Duke Energy Ohio, Duke Energy Indiana, 

and Duke Energy Kentucky have sold, on a revolving basis, neariy all 

of their accounts receivable and related collections through Cinergy 

Receivables, a bankruptcy-remote QSPE. The securitization 

transaction was structured to meet the criteria for sale accounting 

treatment, and accordingly, Duke Energy did not consolidate Cinergy 

Receivables, and the transfers were accounted for as sales. Effective 

with adoption of this revised accounting guidance and ASC 

810-Consolidation (ASC 810), aS discussed below, the accounting 

treatment and/or financial statement presentation of Duke Energy's 

accounts receivable securitization programs was impacted as Duke 

Energy began consolidating Cinergy Receivables effective January 1, 

2010. Duke Energy Ohio's and Duke Energy Indiana's sales of 

accounts receivable and related financial statement presentation were 

not impacted by the adoption of ASC 860. See Note 17 for additional 

Information. 

ASC 810 — Consolidations (ASC 810). In June 2009, the 

FASB amended existing consolidation accounting guidance to 

eliminate the exemption from consolidation for QSPEs, and clarified, 

but did not slgnificantiy change, the criteria for determining whether 

an entity meets the definition of a VIE. This revised accounting 

guidance also required an enterprise to qualitatively assess the 

determination of the primary beneflciaty of a VIE based on whether 

that enterprise has both the power to direct the activities that most 

significantly Impact the economic performance of a VIE and the 

obligation to absorb losses or the right to receive benefits of a VIE that 

could potentially be significant to a VIE. In addition, this revised 

accounting guidance modified existing accounting guidance to require 

an ongoing evaluation of a VIE's primary beneficiaty and amended 

the types of events that trigger a reassessment of whether an entity is 

a VIE. Furthermore, this accounting guidance required enterprises to 

provide additional disclosures about their Involvement with VIEs and 

any significant changes in their risk exposure due to that Involvement. 

For the Duke Energy Registrants, this accounting guidance was 

effective beginning on January 1, 2010, and Is applicable to all 

entities In which Duke Energy Is involved. Including entities 

previously subject to existing accounting guidance for VIEs, as well as 

any QSPEs that existed as of the effective date. Effective with 

adoption of this revised accounting guidance, the accounting 

treatment and/or financial statement presentation of Duke Energy's 

accounts receivable securitization programs were impacted as Duke 

Energy began consolidating Cinergy Receivables effective Januaty 1, 

2010. Duke Energy Ohio's and Duke Energy Indiana's sales of 
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accounts receivable and related financial statement presentation were 

not impacted by the adoption of ASC 810. This revised accounting 

guidance did not have a significant impact on any of the Duke Energy 

Registrants' other Interests In VIEs. See Note 17 for additional 

disclosures required by the revised accounting guidance in ASC 810. 

ASC 820 — Fair Value Measurements and Disclosures (ASC 

820). In January 2010, the FASB amended existing fair value 

measurements and disclosures accounting guidance to clarify certain 

existing disclosure requirements and to require a number of additional 

disclosures, including amounts and reasons for significant transfers 

between the three levels of the fair value hierarchy, and presentation 

of certain information In the reconciliation of recurring Level 3 

measurements on a gross basis. For the Duke Energy Registrants, 

certain portions of this revised accounting guidance were effective on 

January 1, 2010, with additional disclosures effective for periods 

beginning January 1, 2011. The initial adoption of this accounting 

guidance resulted In additional disclosure in the notes to the 

consolidated financial statements but did not have an impact on the 

Duke Energy Registrants' consolidated results of operations, cash 

flows or financial position. 

ASC 310 — Receivables (ASC 310). In Juty 2010, the FASB 

issued revised disclosure requirements related to financing receivables 

to address concerns about the sufficiency, transparency, and 

robustness of credit risk disclosures for financing receivables and the 

related allowance for credit losses. This revised accounting guidance 

requires disclosure Information at disaggregated levels and requires 

roll-forward schedules of the allowance for credit losses and 

information regarding the credit qualify of receivables. For the Duke 

Energy Registrants, certain portions of these revised disclosure 

requirements were effective for the year ended December 3 1 , 2010, 

with additional disclosures effective for periods beginning January 1, 

2011. The Initial adoption of these revised disclosure requirements 

did not result in any significant impact to the notes to the 

consolidated financial statements or on the Duke Energy Registrants' 

consolidated results of operations, cash fiows or financial position. 

The following new accounting standards were adopted by Duke 

Energy during the year ended December 3 1 , 2009 and the impact of 

such adoption, if applicable has been presented in the accompanying 

Consolidated Financial Statements: 

Financial Accounting Standards Board's (FASB) Accounting 

Standards Codification (ASC) 105 — Generally Accepted 

Accounting Principles (ASC 105). In June 2009, the FASB 

amended ASC 105 for the ASC, which identifies the sources of 

accounting principles and the framework for selecting the principles 

used In the preparation of financial statements of nongovernmental 

entities that are presented in conformity with GAAP. Rules and 

Interpretive releases of the Securities and Exchange Commission 

(SEC) under authorify of federal securities laws are also sources of 

authoritative GAAP. On the effective date ofthe changes to ASC 105, 

DUKE ENERGY CORPORATION / 2010 FORM lO-K 1 1 7 

which was for financial statements issued for interim and annual 

periods ending after September 15, 2009, the ASC supersedes all 

then-existing non-SEC accounting and reporting standards. Under'the 

ASC, all of Its content carries the same level of authorify and the 

GAAP hierarchy Includes only two levels of GAAP: authoritative and 

non-authoritative. While the adoption of the ASC did not have an 

impact on the accounting followed in the Duke Energy Registrants' 

consolidated flnancial statements, the ASC Impacted the references to 

authoritative and non-authoritative accounting literature contained 

within the Notes. 

ASC 805 — Business Combinations (ASC 805). In December 

2007, the FASB Issued revised guidance related to the accounting for 

business combinations. This revised guidance retained the 

fundamental requirement that the acquisition method of accounting 

be used for all business combinations and that an acquirer be 

identified for each business combination. This statement also 

established principles and requirements for how an acquirer 

recognizes and measures in its financial statements the identifiable 

assets acquired, the liabilities assumed, any noncontrolling (minority) 

interests In an acquiree, and any goodwill acquired In a business 

combination or gain recognized from a bargain purchase. For Duke 

Energy, this revised guidance is applied prospectively to business 

combinations for which the acquisition date occurred on or after 

Januaiy 1, 2009. The impact to Duke Energy of applying this revised 

guidance for periods subsequent to implementation will be dependent 

upon the nature of any transactions within the scope of ASC 805. 

The revised guidance of .̂ SC 805 changed the accounting for income 

taxes related to prior business combinations, such as Duke Energy's 

merger with Cinergy. Effective Januaiy 1, 2009, the resolution of any 

tax contingencies relating to Cinergy that existed as of the date of the 

merger are required to be refiected In the Consolidated Statements of 

Operations instead of being reflected as an adjustment to the 

purchase price via an adjustment to goodwill. 

ASC 810. In December 2007, the FASB amended ASC 810 to 

establish accounting and reporting standards for the noncontrolling 

(minority) interest in a subsidiaty and for the deconsolidation of a 

subsidiaty and to clarify that a noncontrolling interest in a subsidiary 

Is an ownership interest in a consolidated entify that should be 

reported as equify in the consolidated financial statements. This 

amendment also changed the way the consolidated income 

statement is presented by requiring consolidated net income to be 

reported at amounts that include the amounts attributable to both the 

parent and the noncontrolling Interest. In addition, this amendment 

established a single method of accounting for changes in a parent's 

ownership interest In a subsidiaty that do not result In 

deconsolidation. Forthe Duke Energy Registrants, this amendment 

was effective as of Januaiy 1, 2009, and has been applied 

prospectively, except for certain presentation and disclosure 

requirements that were applied retrospectively. The adoption of these 

provisions of ASC 810 Impacted the presentation of noncontrolling 
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Interests in the Duke Energy Registrants' Consolidated Financial 

Statements, as well as the calculation of the Duke Energy Registrants' 

effective tax rate. 

ASC 815 — Derivatives and Hedging (ASC 815). In March 

2008, the FASB amended and expanded the disclosure requirements 

for derivative instruments and hedging activities required under ASC 

815. The amendments to ASC 815 requires qualitative disclosures 

about objectives and strategies for using derivatives, volumetric data, 

quantitative disclosures about fair value amounts of and gains and 

losses on derivative instruments, and disclosures about credit-risk-

related contingent features In derivative agreements. The Duke 

Energy Registrants adopted these disclosure requirements as of 

January 1, 2009. The adoption of the amendments to ASC 815 did 

not have any impact on the Duke Energy Registrants' consolidated 

results of operations, cash flows or financial position. See Note 14 for 

the disclosures required under ASC 815. 

ASC 715 — Compensation — Retirement Benefits (ASC 

715). In December 2008, the FASB amended ASC 715 to require 

more detailed disclosures about employers' plan assets, 

concentrations of risk within plan assets, and valuation techniques 

used to measure the fair value of plan assets. Additionally, companies 

will be required to disclose their pension assets In a fashion 

consistent with ASC 820—Fair Value Measurements and 

Disclosures (i.e., Level 1, 2, and 3 of the fair value hierarchy) along 

with a roll-fonvard ofthe Level 3 values each year. Forthe Duke 

Energy Registrants, these amendments to ASC 715 were effective for 

the Duke Energy Registrants' Form 10-K for the year ended 

December 31 , 2009. The adoption of these new disclosure 

requirements did not have any impact on the Duke Energy 

Registrants' results of operations, cash flows or financial position. See 

Note 21 forthe disclosures required under ASC 715. 

The following new accounting standards were adopted by Duke 

Energy during the year ended December 31 , 2008 and the impact of 

such adoption, if applicable, has been presented In the 

accompanying Consolidated Financial Statements: 

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

ASC 825 — Financial Instruments (ASC 825). ASC 825 

permits, but does not require, entities to elect to measure many 

financial Instruments and certain other items affair value. See 

Note 15. 

ASC 860 and ASC 810. In December 2008, the FASB 

amended the disclosure requirements related to transfers and 

servicing of financial assets and VIEs to require public entities to 

provide additional disclosures about transfers of financial assets and 

to require public enterprises to provide additional disclosures about 

their involvement with VIEs. Additionally, certain disclosures were 

required to be provided by a public enterprise that is (a) a sponsor 

that has a variable interest in a VIE and (b) an enterprise that holds a 

significant variable interest in a QSPE but was not the transferor 

(nontransferor enterprise) of financial assets to the QSPE. The new 

disclosure requirements are intended to provide greater transparency 

to financial statement users about a transferor's continuing 

Involvement with transferred financial assets and an enterprise's 

involvement with VIEs. The new disclosure requirements were 

effective for Duke Energy beginning December 31 , 2008. The 

additional requirements of ASC 810 did not have any impact on 

Duke Energy's consolidated results of operations, cash flows or 

flnancial position. See Note 17 for additional information. 

The following new Accounting Standards Updates (ASU) have 

been issued, but have not yet been adopted by Duke Energy, as of 

DecemberSl, 2010: 

ASC 605 — fieventye Recognition (ASC 605). In October 

2009, the FASB Issued new revenue recognition accounting 

guidance in response to practice concerns related to the accounting 

for revenue arrangements with multiple deliverables. This new 

accounting guidance primarily applies to all contractual arrangements 

in which a vendor will perform multiple revenue generating activities, 

and addresses the unit of accounting for arrangements involving 

multiple deliverables, as well as how arrangement consideration 

should be allocated to the separate units of accounting. For the Duke 

Energy Registrants, the new accounting guidance is effective 

January 1, 2011 and will be applied prospectively. Duke Energy 

does not expect this new accounting guidance to have a material 

impact to Its consolidated results of operations, cash fiows or financial 

position. 

ASC 350 — Intangibles — Goodwill and Other (ASC 350). In 

December 2010, the FASB amended the accounting guidance 

related to annual Impairment tests. The revised accounting guidance 

requires entities which have reporting units with a zero or negative 

carrying value to assess, considering qualitative factors such as those 

described in existing accounting guidance, whether it is more likely 

than not that a goodwill Impairment exists. If an entity concludes that 

it is more likely than not that a goodwill impairment exists for the 

applicable reporting unit, the entity must perform step 2 of the 

goodwill impairment test. For Duke Energy, the revised accounting 

guidance is effective January 1, 2011 and will be applied 

prospectively. Duke Energy is currently evaluating the potential 

impact of the adoption of this revised accounting guidance on Its 

annual Impairment test of goodwill and is unable to estimate at this 

time the impact of adoption on its consolidated results of operations 

cash flows or financial position. None of Duke Energy's reporting 

units had a negative carrying value as of DecemberSl, 2010. 

ASC 805. In November 2010, the FASB issued new 

accounting guidance in response to diversity in the interpretation of 

pro forma information requirements for business combinations. The 

new accounting guidance requires an entity to present pro forma 

financial information as If the business combination occurred at the 

beginning ofthe eariiest period presented, as well as, additional 

disclosures describing the nature and amount of material. 
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nonrecurring pro forma adjustments. For Duke Energy this new 

accounting guidance is effective January 1, 2011 and will be applied 

to all business combinations consummated after that date. 

ASC 820 — Fair Value Measurements and Disclosures (ASC 

820). In January 2010, the FASB amended existing fair value 

measurements and disclosures accounting guidance to clarify certain 

existing disclosure requirements and to require a number of additional 

disclosures, including amounts and reasons for signiflcant transfers 

between the three levels of the fair value hierarchy, and presentation 

of certain information in the reconciliation of recurring Level 3 

measurements on a gross basis. For the Duke Energy Registrants, 

certain portions of this revised accounting guidance were effective on 

January 1, 2010, with additional disclosures effective for periods 

beginning January 1, 2011. The initial adoption of this accounting 

guidance resulted in additional disclosure in the notes to the 

consolidated financial statements but did not have an Impact on the 

Duke Energy Registrants' consolidated results of operations, cash 

flows or financial position. The adoption ofthe remaining portions of 

this accounting guidance will result in additional disclosure in the 

notes to the consolidated financial statements but Is not expected to 

have an impact on the Duke Energy Registrants' consolidated results 

of operations, cash flows or financial position. 

ASC 310 — Receivables (ASC 310). In July 2010, the FASB 

Issued revised disclosure requirements related to financing receivables 

to address concerns about the sufficiency, transparency, and 

robustness of credit risk disclosures for finance receivables and the 

related allowance for credit losses. This revised accounting guidance 

requires disclosure information at disaggregated levels and requires 

roll-fonward schedules of the allowance for credit losses and 

Information regarding the credit qualify of receivables. For the Duke 

Energy Registrants, certain portions of these revised disclosure 

requirements were effective for the year ended December 31 , 2010, 

with additional disclosures effective for periods beginning Januaty 1, 

2011. The initial adoption of these revised disclosure requirements 

did not result in any significant Impact to the notes to the 

consolidated financial statements or on the Duke Energy Registrants' 

consolidated results of operations, cash flows or financial position. 

The adoption ofthe remaining portions of this revised accounting 

guidance may result in additional disclosure in the notes to the 

consolidated financial statements but is not expected to have an 

impact on the Duke Energy Registrants' consolidated results of 

operations, cash flows or financial position. 

2. BUSINESS SEGMENTS 

IVIanagement evaluates segment performance based on 

eamings 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 excludes discontinued 

operations, represents all profits from continuing operations (both 

operating and non-operating) before deducting interest and taxes, and 

is net of amounts attributable to noncontrolling Interests related to 

those profits. Segment EBIT Includes transactions between reportable 

segments. Cash, cash equivalents and short-term investments are 

managed centrally by Duke Energy, so the associated interest and 

dividend Income and realized and unrealized gains and losses from 

foreign currency transactions on those balances are excluded from 

segment EBIT. 

Operating segments for each of the Duke Energy Registrants are 

determined based on information used by the chief operating decision 

maker In deciding how to allocate resources and evaluate the 

performance at each of the Duke Energy Registrants. There is no 

aggregation within reportable operating segments at any of the Duke 

Energy Registrants. 

Duke Energy 

Duke Energy has the following reportable operating segments: 

U.S. Franchised Electric and Gas (USFE&G), Commercial Power and 

International Energy. 

USFE&G generates, transmits, distributes and sells electricity in 

central and western North Carolina, western South Carolina, central, 

north central and southern Indiana, and northern Kentucky. USFE&G 

also transmits, and distributes electricity in southwestern Ohio. 

Additionally, USFE&G transports and sells natural gas in 

southwestern Ohio and northern Kentucky. It conducts operations 

primarily through Duke Energy Carolinas, certain 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 elecfric 

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

as other contractual positions. Commercial Power's generation assets 

consist of renewable energy generation assets, Duke Energy Ohio's 

regulated generation in Ohio and five Midwestern gas-fired 

non-regulated generation assets. The asset portfolio has a diversified 

fuel mix with base-load and mid-merit coal-fired units as well as 

combined cycle and peaking natural gas-fired units. Commercial 

Power also has a retail sales subsidiaty, Duke Energy Retail Sales, 

LLC (Duke Energy Retail), which Is certified by the PUCO as a 

Competitive Retail Electric Supplier (CRES) provider in Ohio. Duke 

Energy Retail serves retail electric customers in southwest, west 

central and northern Ohio at competitive rates. Due to increased 

levels of customer switching as a result ofthe competitive markets in 

Ohio, Duke Energy Retall has focused on acquiring customers that 

had previously been sen/ed by Duke Energy Ohio under the ESP, as 

well as those previously served by other Ohio franchised utilities. 

Commercial Power also develops and implements customized energy 

solutions. Through Duke Energy Generation Sen/ices, Inc. and Its 

afliliates (DEGS), Commercial Power develops, owns and operates 
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electric generation for large energy consumers, municipalities, utilities 

and industrial facilities. In addition, DEGS engages in the 

development, construction and operation of renewable energy 

projects and Is also developing transmission and biomass projects. 

International Energy principally operates and manages power 

generation facilities and engages In sales and marketing of electric 

power and natural gas outside the U.S. It conducts operations 

primarily through Duke Energy International, LLC and its affiliates and 

its activities principally target power generation In Latin America. 

Additionally, International Energy owns a 25% Interest In National 

Methanol Company (NMC), located in Saudi Arabia, which is a large 

regional producer of methanol and methyl tertiaty butyl ether (MTBE). 

Through December 3 1 , 2009, International Energy has a 25% 

ownership Interest in Attiki Gas Supply S.A. (Attiki), which is a . 

natural gas distributor located In Athens, Greece. In January 2010, 

the counterparty to Attiki's non-recourse debt Issued a notice of 

default due to Duke Energy's failure to make a scheduled semi

annual installment payment of principal and interest following Duke 

Energy's 2009 decision to abandon its investment in Attiki and the 

related non-recourse debt. See Note 13 for additional Information 

related to the investment in Attiki, 

The remainder of Duke Energy's operations Is presented as 

Other. While it is not considered a business segment. Other primarily 

Includes certain unallocated corporate costs, Bison Insurance 

Company Limited (Bison), Duke Energy's wholly-owned, captive 

insurance subsidiaty, Duke Energy's effective 50% interest in 

DukeNet Communications, LLC (DukeNet) and related 

telecommunications businesses, Duke Energy Trading and 

Marketing, LLC (DETM), which Is 40% owned by Exxon Mobil 

Corporation and 60% owned by Duke Energy and management is 

currentiy In the process of winding down, and Duke Energy's effective 

50% Interest In the Crescent JV (Crescent), which was Duke Energy's 

real estate joint venture that filed for Chapter 11 bankruptcy 

protection In June 2009 and emerged from bankruptcy in June 

2010. Following the bankruptcy proceeding, Duke Energy no longer 

has any ownership interest in Crescent. See Note 13 for additional 

information related to Crescent. In December 2010, Duke Energy 

sold a 50% ownership in DukeNet to Investments funds managed by 

Alinda Capital Partners, LLC (collectively Alinda). See Note 3 for 

further discussion of the DukeNet disposition transaction 

Unallocated corporate costs include certain costs not allocable to 

Duke Energy's reportable business segments, primarily govemance 

costs, costs to achieve mergers and divestitures and costs associated 

with certain corporate severance programs. Bison's principal activities 

as a captive Insurance entity include the Indemnification and 

reinsurance of various business risks and losses, such as property, 

business interruption and general liability of subsidiaries and affiliates 

of Duke Energy. On a limited basis. Bison also participates in 

reinsurance activities with certain third parties. 
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Business Segment Data'^i 

(in millions) 

Year Ended December 31,2010 
U.S. Franchisee! Electric and GasW"' 
Commercial Power*"* 
International Energy 

Total reportable segments 

Other< î 
Eliminations and reclassifications 
Interest expense 
Interest income and othet<'i 
Add back of noncontrolling interest component of 

reportable segment and Other EBIT 

Total consolidated 

Year Ended December 3 1 , 2009 
U.S. Franchised Electric and Gas 
Commercial Power** 
International Energy 

Total reportable segments 
Other 
Eliminations and reclassifications 
Interest expense 
Interest Income and other<=' 
Add back of noncontrolling interest component of 

reportable segment and Other EBIT 

Total consolidated 

Year Ended December 3 1 , 2008 
U.S. Franchised Electric and Gas 
Commercial Power 
International Energy 

Total reportable segments 

Other's) 
Eliminations and reclassifications 

Interest expense 
Interest income and other*") 
Add back of noncontrolling interest component of 

reportable segment and Other EBIT 

Total consolidated 

Unaffiliated 
Revenues 

$10,563 
2,440 
1,204 

14,207 

65 
— 
— 
— 

— 
$14,272 

$ 9,392 
2,109 
1,158 

12,659 

72 
— 
— 
— 

— 
$12,731 

$10,130 
1,817 
1,185 

13,132 
75 
— 
— 
— 

— 
$13,207 

Intersegment 
Revenues 

$ 34 

8 
— 
42 
53 

(95) 

— 
— 

— 
$ -

$ 41 
5 

— 
46 
56 

(102) 

— 
— 

— 
$ -

$ 29 

9 
— 
38 
59 

(97) 

— 
— 

— 
$ -

Total 
Revenues 

$10,597 
2,448 
1,204 

14,249 

118 
(95) 

— 
— 

— 
$14,272 

$ 9,433 

2,114 
1,158 

12,705 

128 
(102) 

— 
— 

— 
$12,731 

$10,159 
1,826 
1,185 

13,170 
134 
(97) 

— 
— 

— 
$13,207 

Segment EBIT/ 
Consolidated 

Income 
from Continuing 

Operations before 
Income Taxes 

$2,966 

(229) 
486 

3,223 
(255) 

— 
(840) 

72 

10 

$2,210 

$2,321 

27 
365 

2,713 
(251) 

— 
(751) 

102 

18 

$1,831 

$2,398 

264 
411 

3,073 
(558) 

— 
(741) 

117 

10 

$1,891 

Depreciation 

and 
Amortization 

$1,386 

225 
86 

1,697 

89 
— 
— 
— 

— 
$1,786 

$1,290 
206 
81 

1,577 

79 
— 
— 
— 

— 
$1,656 

$1,326 

174 
. 84 

1,584 

86 
— 
— 
— 

— 
$1,670 

Capital and 
Investment 

Expenditures 

and 
Acquisitions 

$3,891 

525 
181 

4,597 
258 

— 
— 
— 

— 
$4,855 

$3,560 
688 
128 

4,376 

181 
— 
— 
— 

— 
$4,557 

$3,650 
870 
161 

4,681 
241 
— 
— 
—-

— 
$4,922 

Segment 
Assets*) 

$45,210 
6,704 
4,310 

56,224 
2,845 

21 
— 
— 

— 
$59,090 

$42,753 
7,345 
4,067 

54,175 
2,736 

129 1 

— \ 
— 

— 
$57,040 

$39,556 
7,467 
3,309 

50,332 
2,605 

140 
^-
— 

— 
$53,077 

(0 

(d) 

(e) 

(g) 
(h) 

Segment results exclude results of entities classified as discontinued operations. 
Includes assets held for sale and assets of entities In discontinued operations. See Note 13 for description and carrying value of Investments accounted for under the equity method of 
accounting within each segment. 
On December 7, 2009 and Januaiy 10, 2010, the North Carolina and South Carolina rate case settlement agreements were approved by the NCUC and PSCSC, respectively. Among 
other things, the rate case settlements included an annual base rate increase of $315 million in North Carolina to be phased-in primarily over a two-year period beginning January 1, 
2010, and a $74 million annual base rate increase in South Carolina effective February 1, 2010. On July 8, 2009, the PUCO approved a $55 million annual increase in rates for 
electric delivery service. These new rates were effective July 13, 2009. Additionally, on December 29, 2009, the KPSC approved a $13 million Increase In annual base natural gas 
rates. New rates went into effect January 4, 2010. 
As discussed further in Note 12, during the year ended December 3 1 , 2010, Commertial Power recorded impairment charges of $660 million, which consisted of a $500 million 
goodwill Impairment charge associated with the non-regulated Midwest generating operations and a $160 million charge to write-down the value of certain non-regulated Midwest 
generating assets and emission allowances primarily associated with these generation assets. During the year ended December 31 , 2009, Commercial Power recorded impairment 
charges of $413 million, which consists of a $371 million goodwill Impaimient charge associated with the non-regulated Midwest generation operations and a $42 million charge to 
write-down the value of certain generating assets in the Midwest to their estimated fair value. 
During 2010, Other recorded a $172 million expense related to the 2010 voluntary severance plan and the consolidation of certain corporate office functions from the Midwest to 
Charlotte, North Carolina (see Note 19). This was partially offset by a $139 million gain from the sale of a 50% ownership interest in DukeNet (see Note 3), and a $109 million gain 
from the sale of an equity method investment in, Q-Comm Corporation (Q-Comm) (see Note 13). 
Other within Interest Income and Other includes foreign currency transaction gains and losses and additional noncontrolling interest amounts not allocated to the reportable segments and 
Other results. 
As discussed further in Note 13, Duke Energy recorded its proportionate share of impairment charges recorded by Crescent of $238 million during the year ended December 3 1 , 2008. 
As discussed In Note 4, during the year ended December 31 , 2010, USFE&G recorded a $44 million charge related to the Edwardsport integrated gasification combined cycle (IGCC) 
plant that is currently under constnjction. 
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Geographic Data Duke Energy Carolinas 

(in millions) U.S. 
Latin 

America'̂ ' Consolidated 

2010 
Consolidated revenues $13,068 $1,204 $14,272 
Consolidated long-lived assets 42,754 2,733 45,487 
2009 
Consolidated revenues $11,573 $1,158 $12,731 
Consolidated long-lived assets 41,043 2,561 43,604 
2008 
Consolidated revenues $12,022 $1,185 $13,207 
Consolidated long-lived assets 37,866 2,065 39,931 
(a) Change in amounts of long-lived assets in Latin America is primarily due to foreign 

currency translation adjustments on property, plant and equipment and other long-
lived asset balances. 

Duke Energy Carolinas has one reportable operating segment, 

Franchised Electric, which generates, transmits, (distributes and sells 

electricity and conducts operations through Duke Energy Carolinas, 

which consists ofthe regulated electric utility business In central and 

western North Carolina and western South Carolina. 

The remainder of Duke Energy Carolinas' operations is 

presented as Other. While It Is not considered an operating segment. 

Other primarily Includes certain allocated corporate governance costs 

(see Note 13). 

Business Segment Data 

(in millions) 
Unaffiliated 
Revenues'̂  

Segment EBIT/ 
Consolidated 

Income before 
Income Taxes 

Depreciation 
and 

Amortization 

Capital 
and 

Acquisition 
Expenditures 

Segment 
Assets 

Year Ended December 31, 2010 
Franchised Electric'̂ ' 

Total reportable segments 
Other<':) 
Interest expense 

$6,424 $1,930 $787 $2,280 $27,388 

6,424 1,930 
(296) 
(362) 

787 2,280 27,388 

Interest income 

Total consolidated 

Year Ended December 31, 2009 
Franchised Electric 

— 
$6,424 

$5,495 

23 

$1,295 

$1,545 

— 
$787 

$692 

— 
$2,280 

$2,236 

— 
$27,388 

$26,690 

Total reportable segments 
Other 
Interest expense 

5,495 1,545 
(143) 
(330) 

692 2,236 

Total reportable segments 
Other 
Interest expense 
Interest income 

5,903 1,564 
(186) 
(331) 
15 

730 2,560 

26,690 

Interest income 

Total consolidated 

Year Ended December 31, 2008 
Franchised Electric 

— 
$5,495 

$5,903 

7 

$1,079 

$1,564 

— 
$692 

$730 

— 
$2,236 

$2,560 

— 
$26,690 

$24,117 

24,117 

Total, consolidated $5,903 51,062 $730 $2,560 $24,117 

(a) On December 7, 2009 and Januaty 10, 2010, the North Carolina and South Carolina rate case settlement agreements were approved by the NCUC and PSCSC, respectively. Among 
other things, the rate case settlements Included an annual base rate increase of $315 million in North Carolina ta be phased-in primarily over a Iwo-year period beginning Januaiy 1, 
2010, and a $74 million annual base rate increase ih South Carolina effective February 1, 2010. 

(b) There were no intersegment revenues for the years ended December 3 1 , 2010, 2009 and 2008. 
(c) During 2010, Other recorded a $99 million expense related to the 2010 voluntary severance plan (see Note 19). 

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

Duke Energy Ohio has two reportable operating segments, 

Franchised Electric and Gas and Commercial Power. 

Franchised Electric and Gas generates, transmits, distributes 

and sells electricily in southwestern Ohio and northern Kentucky and 

transports and sells natural gas in southwestern Ohio and northern 

Kentucky. It conducts operations primarily through Duke Energy Ohio 

and Its wholly-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. Commercial.Power's generation asset 

fleet consists of Duke Energy Ohio's regulated generation in Ohio and 

five Midwestern gas-flred non-regulated generation assets. The asset 

portfolio has a diversified fuel mix with base-load and mid-merit coal-

fired units as well as combined cycle and peaking natural gas-fired 

units. Duke Energy Ohio's Commercial Power reportable operating 

segment does not include the operations of DEGS or Duke Energy 

Retall, 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 allocated governance costs (see Note 13). 

Business Segment Data 

(In millions) 
Unaffiliated 
Revenues'* 

Segment EBIT/ 
Consolidated 

(Loss) Income 
Before 

Income Taxes 

Depreciation 
and 

Amortization 
Capital 

Expenditures 
Segment 

Assets 

Year Ended December 3 1 , 2010 
Franchised Electric and Gas™":' 
Commercial PoweriaKe) 

$1,623 
1,706 

$ 1 3 7 
(262) 

$226 
174 

$353 
93 

$ 6,258 
4,821 

Total reportable segments 
Other 
Eliminations and reclassifications 

Total reportable segments 
Other 
Eliminations and reclassifications 

Total reportable segments 
Other 
Eliminations and reclassifications 

3,329 (125) 
(93) 

400 446 

3,388 (69 
(64) 

384 433 

3,424 592 
(67) 

409 565 

11,079 
192 
(247) 

Interest expense 
Interest income and other 

Total consolidated 

Year Ended December 3 1 , 2009 
Franchised Electric and Gas 
Commercial Power<=i 

— 

$3,329 

$1,578 
1,810 

(109) 
18 

$(309) 

$ 2 8 3 
(352) 

— 
$400 

$205 
179 

— 
$446 

$294 
139 

— 
$11,024 

$ 6,091 
5,489 

11,580 
4 

(73) 
Interest expense 
Interest income and other 

Total consolidated 

Year Ended December 3 1 , 2008 
Franchised Electric and Gas 
Commercial Powrer 

$3,388 

$1,773 
1,546 

(117) 
10 

$(240) 

$ 2 9 1 
301 

$384 

$243 
166 

$433 

$305 
260 

$11,511 

$ 5,857 
6,249 

12,106 
17 
(34) 

Interest expense 
Interest income and other 

Total consolidated 

— 
$3,424 

(94) 
27 

$ 4 5 8 $409 $565 

~-

$12,089 

(a) 

(b) 

(c) 

(d) 
(e) 

As discussed In Note 12, during the year ended DecemberSl, 2010, Commercial Power recorded Impairment charges of $621 million, which consisted of a $461 million goodwill 
Impairment charge associated with the non-regulated Midwest generation operations and a $160 million charge to write-down the value of certain non-regulated Midwest generating 
assets and emission allowances primarily associated with these generation assets. During the year ended December 3 1 , 2009, Commercial Power recorded Impairment charges of $769 
million, which consisted of a $727 million goodwill Impairment charge associated with the non-regulated Midwest generation operations and a $42 million charge to write-down the 
value of certain generating assets in the Midwest to their estimated fair value. 
On July 8, 2009, the PUCO approved a $55 million annual increase in rates for electric delivery service. These new rates were effective July 13, 2009. Additionally, on December 29, 
2009, the KPSC approved a $13 million increase in annual base natural gas rates. New rates went into effect January 4, 2010. 
in the second quarter of 2010, Franchised Electric and Gas recorded an Impairment charge of $216 million related to the Ohio Transmission and Distribution reporting unit. This 
impaimient charge was not applicable to Duke Energy as this reporting unit has a lower carrying value at Duke Energy. See Note 12 for additional information. 
There was an insignificant amount of intersegment revenues for the years ended December 31 , 2010, 2009 and 2008. 
In 2010 Duke Energy Ohio earned approximately 13% of its consolidated operating revenues from PJM. These revenues relate to the sale of capacity and electricity from (iimmerclal 
Power's gas-fired non-regulated generation assets. In 2(X)9 and 2008 no single counterparty contributed 10% or more of consolidated operating revenue. 

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

Duke Energy Indiana has one reportable operating segment, Franchised Electric, which generates, transmits, distributes and sells electricity 

and conducts operations through Duke Energy Indiana, which consists of the regulated electric utility business in north central, central and 

southern Indiana. 

The remainder of Duke Energy Indiana's operations Is presented as Other. While it Is not considered an operating segment. Other primarily 

includes certain allocated governance costs (see Note 13). 

Business Segment Data 

(in millions) 

Segment EBIT/ 
Consolidated Depreciation 

Unaffiliated Income before and 
Revenues*' Income Taxes Amortization 

Capital Segment 
Expenditures Assets 

Year Ended December 31, 2010 
Franchised Electrid '̂ $2,520 $650 $375 $1,255 $9,631 

Total reportable segment 
Other 
Interest expense 
Interest Income and other 

Total reportable segment 
Other 
Interest expense 
Interest Income and other 

Total reportable segment 
Other 
Interest expense 
Interest income and other 

2,520 650 
(87) 
(135) 
13 

375 

2,353 494 
(46) 
(144) 
13 

403 

2,483 558 
(49) 
(123) 
22 

353 

1,255 9,631 

Total consolidated 

Year Ended December 3 1 , 2009 
Franchised Electric 

$2,520 

$2,353 

$441 

$494 

$375 

$403 

$1,255 

$1,029 

$9,631 

$8,410 

1,029 

774 

8,410 

Total consolidated 

Year Ended December 3 1 , 2008 
Franchised Electric 

$2,353 

$2,483 

$317 

$ 558 

$403 

$353 

$1,029 

$ 774 

$8,410 

$7,818 

7,818 

Total consolidated $2,483 $408 $353 $ 774 $7,818 

(a) As discussed in Note 4, during the year ended December 3 1 , 2010, 
construction 

(b) There were no intersegment revenues for the years ended December 

Duke Energy Indiana recorded a $44 million charge related to the Edwardsport IGCC plant that is currently under 

31,2010, 2009 and 2008. 

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

3 . ACQUISITIONS AND DISPOSITIONS OF 

BUSINESSES AND SALES OF OTHER ASSETS 

Acquisitions. 

The Duke Energy Registrants consolidate assets and liabilities 

from acquisitions as ofthe purchase date, and include earnings from 

acquisitions in consolidated earnings after the purchase date. 

Dulce E n e i ^ 

On January 8, 2011, Duke Energy entered into an Agreement 

and Plan of Merger (Merger Agreement) by and among Diamond 

Acquisition Corporation, a North Carolina corporation and Duke 

Energy's wholly-owned subsidiary (IVIerger Sub) and Progress Energy, 

Inc. (Progress Energy), a North Carolina corporation. Upon the terms 

and subject to the conditions set forth in the IVIerger Agreement, 

IVIerger Sub will merge with and into Progress Energy with Progress 

Energy continuing as the surviving corporation and a wholly-owned 

subsidiary of Duke Energy. 

Pursuant to the Merger Agreement, upon the closing of the 

merger, each issued and outstanding share of Progress Energy 

common stock will automatically be cancelled 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 
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Energy common stock as contemplated in the Merger Agreement and 

except that any shares of Progress Energy common stock that are 

owned by Progress Energy or Duke Energy, other than in a fiduciary 

capacity, will be cancelled without any consideration 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 December 31 , 2010, Duke 

Energy would issue 765 million shares of common stock to convert 

the Progress Energy common shares in the merger. The merger will 

be accounted for under the purchase method of accounting with 

Duke Energy treated as the acquirer, for accounting purposes. Based 

on the market price of Duke Energy common stock on the date Duke 

Energy and Progress Energy announced the execution of the Merger 

Agreement, the transaction would be valued at $14 billion and would 

result in incremental recorded grxxiwill to Duke Energy in the range of 

$7 to $8 billion, based on initial estimates. Duke Energy would also 

assume $12 billion of Progress Energy debt (based on Progress 

Energy's outstanding indebtedness on that date). The Merger 

Agreement has been unanimously 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 to the 

extent required by the FERC, the Federal Communications 

Commission (FCC), the NCUC, the PSCSC, the Florida Public Service 

Commission (FPSC), the IURC, the KPSC, the PUCO, and the NRC. 

Duke Energy is targeting completion of the merger by the end of 

2011, however no assurances can be given as to the timing of the 

satisfaction of all closing conditions or that all required approvals will 

be received. 

The Merger Agreement contains certain termination rights for 

both Duke Energy and Progress Energy, and further provides for the 

payment of a termination fee of $400 million by Progress Energy 

under specified circumstances and a termination fee of $675 million 

by Duke Energy under specific circumstances. 

In June 2009, Duke Energy completed the purchase ofthe 

remaining approximate 24% noncontrolling interest in the Aguaytia 

Integrated Energy Project (Aguaytia), located in Peru, for $28 million. 

Subsequent to this transaction, Duke Energy owns 100% of Aguaytia. 

As the carrying value of the noncontrolling interest was $42 million at 

the date of acquisition, Duke Energy's consolidated equity increased 

$14 million as a result of this transaction. Cash paid for acquiring this 

additional ownership interest is included in Distributions to 

noncontrolling Interests within Net cash provided by (used in) 

financing activities on the Consolidated Statements of Cash Flows. 

In June 2009, Duke Energy acquired North Allegheny V\/ind, 

LLC (North Allegheny) in Western Pennsylvania for $124 million. 

The fair value of the net assets acquired were determined primarily 

using a discounted cash flow model as the output of North Allegheny 

is contracted for 23 V2 years under a fixed price purchased power 

agreement. Substantially all of the fair value of the acquired net assets 

has been attributed to property, plant and equipment. There was no 

goodwill associated with this transaction. North Allegheny owns 70 

MW of power generating assets that began commercially generating 

electricity in the third quarter of 2009. 

In September 2008, Duke Energy acquired Catamount Energy 

Corporation (Catamount), a leading wind power company located In 

Rutland, Vermont. This acquisition included over 300 MW of power 

generating assets, including 283 net MW in the Sweetwater wind 

power facility in West Texas, and 20 net MW of biomass-fueled 

cogeneration in New England and also included 1,750 MW of wind 

assets with the potential for development in the U.S. and United 

Kingdom. This transaction resulted in a purchase price of $245 

million plus the assumption of $80 million of debt. The purchase 

accounting entries consisted of $190 million of equity method 

investments, $117 million of intangible assets related to wind 

development rights, $69 million of goodwill, none of which is. 

deductible for tax purposes, and $80 million of debt. See 

"dispositions" below for a discussion of the subsequent sale of two 

projects acquired as part of the Catamount transaction. 

Dul<e Energy (^rolinas 

On September 30, 2008, Duke Energy Carolinas completed the 

purchase of a portion of Saluda River Electric Cooperative, Inc.'s 

(Saluda) ownership interest in the Catawba Nuclear Station. Under 

the terms ofthe agreement, Duke Energy Carolinas paid $150 

million for the additional ownership interest in the Catawba Nuclear 

Station. Following the closing of the transaction, Duke Energy 

Carolinas owns 19.25% ofthe Catawba Nuclear Station. No goodwill 

was recorded as a result of this transaction. See Note 4 for discussion 

of the NCUC and PSCSC approval of Duke Energy Carolinas' petition 

requesting an accounting order to defer incremental costs incurred 

from the purchase of this additional ownership interest. 

The pro forma results of operations for Duke Energy and Duke 

Energy Carolinas as if those acquisitions discussed above which 

closed prior to December 3 1 , 2010 occurred as of the beginning of 

the periods presented do not materially differ from reported results. 

Dispositions. 

In December 2010, Duke Energy completed the previously 

announced agreement with investment funds managed by Alinda to 

sell a 50% ownership interest in DukeNet. As a result ofthe 

disposition transaction, DukeNet and Alinda became equal 50% 

owners In the new joint venture. Duke Energy received $137 million 

in cash. The DukeNet disposition transaction resulted in a pre-tax 

gain of $139 million, which was recorded in Gains on Sales of Othr'r 

Assets and Other, net in the Consolidated Statements of Operations. 
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The pre-tax gain reflects the gain on the disposition of Duke Energy's 

50% interest in DukeNet, as well as the gain resulting from the 

re-measurement to fair value of Duke Energy's retained 

non-controlling interest. Effective with the closing of the DukeNet 

disposition transaction, on December 20, 2010, DukeNet is no 

longer consolidated into Duke Energy's consolidated financial 

statements and is now accounted for by Duke Energy as an equity 

method investment. 

In the first quarter of 2009, Duke Energy completed the sale of 

two United Kingdom wind projects acquired in the Catamount 

acquisition. No gain or loss was recognized on these transactions. 

Sales of Otiier Assets. 

For the year ended December 3 1 , 2010, the sale of other assets 

at Duke Energy resulted in $160 million in proceeds and net pre-tax 

gains of $153 million, which are recorded In Gains on Sales of Other 

Assets and Other, net. In the Consolidated Statements of Operations. 

These gains primarily relate to the DukeNet gain as discussed above 

and sales of emission allovvances by USFE&G and Commercial 

Power. 

For the years ended December 3 1 , 2009 and 2008, the sale of 

other assets at Duke Energy resulted in $63 million and $87 million. 

respectively in proceeds and net pre-tax gains of $36 million and 

$69 million, respectively, which are recorded in Gains on Sales of 

Other Assets and Other, net, in the Consolidated Statements of 

Operations. These gains primarily relate to sales of emission 

allowances by USFE&G and Commercial Power. 

The sale of emission allowances and other assets at Duke 

Energy Carolinas resulted In proceeds of $8 million, $24 million and 

$3 million, for the years ended December 3 1 , 2010, 2009 and 

2008, respectively. Net pre-tax gains of $7 million, $24 million and 

$3 million were recorded for the years ended December 3 1 , 2010, 

2009 and 2008, respectively. These amounts are recorded In Gains 

on Sales of Other Assets and Other, net In the Consolidated 

Statements of Operations. 

The sale of other assets at Duke Energy Ohio resulted in $13 

million, $37 million and $77 million in proceeds forthe years ended 

December 3 1 , 2010, 2009 and 2008, respectively. Net pre-tax 

gains of $3 million, $12 million and $59 million were recorded for 

the years ended December 31 , 2010, 2009 and 2008, respectively. 

These amounts are recorded in Gains on Sales of Other Assets and 

Other, net In the Consolidated Statements of Operations. Pre-tax 

gains relate to Commercial Power's sales of emission allowances. 
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4. REGULATORY MATTERS 

Regulatory Assets and Liabilities. 

The substantial majority of USFE&G's operations and certain portions of Commercial Power's operations apply regulatory accounting 

treatment, Accordingly, these businesses record assets and liabilities that result from the regulated ratemaking process that would not be 

recorded under GAAP for non-regulated entities. See Note 1 for further information. 

Duke Energy Registrants' Regulatory Assets and Liabilities: 

(in millions) 

Regulatory Assets '̂ 
Net regulatoiy asset related to income taxesfc' 
Accrued pension and post retiremenf* 
ARO costs and NDTF assets<« 
Regulatory transition charges (RTC)'"' 
Gasification services agreement buyout costs'* 
Deferred debt expense*' 
Vacation accrual'̂ ' 
Post-in-seivlce carrying costs and deferred operating expensefcx* 
Under-recovery of fuel costs'f's) 
Hedge costs and other deferrals'™'' 
Storm cost deferrals''*' 
Allen Steam Station/Saluda River deferrals'W'n) 
Over-distribution of Bulk Power Marketing sharing^ 
Manufactured gas plant environmental resen/e'* 
Smart Grid'* 
0ther<'" 

Total Regulatory Assets 

Regulatory Liabilities'* 
Removal costs":"" 
Nuclear property and liability reserves"" 
Demand-side management costsd''̂  
Accrued pension and other post-retirement benefits''' 
Gas purchase costs'" 
Over-recovery of fuel costs''""!' 
Commodity contract termination settlemenf'' 
Injuries and damages resen/e*̂ '*' 
Hedge costs and other deferrals"̂ "'' 
Other'i' 

Total Regulatory Uabilities 

Duke 
Energy 

$ 780 
1,615 

133 
3 

129 
138 
146 
92 
52 

6 
33 
39 
35 
60 
28 

100 

$3,390 

$2,465 
141 
95 
88 
25 

155 
28 
38 
75 
45 

$3,155 

Duke Energy 
Carolinas 

$ 601 
680 
133 

— 
— 

108 
67 
— 
20 
— 
— 
39 
35 
— 
— 
29 

$1,712 

$1,684 
141 
90 
_ . 
— 

152 
— 
38 
60 
22 

$2,187 

As of December 31, 2010 

Duke Energy 
Ohio 

$ 78 
211 

— 
3 

— 
9 
8 

11 
13 
6 

21 
— 
— 
60 
28 
12 

$460 

$220 
— 
5 

20 
25 

3 
— 
— 
1 

21 

$295 

Duke Energy 
Indiana 

$101 
316 

— 
— 

129 
21 
13 
81 
19 
— 
12 
— 
— 
— 
— 
59 

$751 

$565 
— 
— 
58 
— 
— 
28 
— 
— 
2 

$653 

Recovery/Refund 
Period Ends'̂ ' 

(0) 

(b) 

2043 
2011 
2018 
2040 
2011 

to) 

2011 
(W 

(» 
2015 
2011 

(b) 

(b) 

(b) 

(q) 

2043 
(p) 

(b) 

2011 
2011 
2014 

(W 

2042 
(b) 
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(in millions) 
Duke 

Energy 

As of December 3 1 , 2009 

Duke Energy 

Carolinas 

Duke Energy 

Ohio 

Duke Energy 

Indiana 

Recovery/Refund 

Period Ends's' 

Regulatory Assets'^' 

Net regulatory asset related to income taxes'̂ :' $ 557 $ 47;^ $ 3 3 

Accrued pension and post retirement** 1,295 — 218 

ARO costs and NDTF assets'* 901 901 — 

Regulatory transition charges'^" 73 — 73 

Gasification sen/Ices agreement buyout costs'* 145 — — 

Deferred debt expense'':' 151 118 9 

Vacation accrual'^' 142 69 8 

Post-in-service carrying costs and deferred operating expense'^'* 95 — 9 

Under-recovery of fuel costs'f's' 182 93 89 

Hedge costs and other deferrals'""'' 81 — 81 

Storm cost deferrals'* 38 — 38 

Allen Steam Station/Saluda River deferrals'"""' 63 63 — 

Over-distribution of Bulk Power Marketing sharing'*' 30 30 — 

Manufactured gas plant environmental resen/e<* 21 — 21 

SmartGrid'* g _ 8 

Other*"' 104 26 16 

Total Regulatory Assets 

Regulatory Liabilities'* 

Removal costs'":"" 

Nuclear property and liability reserves'" 

Demand-side management costs'!"" 

Accrued pension and other post-retirement benefits'" 

Gas purchase costs'" 

Over-recovery of fuel costs''""!' 

Commodity contract termination settlemenf" 

Injuries and damages reserve'":"" 

Hedge costs and other deferrals":"" 

Other*!' 

$3,886 $1,771 

$2,277 
• 188 
156 
91 
29 

218 
30 
49 
17 
53 

$1,552 
188 
140 

173 

49 

31 

Total Regulatory Liabilities $3,108 $2,133 

$653 

$200 

27 
29 
7 

16 

$287 

5 4 
332 

145 
24 
13 
86 

62 

$666 

$530 

64 

38 
30 

14 

(0; 

(b; 

2043 
2011 
2018 
2040 
2011 

(0) 

2011 

(b) 

(b) 

2015 
2011 

(b) 

(b) 

(b) 

(q) 

2043 
(p) 

(b) 

2011 
2011 
2014 

(b) 

2042 
(b) 

$676 

(a) All regulatory assets and liabilities are excluded from rate base unless otherwise noted. 
(b) Recovery/Refund period varies for these items with some currentiy unl<nown. 
(c) included In rate base. 
(d) Included in Other within Regulatoiy Assets and Deferred Debits on the Consolidated Balance Sheets. 
(e) Included in Other within Current Assets on the Consolidated Balance Sheets. 
(f) included in Receivables and Other within investments and Other Assets on the Consolidated Balance Sheets. 
(g) Approximately $13 million and $88 million at December 3 1 , 2010 and 2009, respectively, relates to under collections of Commercial Power's ESP load fuel costs, 
(h) Included In Other within Current Assets and Other within Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets. 
(1) Included in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
(j) Duke Energy is required to pay interest on the outstanding balance. 
(k) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
(I) Included in Accounts Payable on the Consolidated Balance Sheets. 
(m) Included in Accounts Payable and Other within Defen-ed Credits and Other Uabilities on the Consolidated Balance Sheets. 
(n) North Carolina has approved earning a return on the outstanding balance. South Carolina will not earn a return during the refund period. 
(0) Recovery is over the life of the associated asset. 
(p) incurred costs were deferred and are being recovered In rates. Ouke Energy Carolinas is currently over-recovered for these costs in the South Carolina jurisdiction. Expected refund period 

is three years but is dependent on volume of sales, 
(q) Liability is extinguished over the lives of the associated assets, 
(r) Approximately zero and $75 million ofthe balance at December 3 1 , 2010 and 2009, respectively, relates to mark-to-market deferrals associated with open ESP load hedge positions at 

Commercial Power, 
(s) Represents the latest recovery period across all jurisdictions in which the Duke Energy Registrants operate. Regulatory asset and liability balances may be collected or refunded sooner 

than the indicated date In certain jurisdictions. 
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Restrictions on tiie Ability of Certain Subsidiaries to IVIake 

Dividends, Advances and Loans to Duke Enei^. 

As a condition to the Duke Energy and Cinergy merger approval, 

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

conditions (the Merger Conditions) on the ability of Duke Energy 

Carolinas, Duke Energy Ohio, Duke Energy Kentucky and Duke 

Energy Indiana to transfer funds to Duke Energy through loans or 

advances, as well as restricted amounts available to pay dividends to 

Duke Energy. Duke Energy's public utility subsidiaries may not 

transfer funds to the parent through intercompany loans or advances,-

however, certain subsidiaries may transfer funds to the parent by 

obtaining approval ofthe respective state regulatory commissions. 

Additionally, the Merger Conditions imposed the following restrictions 

on the ability of the public utility subsidiaries to pay cash dividends; 

Duke Energy Carolinas. Under the Merger Conditions, Duke 

Energy Carolinas must limit cumulative distributions to Duke Energy 

subsequent to the merger to (1) the amount of retained earnings on 

the day prior to the closing of the merger, plus (11) any future earnings 

recorded by Duke Energy Carolinas subsequent to the merger. At 

December 31 , 2010, Duke Energy Carolinas had restricted net 

assets of approximately $3.6 billion that cannot be transferred to 

Duke Energy via dividend or loan based on the aforementioned 

merger conditions. 

Duke Energy Ohio. Under the Merger Conditions, Duke Energy 

Ohio will not declare and pay dividends out of capital or unearned 

surplus without the prior authorization of the PUCO. In September 

2009, the PUCO approved Duke Energy Ohio's request to pay 

dividends out of paid-in capital up to the amount of the pre-merger 

retained earnings and to maintain a minimum of 30% equity in its 

capital structure. Underthe Merger Conditions, Duke Energy 

Kentucky is required to pay dividends solely out of retained earnings 

and to maintain a minimum of 35% equity in its capital stmcture. At 

December 31 , 2010, Duke Energy Ohio had restricted net assets of 

approximately $4.8 billion that may not be transferred to Duke 

Energy without appropriate approval based on the aforementioned 

Merger Conditions. 

Duke Energy Indiana. Under the Merger Conditions, Duke 

Energy Indiana shall limit cumulative distributions paid subsequent to 

the Duke Energy-Cinergy merger to (i) the amount of retained 

earnings on the day prior to the closing of the merger plus (ii) any 

future earnings recorded by Duke Energy Indiana subsequent to the 

merger. In addition, Duke Energy Indiana will not declare and pay 

dividends out of capital or unearned surplus without prior 

authorization ofthe IURC. At December 3 1 , 2010, Duke Energy 

Indiana had restricted net assets of approximately $1.3 billion that 

may not be transferred to Duke Energy without appropriate approval 

based on the aforementioned Merger Conditions. 

Additionally, certain other subsidiaries of Duke Energy have 

restrictions on their ability to dividend, loan or advance funds to Duke 

Energy due to specific legal or regulatory restrictions, including, but 

not limited to, minimum working capital and tangible net worth 

requirements. 

At December 3 1 , 2010, Duke Energy's consolidated 

subsidiaries had restricted net assets of approximately $9.8 billion 

that may not be transferred to Duke Energy without appropriate 

approval based on the aforementioned merger conditions. 

Rate Related Information. 

The NCUC, PSCSC, IURC and KPSC approve rates for retail 

electric and gas seri/ices within their states. The PUCO approves rates 

for retail gas and electric service within Ohio, except that 

non-regulated sellers of gas and electric generation also are allowed to 

operate in Ohio. The FERC approves rates for electric sales to 

wholesale customers served under cost-based rates, as well as sales 

of transmission seivice. 

Duke Ene i ^ Carolinas 2009 North Carolina Rate Case. 

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

for Adjustment of Rates and Charges Applicable to Electric Service in 

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

upon a historical test year consisting of the 12 months ended 

December 31 , 2008. On October 20, 2009, Duke Energy Carolinas 

entered into a settlement agreement with the North Carolina Public 

Staff. Two organizations representing industrial customers joined the 

settlement on October 22, 2009. The terms ofthe agreement include 

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

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

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

agreement provides for (i) a one-year delay in the collection of 

financing costs related to the Cliffside modernization project until 

January 1, 2011; and (ii) the accelerated return of certain regulatory 

liabilities to customers which lower the total impact to customer bills 

to an increase of approximately 7% in the near-term. The proposed 

settlement included a 10.7% return on equity and a capital structure 

of 52.5% equity and 47.5% long-term debt. Additionally, Duke 

Energy Carolinas agreed not to file another rate case before 2011 

with any changes to rates taking effect no sooner than 2012. The 

NCUC approved the settlement agreement in full by order dated 

December 7, 2009. The new rates were effective on January 1, 

2010. 

Duke Energy Carolinas 2009 South Carolina Rate Case. 

On July 27, 2009, Duke Energy Carolinas filed its Application 

for Authority to Increase and Adjust Rates and Charges for an 

increase in rates and charges in South Carolina including approval of 

a charge to customer bills to pay for Duke Energy Carolinas' new 

energy efficiency efforts. Parties to the proceeding include the South 

Carolina Office of Regulatory Staff (ORS), the South Carolina Energy 

Users Committee (SCEUC), and the South Carolina Green Party. 
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Duke Energy Carolinas, ORS, and SCEUC filed a settlement 

agreement on November 24, 2009, recommending, (i) a $74 

million increase in base rates, (ii) an allowed return on equity of 11% 

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

53% equity, and (iii) various riders, including one that provides for 

the return of Demand Side Management charges previously collected 

from customers over three years, and another that provides for a 

storm reserve provision allowing Duke Energy Carolinas to collect $5 

million annually (up to a maximum funding level of $50 million 

accumulating in resen/es) to be used against large storm costs in any 

particular period. On January 20, 2010, the PSCSC approved the 

settlement agreement in full, including the cost recovery mechanism 

for the energy efficiency effort. The new rates were effective 

February 1, 2010. 

Duke Energy Ohio Electric Rate Filings. 

Ohio legislation (SB 221) codifies the PUCO's authority to 

approve an electric utility's generation Standard Seivice Offer (SSO). A 

SSO may include an ESP, which would allow for pricing structures 

similar to those under the historic RSP, or a MRO, in which pricing is 

determined through a competitive bidding process. SB 221 provides 

forthe PUCO to approve non-bypassable charges for new generation, 

including construction work-in-process from the outset of 

construction, as part of an ESP. The new law grants the PUCO 

discretion to approve single issue rate adjustments to distribution and 

transmission rates and establishes new alternative energy resources 

(including renewable energy) portfolio standards, such that a utility's 

portfolio must consist of at least 25% of these resources by 2025. SB 

221 also provides a separate requirement for energy efficiency, which 

must reduce a utility's load by 22% before 2025. A utility's earnings 

under the ESP are subject to an annual earnings test and the PUCO 

must order a refund if it finds that the utility's earnings significantly 

exceed the earnings of benchmark companies with similar business 

and financial risks. The earnings test acts as a cap to the ESP price. 

SB 221 also limits the ability of a utility to transfer its designated 

generating assets to an exempt wholesale generator (EWG) absent 

PUCO approval. On July 31 , 2008, Duke Energy Ohio filed an ESP 

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

issued its finding and order adopting a modified Stipulation with 

respect to Duke Energy Ohio's ESP filing. The PUCO agreed to Duke 

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

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

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

the termination of the residential and non-residential RTC, the 

recovery of expenditures incurred to deploy the SmartGrid 

infrastructure and the implementation of save-a-watt. The Stipulation 

also allowed Duke Energy Ohio to defer up to $50 million of certain 

operation and maintenance costs incurred at the W.C. Beckjord 

generating station for its continued operation and to amortize those 

costs over the three-year ESP period. The PUCO modified the 

Stipulation to permit certain non-residential customers to opt out of 

utility-sponsored energy efficiency initiatives and to allow residential 

governmental aggregation customers who leave Duke Energy Ohio's 

system to avoid some charges. 

As discussed further below and in Note 1, as a result ofthe 

approval ofthe ESP, effective December 17, 2008, Commercial 

Power reapplied regulatory accounting to certain portions of its 

operations. 

Duke Energy Ohio Standard Service Offer (SSO). 

On November 15, 2010, Duke Energy Ohio filed for approval of 

its next SSO to replace the existing ESP that expires on December 31 , 

2011. The filing seeks approval of a MRO through which generation 

supply will ultimately be procured through a competitive solicitation 

format. A technical conference was held November 22, 2010, and 

the hearing commenced on January 11, 2011. On February 23, 

2011, the PUCO stated that Duke Energy Ohio did not file an 

application for a five-year MRO as required under Ohio statute. As a 

result, the PUCO ordered that the case cannot proceed as filed. Duke 

Energy Ohio is evaluating its options and plans to file a revised SSO 

in early second quarter of 2011. 

Duke Energy Indiana Energy Efficiency. 

On June 17, 2010, Duke Energy Indiana withdrew its request 

to implement the save-a-watt energy efficiency model approved by 

the IURC on February 10, 2010. On September 28, 2010, Duke 

Energy Indiana filed a petition for new energy efficiency programs to 

enable meeting the lURC's energy efficiency mandates. Testimony in 

support of the petition was filed in early Novemter 2010, and an 

evidentiary hearing is scheduled to begin March 9 ,2011. 

Duke Energy Indiana Storm Cost Deferrals. 

On July 22, 2009, Duke Energy Indiana filed a request with the 

IURC to defer storm costs associated with a January 27, 2009 ice 

storm, which caused $14 million of damage primarily to its 

distribution system. Duke Energy' Indiana has requested to defer the 

retail jurisdictional portion of the incremental storm costs, which 

would otherwise be charged as operating expense, until Duke Energy 

Indiana's next general rate proceeding. The costs at issue were 

charged to operating expense pending an IURC order in this 

proceeding. Duke Energy Indiana filed its case-in-chief testimony on 

August 27, 2009, and an evidentiary hearing was held on 

November 12, 2009. On July 14, 2010, the IURC approved the 

request to defer $12 million of retail jurisdictional storm expense until 

the next retail rate proceeding. On August 12, 2010, the Indiana 

Office of Utility Consumer Counselor (OUCC) filed a notice of appeal 

with the IURC. The costs were deferred and operating expenses 

reduced in the third quarter of 2010. On December 7, 2010, the 

IURC issued an order reopening this proceeding for review in 

consideration of the evidence presented as a result of an internal 

audit performed as part of an IURC investigation discussed further 
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below. The IURC noted that this was the only proceeding during 

2010 in which an appeal to the Court of Appeals was pursued. The 

audit did not find that the order conflicted with the staff report; 

however, it did note that the staff report offered no specific 

recommendation to either approve or deny the requested relief, and 

that the original order was appealed. 

Duke Energy Ohio Storm Cost Recovery. 

On December 11, 2009, Duke Energy Ohio filed an application 

with the PUCO to recover Hurricane Ike storm restoration costs of 

$31 million through a discrete rider. The PUCO granted the request 

to defer the costs associated with the storm recovery; however, they 

further ordered Duke Energy Ohio to file a separate action pursuant to 

which the actual amount of recovery would be determined. A hearing 

was held in May 2010, and on January 11, 2011, the PUCO 

approved recovery of $14 million plus carrying costs which will be 

spread over a three-year period. In December 2010, Duke Energy 

Ohio recorded a $17 million disallowance of costs previously 

deferred. This charge is recorded in Operations, maintenance and 

other on Duke Energy Ohio's and Duke Energy's Consolidated 

Statements of Operations. Duke Energy Ohio filed an application for 

rehearing on February 10, 2011, as did the consumer advocate, the 

office of the Ohio Consumer's Council. An order on the applications 

for rehearing is expected by March 12, 2011. 

Duke Energy Carolinas Broad River Energy Center. 

On August 25, 2007, Duke Energy Carolinas experienced a 

disturbance on its bulk electric system which initiated at the Broad 

River Energy Center, a generating station owned and operated by a 

third party. The disturbance resulted in the tripping of six Duke 

Energy Carolinas generating units and the temporary opening of five 

230 kilovolt (kV) transmission lines. The event resulted in no loss of 

load. In September 2008 the FERC initiated a preliminary, 

non-public investigation to determine if there were any potential 

violations by Duke Energy Carolinas of the North American Electric 

Reliability Council Reliability Standards. This investigation was 

coordinated with an ongoing Compliance Violation Investigation 

conducted by SERC Reliability Corporation. On March 5, 2009, 

FERC presented its preliminary findings about the event to Duke 

Energy Carolinas and solicited Duke Energy Carolinas' responsive 

views about the event and the findings. On March 27, 2009, Duke 

Energy Carolinas conveyed its responsive views to FERC Staff. This 

investigation could result in penalties being assessed. 

Capital Expansion Projects. 

Overview. 

U.S. Franchised Electric and Gas is engaged in planning efforts 

to meet projected load growth in its sen/ice territories. Capacity 

additions may include new nuclear, IGCC, coal facilities or gas-fired 

generation units. Because of the long lead times required to develop 

such assets, U.S. Franchised Electric and Gas is taking steps now to 

ensure those options are available. 

Duke Energy Carolinas William States Lee III Nuclear Station. 

In December 2007, Duke Energy Carolinas filed an application 

with the NRC, which has been docketed for review, for a combined . 

Construction and Operating License (COL) for two Westinghouse 

APIOOO (advanced passive) reactors for the proposed William States 

Lee 111 Nuclear Station at a site in Cherokee County, South Carolina. 

Each reactor is capable of producing 1,117 MW. Submitting the COL 

application does not commit Duke Energy Carolinas to build nuclear 

units. Duke Energy Carolinas had previously received approval to 

incur project development costs associated with William States Lee 111 

Nuclear Station from both the NCUC and the PSCSC. Through 

several separate orders, the NCUC and PSCSC have deemed Duke 

Energy's decision to incur project development and pre-construction 

costs for the project as reasonable and prudent through 

December 3 1 , 2009 and up to an aggregate maximum amount of 

$230 million. On November 15, 2010 and January 7, 2011, Duke 

Energy Carolinas filed amended project development applications 

with the NCUC and PSCSC, respectively. These applications request 

approval of Duke Energy Carolinas' decision to continue to incur 

project development and pre-construction costs for the project 

through DecemberSl, 2013 and up to $459 million. 

The NRC review ofthe COL application continues and the 

estimated receipt of the COL is in mid 2013. Duke Energy Carolinas 

filed with the DOE for a federal loan guarantee, which has the 

potential to significantly lower financing costs associated with the 

proposed William States Lee HI 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 programi funding is expanded or 

if any of the current finalists drop out of the program. 

Duke Energy Carolinas is seeking partners for the William States 

Lee HI Nuclear Station by issuing options to purchase an ownership 

interest in the plant. 

Duke Energy Carolinas Cliffside Unit 6. 

On June 2, 2006, Duke Energy Carolinas filed an application ^ 

with the NCUC for a Certificate of Public Convenience and Necessity 

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

units at its existing Cliffside Steam Station in North Carolina. On 

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

Carolinas to build one 800 MW unit. Following final equipment 

selection and the completion of detailed engineering, Cliffside Unit 6 

is expected to have a net output of 825 MW. On February 27, 2009, 

Duke Energy Carolinas filed an updated cost estimate of $1.8 billion 

(excluding up to $0.6 billion of AFUDC) for the approved new 

Cliffside Unit 6. In March 2010, Duke Energy Carolinas filed an 

updated cost estimate with the NCUC where it reduced the estimated 
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AFUDC financing costs from $600 million 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 believes that the overall cost of 

Cliffside Unit 6 will be reduced by $125 million in federal advanced 

clean coal tax credits, as discussed further below. 

On Januaiy 29, 2008, the North Carolina Department of 

Environment and Natural Resources (DENR) issued a final air permit 

for the new Cliffside Unit 6. In March 2008, four contested case 

petitions, which have since been consolidated, were filed appealing 

the final air permit. On May 12, 2009, the Administrative Law Judge 

issued rulings favorable to DENR and Duke Energy, dismissing 

several of petitioners' claims and granting summary judgment against 

petitioners on other claims, resulting in the dismissal of two petitions 

and leaving two for hearing. See Note 5 for a discussion of a lawsuit 

filed by the Southern Alliance for Clean Energy, Environmental 

Defense Fund, National Parks Conservation Association, Natural 

Resources Defenses Council, and Sierra Club (collectively referred to 

as Citizen Groups) related to the construction of Cliffside Unit 6. 

On October 14, 2008, Duke Energy Carolinas submitted revised 

hazardous air pollutant (HAPs) emissions determination 

documentation including revised emission source information to the 

Division of Air Quality (DAQ) indicating that no maximum achievable 

control technology (MACT) or MACT-like requirements apply since 

Cliffside Unit 6 has been demonstrated to be a minor source of 

HAPs. After issuing a draft permit and holding public hearings on that 

draft permit in January 2009, the DAQ issued the revised permit on 

March 13, 2009, finding that Cliffside Unit 6 is a minor source of 

HAPs and imposing operating conditions to assure that emissions 

stay below the major source threshold. In May 2009, four contested 

case petitions were filed appealing the March 13, 2009 final air 

permit. These four cases have been consolidated with each other and 

with the four consolidated cases filed in 2008, resulting in the 

dismissal of two of the four cases. The administrative law judge heard 

oral arguments on motions for summary judgment in July 2010. The 

administrative law judge issued a ruling for summary judgment on 

December 8, 2010. The ruling reduced the number of issues 

remaining for hearing. A hearing date has not yet been scheduled but 

is expected to occur by the third quarter of 2011. Construction of 

Cliffside Unit 6 is ongoing and is currently anticipated to be 

completed and in-service in 2012. 

Duke Ene i ^ Carolinas Dan River and Buck Combined Cycle 

Facilities. 

In June 2008, the NCUC issued its order approving the CPCN 

applications to construct a 620 MW combined cycle natural gas fired 

generating facilily at each of Duke Energy Carolinas' existing Dan 

River Steam Station and Buck Steam Station. The DAQ issued a final 

air permit authorizing construction ofthe Buck and Dan River 

combined cycle natural gas-fired generating units in October 2008 

and August 2009, respectively. 

On November 5, 2008, Duke Energy Carolinas notified the 

NCUC that since the issuance of the CPCN order, recent economic 

factors have caused increased uncertainty with regard to forecasted 

load and near-term capital expenditures, resulting in a modification of 

the construction schedule. On September 1, 2009, Duke Energy 

Carolinas filed with the NCUC further information clarilying the 

construction schedule for the two projects. Under the revised 

schedule, the Buck project is expected to begin operation in 

combined cycle mode by the end of 2011, but without a phased-in 

simple cycle commercial operation. The Dan River project is expected 

to begin operation in combined cycle mode by the end of 2012, also 

without a phased-in simple cycle commercial operation. On 

December 21 , 2009, Duke Energy Carolinas entered into a First 

Amended and Restated engineering, construction and commissioning 

seivices agreement with Shaw North Carolina, Inc. for $322 million 

for the Buck project which reflects the revised schedule. On 

December 1, 2010, Duke Energy Carolinas entered into a First 

Amended and Restated engineering, construction and commissioning 

services agreement with Shaw North Carolina, Inc. for $307 million 

for the Dan River project with reflects the revised schedule. Based on 

the most updated cost estimates, total costs (including AFUDC) for 

the Buck and Dan River projects are $700 million and $710 million, 

respectively. 

Duke Energy Indiana Edwardsport Integrated Gasification 

Combined Cycle (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 a 618 MW IGCC power plant at Duke Energy 

Indiana's Edwardsport Generating Station in Knox County, Indiana. 

The facility was initially estimated to cost $2 billion (including $120 

million of AFUDC). In 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% ofthe 

project. On November 20, 2007, the IURC issued an order granting 

Duke Energy Indiana a CPCN for the proposed IGCC project, 

approved the cost estimate of $1.985 billion and approved the timely 

recovery of costs related to the project. On January 25, 2008, Duke 

Energy Indiana received the final air permit from the Indiana 

Department of Environmental Management. The Citizens Action 

Coalition of Indiana, Inc. (CAC), Sierra Club, Inc., Save the Valley, 

Inc., and Valley Watch, Inc., all 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 issued by the IURC. 

In its filing, Duke Energy Indiana requested approval of a new cost 

estimate for the IGCC project of $2.35 billion (including $125 million 

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

required bythe lURC's CPCN order. On January 7, 2009, the IURC 

approved Duke Energy Indiana's request, including the new cost 
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estimate of $2.35 billion, and cost recovery associated with a study 

on carbon capture. Duke Energy Indiana was required to file its plans 

for studying carbon storage related to the project within 60 days of 

the order. On Novembers, 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 IURC in full. 

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

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

with the IURC. As Duke Energy Indiana experienced design 

modifications and scope grov\rth above what was anticipated from the 

preliminaiy engineering design, capital costs to 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 current $2.35 billion cost estimate 

and add $150 million, or about 6.4% to the total IGCC project cost 

estimate, excluding the impact associated with the need to add more 

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 IURC approved, a 

subdocket proceeding in which Duke Energy Indiana would present 

additional evidence regarding an updated estimated cost for the IGCC 

project and in which a more comprehensive review of the IGCC 

project 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 updated IGCC rider to recover costs incurred 

through September 30, 2009, effective immediately. The approvals 

are on an interim basis pending the outcome of the sub docket 

proceeding involving the revised cost estimate as discussed further 

below. 

Duke Energy Indiana filed a new cost estimate for the IGCC 

project reflecting an estimated cost increase of $530 million on 

April 16, 2010, with its case-in-chief testimony in the subdocket 

proceeding. Duke Energy Indiana is requesting approval ofthe new 

cost estimate of $2.88 billion, including AFUDC, and for continuation 

of the existing coSt recovery treatment. A major driver of the cost 

increase includes design changes reflected in the final engineering 

leading to increased scope and complexity. On September 17, 2010 

an agreement was reached with the OUCC, Duke Energy Indiana 

Industrial Group and Nucor Steel - Indiana to increase the authorized 

cost estimate of $2.35 billion to $2.76 billion, and to cap the 

project's costs that could be passed on to customers at $2,975 

billion. Any construction cost amounts above $2.75 billion will 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 IURC. 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 2012. Duke Energy Indiana also agreed to reduce 

depreciation rates 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 $44 million in the third quarter of 2010 to reflect the 

impact ofthe reduction in the return on equity. The charge is 

recorded in Goodwill and other impairment charges on Duke Energy's 

Consolidated Statement of Operations. This charge is recorded in 

Impairment charges on Duke Energy Indiana's Consolidated 

Statements of Operations. Due to the IURC investigation discussed 

below, the IURC convened a technical conference on November 3, 

2010 related to the continuing need for the Edwardsport IGCC 

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. The IURC granted the 

motion and scheduled a new evidentiary hearing to begin March 17, 

2011. Management determined that the $44 million charge 

discussed above was not impacted by the withdrawal of the 

settlement agreement. 

Additionally, the CAC, Sierra Club, Inc., Save the Valley, Inc., 

and Valley Watch, Inc. filed motions for two subdocket proceedings 

alleging improper circumstances, undue influence, fraud, 

concealment and gross mismanagement, and a request for field 

hearing in this proceeding. Duke Energy Indiana opposed the 

requests. The IURC has not yet ruled on the request to open 

additional subdockets. The IURC has set two field hearings for 

February 28, 2011 and March 2, 2011, which will provide an 

opportunity for the public to comment on the proceeding. The final 

cost for the project could be greater than the current estimate of 

$2.88 billion based on current run rates involving labor productivity 

at the site and higher AFUDC resulting from delays in the effective 

date of CWIP rider updates. Pending a full review of these factors and 

Duke Energy's ability to mitigate the upward cost pressures, Duke 

Energy has not revised the $2.88 billion cost estimate. Duke Energy 

is unable to predict the ultimate outcome of these proceedings. In the 

event the IURC disallows a portion of the plant costs, additional 

charges to expense could occur. 

During 2010, Duke Energy Indiana filed petitions for its fifth and 

sixth semi-annual IGCC riders. In February 2011, Duke Energy 

Indiana filed a motion with the IURC proposing an updated 

procedural schedule to address the issues described above. The 

proposed schedule would allow for evidentiary hearings to take place 

in June 2011. 

Construction of the Edwardsport IGCC plant is ongoing and is 

currently expected to be completed and placed in-service in 2012. 

Duke Energy Indiana Carbon Sequestration. 

Duke Energy Indiana filed a petition with the IURC requesting 

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

enhanced oil recovery for the carbon dioxide (COj) from the 
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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 a $121 million site assessment and 

characterization plan for CO2 sequestration options including deep 

saline sequestration, depleted oil and gas sequestration and 

enhanced oil recovery for the COj 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 inten/enor, recommended against approval of 

the carbon storage plan stating customers should not be required to 

pay for research and development 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 IURC proceedings. An evidentiary hearing was held 

on November 9, 2009, and an order is expected by the end ofthe 

second quarter of 2011. 

Duke Energy Indiana IURC Investigation. 

On October 5, 2010, the Governor of Indiana terminated the 

employment of the Chairman ofthe IURC in connection with Duke 

Energy Indiana's hiring of an attorney from the IURC staff. As 

requested by the governor, the Indiana Inspector General has initiated 

an investigation into the matter, and the IURC announced it will 

internally audit the Duke Energy Indiana cases dating from 

January 1, 2010 through September 30, 2010, on which this 

attorney worked while at the IURC, which includes the Indiana storm 

costs deferral request discussed above, as well as all Edwardsport 

IGCC cases dating back to 2006. Duke Energy Indiana has 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 October 5, 2010, Duke Energy 

Indiana placed the attorney and President of Duke Energy Indiana on 

administrative leave, they were subsequently terminated on 

November 8, 2010. On December 7, 2010, the IURC released its 

internal audit findings concluding that the previous rulings were 

supported by sound, legal reasoning consistent with the Indiana 

Rules of Evidence and historical practice and procedures ofthe IURC 

and that the previous rulings appeared to be balanced and consistent 

among the parties. The audit concluded it did not reveal any bias or a 

resultant unfair advantage obtained by Duke Energy Indiana as a 

result ofthe evidentiary rulings ofthe former IURC attorney. As noted 

above, in the storm cost deferral case, the IURC found no conflict 

between the order and the staff report; however, the audit report 

noted the staff report offered no specific recommendation to either 

approve or deny the requested relief and that this was the only order 

that was subject to an appeal. As such, the IURC reopened that 

proceeding for further review and consideration of the evidence 

presented. 

Federal Advanced Clean Coal Tax Credits. 

Duke Energy has been awarded $125 million of federal 

advanced clean coal tax credits associated with its construction of 

Cliffside Unit 6 and $134 million of federal advanced clean coal tax 

credits associated with its construction ofthe Edwardsport IGCC 

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 National Environmental Policy Act. The first 

amended complaint, filed in August 2008, added an Endangered 

Species Act claim and also sought declaratory and injunctive relief 

against the DOE and the U.S. Department ofthe 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, as moot, the motion for reconsideration. 

Plaintiffs have filed their second amended complaint. The Federal 

government has moved to dismiss the second amended complaint; 

the motion is pending. On July 26, 2010, the District Court denied 

plaintiffs' motion for preliminary injunction seeking to halt the 

issuance of the tax credits. 

other Matters. 

Pioneer Transmission LLC Joint Venture. 

In August 2008, Duke Energy announced the formation of a 

50-50 joint venture, called Pioneer Transmission, LLC (Pioneer 

Transmission), with American Electric Power Company, Inc. (AEP) to 

build and operate 240 miles of extra-high-voltage 765 kV 

transmission lines and related facilifles in Indiana. Pioneer 

Transmission will be regulated bythe FERC and the IURC. Both 

Duke Energy and AEP own an equal interest in the joint venture and 

will share equally in the project costs, which are currentiy estimated 

at $1 billion, of which $500 million is anticipated to be financed by 

Pioneer Transmission and the remaining amount split equally 

between Duke Energy and AEP. The joint venture will operate in 

Indiana as a transmission utility. In March 2009, the FERC issued an 

order granting favorable rate treatment for the project, including 

requested rate incentives. That order was affirmed by a rehearing 

order issued by the FERC in January 2010. The IURC has appealed 

that order to the United States Court of Appeals for the Seventh 

Circuit On October 28, 2010, the IURC dropped its appeal to the 

Seventh Circuit. As is customary in formula rate cases, the FERC set 

the formula rate that transmission customers would pay for hearing 

and settlement procedures to address various challenges by 
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inten/enors to the inputs and calculations underiying the formula rate. 

These rate issues wereresolved by a separate settlement among all 

parties, which was approved by the FERC on October 26, 2009. In 

December 2009, the Midwest Independent Transmission System 

Operator, Inc. (Midwest ISO)/PJM inter-Regional Planning Committee 

did not include the Pioneer Transmission project in the current 

regional transmission expansion plan. The Committee referred the 

project to the regional generation output study for possible inclusion 

in the next regional expansion plan. Duke Energy and AEP continue 

to work through the planning and regulatory processes in order to 

bring this project to commercial operation by year end 2015. 

Duke Energy Ohio and Duke Energy Kentucky Regional 

Transmission Organization. 

On May 20, 2010, Duke Energy Kentucky filed an application 

with the KPSC requesting permission to transfer control of certain of 

its transmission assets to effect a Regional Transmission Organization 

(RTO) realignment from Midwest ISO to PJM Interconnection, LLC 

(PJM). There may be signiflcant costs associated with this transition 

related to Midwest ISO transmission expansion costs and exit 

obligations. A hearing was held on November 3, 2010, and briefs 

were filed by November 19, 2010. On December 22, 2010, the 

KPSC issued an order granting approval for the transition, subject to 

several conditions. On January 25, 2011, the KPSC issued an order 

stating that the order had been satisfled and is now unconditional. 

The order further requires Duke Energy Kentucky to submit to the 

KPSC internal procedures for the receipt and tracking of notices from 

PJM regarding customer requests to participate in PJM demand-

response programs. 

On June 25, 2010, Duke Energy Ohio and Duke Energy 

Kentucky submitted an Initial Filing to the FERC requesting that it 

issue an order by November 1, 2010 determining that the RTO 

realignment meets FERC standards for withdrawal from the RTO and 

approving the participation of Duke Energy Ohio and Duke Energy 

Kentucky load and resources in certain PJM reliability pricing model 

auctions. The FERC issued an order which approved Duke Energy 

Ohio and Duke Energy Kentucky's request on October 21, 2010, and 

authorized Duke Energy Ohio and Duke Energy Kentucky to 

terminate their existing obligations to the Midwest ISO, subject to 

certain conditions. 

On December 16, 2010, FERC issued an order related to the 

Midwest ISO's cost allocation methodology surrounding Multi-Value 

Projects (MVP), a type of Midwest ISO transmission expansion cost. 

The Midwest ISO expects that MVP will fund the costs of large 

transmission projects designed to bring renewable generation from 

the upper Midwest to load centers in the eastern portion of the 

Midwest ISO footprint. The order provides for the allocation of MVP 

costs to withdrawing transmission owners for projects approved by 

the Midwest ISO up to date ofthe withdrawing transmission owners' 

exit from the Midwest ISO. The basis for allocating such MVP costs 

will be the withdrawing transmission owners' historical usage of the 

Midwest ISO system. The impact of this order could result in an 

increase in the Midwest ISO transmission expansion costs incurred 

by Duke Energy Ohio and Duke Energy Kentucky subsequent to a 

withdrawal from Midwest ISO. Duke Energy Ohio, among other 

parties, is seeking rehearing of the FERC MVP order. 

Duke Energy Ohio is currently negotiating with various 

stakeholders regarding recovery of the costs associated with the exit 

from the midwest ISO. 

5. COMMITMENTS AND CONTINGENCIES 

General Insurance 

The Duke Energy Registrants carry insurance and reinsurance 

coverage either directiy or through indemnification from Duke 

Energy's captive insurance company. Bison, and its affiliates, 

consistent with companies engaged in similar commercial operations 

with similar type properties. The Duke Energy Registrants' coverage 

includes (i) commercial general liability coverage for liabilities arising 

to third parties for bodily injury and property damage resulting from 

the Duke Energy Registrants' operations; (ii) workers' compensation 

liability coverage to statutoiy limits; (iii) automobile liability coverage 

for all owned, non-owned and hired vehicles covering liabilities to 

third parties for bodily injury and property damage; (iv) insurance 

policies in support of the indemnification provisions of the Duke 

Energy Registrants' by-laws and (v) property coverage for all real and 

personal property damage, excluding electric transmission and 

distribution lines, including damages arising from boiler and 

machinery breakdowns, earthquake, flood damage and extra 

expense. All coverage is subject to certain deductibles or retentions, 

sublimits, terms and conditions common for companies with similar 

types of operations. 

The Duke Energy Registrants also maintain excess liability 

coverage above the established primary limits for commercial general 

liability and automobile liability coverage. Limits, terms, conditions 

and deductibles are comparable to those carried by other energy 

companies of similar size. 

The cost of the Duke Energy Registrants' coverage can fiuctuate 

year to year reflecting the changing conditions of the insurance and 

reinsurance markets. 

Nuclear Insurance 

Duke Energy Carolinas owns and operates the McGuire and 

Oconee Nuclear Stations and operates and has a partial ownership 

interest in the Catawba Nuclear Station. The McGuire and Catawba 

Nuclear Stations each have two nuclear reactors and the Oconee 

Nuclear Station has three. Nuclear insurance includes: nuclear 

liability coverage; property, decontamination and premature 

decommissioning coverage; and business interruption and/or extra 
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expense coverage. The other joint owners of the Catawba Nuclear 

Station reimburse Duke Energy Carolinas for certain expenses 

associated with nuclear insurance premiums per the Catawba 

Nuclear Station joint owner agreements. The Price-Anderson Act 

requires Duke Energy to provide for public nuclear liability claims 

resulting from nuclear incidents to the maximum total flnancial 

protection liability, which currentiy is $12.6 billion. 

Primary Nuclear Uability Insurance. 

Duke Energy has purchased the maximum reasonably available 

private primary nuclear liability insurance as required by law, which 

currently is $375 million. 

Excess Nuclear Uability Program. 

This program provides $12.2 billion of coverage through the 

Price-Anderson Act's mandatoty industry-wide excess secondary 

financial protection program of risk pooling. The $12.2 billion is the 

sum of the current potential cumulative retrospective premium 

assessments of $117.5 million per licensed commercial nuclear 

reactor. This would be increased by $117.5 million for each 

additional commercial nuclear reactor licensed, or reduced by 

$117.5 million for nuclear reactors no longer operational and may be 

exempted from the risk pooling program. Under this program, , 

licensees could be assessed retrospective premiums to compensate 

for public nuclear liability damages in the event of a nuclear incident 

at any licensed facility in the U.S. If such an incident shouW occur: 

and public nuclear liabilify damages exceed primary nuclear liability 

insurance, licensees may be assessed up to $117.5 million for each 

of their licensed reactors, payable at a rate not to exceed $17.5 

million a year per licensed reactor for each incident. The assessment 

and rate are subject to indexing for inflation and may be subject to 

state premium taxes. The Price-Anderson Act provides for an inflation 

adjustment at least every five years with the last adjustment effective 

October 2008. 

Duke Energy Carolinas is a member of Nuclear Electric 

Insurance Limited (NEIL), which provides property and accidental 

outage insurance coverage for Duke Energy Carolinas' nuclear 

facilities under three policy programs-. 

Primary Property Insurance. 

This policy provides $500 million of primary property damage 

coverage, with a $2.5 million deductible peroccurrence obligation, 

for each of Duke Energy Carolinas' nuclear facilities. 

Excess Property Insurance. 

This policy provides excess property, decontamination and 

decommissioning liability insurance: $2.25 billion forthe Catawba 

Nuclear Station and $1 billion each for the Oconee and McGuire 

Nuclear Stations. The Oconee and McGuire Nuclear Stations also 

share an additional $1 billion insurance limit above their dedicated 

$1 billion underlying excess. This shared additional excess $1 billion 

limit is not subject to reinstatement in the event of a loss. 

Accidental Outage Insurance. 

This policy provides business interruption and/or extra expense 

coverage resulting from an accidental property damage outage of a 

nuclear unit. Each McGuire and Catawba unit is insured for up to 

$3.5 million per week, and the Oconee units are insured for up to 

$2.8 million per week. Coverage amounts decline if more than one 

unit is involved in an accidental outage. Initial coverage begins after a 

12-week deductible period for Catawba and a 26-week deductible 

period for McGuire and Oconee and continues at 100% for 52 

weeks and 80% for the next 110 weeks. The McGuire and Catawba 

policy limit is $490 million and the Oconee policy limit is $392 

million. 

Losses resulting from non-certified acts of terrorism are covered 

as common occurrence, such that if non-certified terrorist acts occur 

against one or more commercial nuclear power plant insured by NEIL 

with a 12 month period, they would be treated as one event and the 

owners of the plants where the act occurred would share one full 

limit of liability (currently $3.2 billion) 

In the event of large industry losses, NEIL's Board of Directors 

may assess Duke Energy Carolinas for amounts up to 10 times its 

annual premiums. The current potential maximum assessments are: 

Primary Property Insurance—$37 million. Excess Property 

Insurance—$43 million and Accidental Outage Insurance—$22 

million. 

Pursuantto regulations ofthe NRC, each company's property 

damage insurance policies provide that all proceeds from such 

insurance be applied, first, to place the plant in a safe and stable 

condition after a qualifying accident, and second, to decontaminate 

before any proceeds can be used for decommissioning, plant repair or 

restoration. 

In the event of a loss, the amount of insurance available might 

not be adequate to cover property damage and other expenses 

incurred. Uninsured losses and other expenses, to the extent not 

recovered by other sources, could have a material adverse effect on 

Duke Energy Carolinas' results of operations, cash flows or flnancial 

position. 

The maximum assessment amounts include 100% of Duke 

Energy Carolinas' potential obligation to NEIL for the Catawba 

Nuclear Station. However, the other joint owners ofthe Catawba 

Nuclear Station are obligated to assume their pro rata share of liability 

for retrospective premiums and other premium assessments resulting 

from the Price-Anderson Act's excess secondary flnancial protection 

program of risk pooling, or the NEIL policies. 

DUKE ENERGY CORPORATION / 2010 FORM lO-K 136 



PART II 

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

Combined Notes to Consolidated Financial Statements - (Continued) 

Environmental 

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

regulations regarding air and water quality, hazardous and solid 

waste disposal and other environmental matters. Duke Energy 

Carolinas, Duke Energy Ohio and Duke Energy Indiana are subjectto 

federal, state and local regulations regarding air and water quality, 

hazardous and solid waste disposal and other environmental matters. 

These regulations can be changed from time to time, imposing new 

obligations on the Duke Energy Registrants. 

The following environmental matters impact all of the Duke 

Energy Registrants. 

Remediation Activities. 

The Duke Energy Registrants are responsible for environmental 

remediation at various contaminated sites. These include some 

properties that are part of ongoing operations and sites formerly 

owned or used by Duke Energy entities, such as historic 

manufactured gas plant (MGP) sites. Most of these sites were 

decommissioned in the 1960s. While a majority of the MGP 

by-products were sold off-site during the time period when the plants 

operated, some residuals remained on-site during plant 

decommissioning. Remediation activities typically focus on the 

containment, removal and/or the management of these by-products. 

In some cases, Duke Energy no longer owns the property. Managed 

in conjunction with relevant federal, state and local agencies, 

activities vary with site conditions and locations, remedial 

requirements, complexity and sharing of responsibilily. If remediation 

activities involve statutory joint and several liability provisions, strict 

liability, or cost recovety or contribution actions, the Duke Energy 

Registrants could potentially be held responsible for contamination 

caused by other parties. In some instances, the Duke Energy 

Registrants may share liability associated with contamination with 

other potentially responsible parties, and may also benefit from 

insurance policies or contractual indemnities that cover some or all 

cleanup costs. Reserves associated with remediation activities at 

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 afliliate operations. 

As of December 31 , 2010, Duke Energy Ohio had a total 

reserve of $50 million, related to remediation work at certain MGP 

sites. Duke Energy Ohio has received an order from the PUCO to 

defer the costs incurred. 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 

currentiy be reasonably estimated. 

The Duke Energy Registrants have accrued costs associated 

with remediation activities at some of its current and former sites, as 

well as other relevant environmental contingent liabilities. 
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Management, in the normal course of business, continually assesses 

the nature and extent of known or potential environmental-related 

contingencies and records 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 recovety ofthe costs is deemed probable. 

Clean Water Act 316(b). 

The Environmental Protection Agency (EPA) flnalized its cooling 

water intake structures rule in July 2004. The rule established 

aquatic protection requirements for existing facilities that withdraw 

50 million gallons or more of water per day from rivers, streams,. 

lakes, reservoirs, estuaries, oceans, or other U.S. waters for cooling 

purposes. Fourteen of the 23 coal and nuclear-fueled generating 

facilities in which Duke Energy Registrants are either a whole or 

partial owner are affected sources under that rule. Of the fourteen, ' 

facilities, eight are owned by Duke Energy Carolinas, three are 

partially owned by Duke Energy Ohio and three are owned by Duke 

Energy Indiana. On April 1, 2009, the U.S. Supreme Court ruled that 

the EPA may consider costs when determining which technology 

option each site should implement. Depending on how the cost-

benefit analysis is incorporated into the revised EPA rule, the analysis 

could change the range of technology options required for each of the 

14 affected facilities. The EPA has indicated that it plans to issue a 

proposed rule in March 2011 and finalize the rule in July 2012. 

Because ofthe wide range of potential outcomes, the Duke Energy 

Registrants are unable to estimate its costs to comply at this time. 

Clean Air Interstate Rule (CAIR). 

The EPA finalized the CAIR in May 2005. The CAIR limits total 

annual and summertime NO^ emissions and annual SO2 emissions 

from electric generating facilities across the Eastern U.S. through a 

two-phased cap-and-trade program. Phase 1 began in 2009 for NO^ 

and in 2010 for SOj. Phase 2 begins in 2015 for both NO, and SOg. 

On March 25, 2008, the U.S. Court of Appeals for the District of 

Columbia (D.C. Circuit) heard oral argument in a case involving 

multiple challenges to the CAIR. On July 11, 2008, the D.C. Circuit 

issued its decision in North Carolina v. EPA No. 05-1244 vacating 

the CAIR. The EPA filed a petition for rehearing on September 24, 

2008 with the D.C. Circuit asking the court to reconsider various 

parts of its ruling vacating the CAIR. In December 2008, the D.C. 

Circuit issued a decision remanding the CAIR to the EPA without 

vacatur. The EPA must now conduct a new rulemaking to modify the 

CAIR in accordance with the court's July 11, 2008 opinion. This 

decision means that the CAIR as initially finalized in 2005 remains in 

effect until the new EPA rule takes effect. On August 2, 2010, the 

EPA published a proposed Transport Rule in the Federal Register that 

will replace the CAIR. The EPA proposed to establish state-level SO2 

and NO^caps that would take effect in 2012. The SO2 caps would 

be reduced in 2014 for 15 ofthe 31 affected states. The EPA 
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proposes to allow limited interstate trading and asked for comment on 

two more restrictive alternatives. Duke Energy cannot predict the 

outcome of this rulemaking. However, the potential cost of complying 

with the final regulation may be signiflcant and impairments may 

result if any Duke Energy SOg emission allowances book value 

exceeds their fair market value. The EPA has indicated that it plans 

on flnalizing the Transport Rule in June 2011. The emission controls 

the Duke Energy Registrants are Installing to comply with state 

specific clean air legislation contribute significantly to achieving 

compliance with the CAIR and future Transport Rule requirements. 

Additionally, Duke Energy expects to spend $60 million between 

2011 and 2015 ($53 million in Ohio and $7 million in Indiana) to 

comply with Phase 1 ofthe CAIR. The IURC issued an order in 2006 

granting Duke Energy Indiana rate recovery to cover its Phase 1 

compliance costs of the CAIR. 

Coal Combustion Product (CCP) Management. 

Duke Energy currently estimates that it will spend $369 million 

($131 million at Duke Energy Carolinas, $70 million at Duke Energy 

Ohio and $168 million at Duke Energy Indiana) over the period 

2011-2015 to install synthetic caps and liners at existing and new 

CCP landfills and to convert some of Its CCP handling systems from 

wet to dry systems 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 

Energy Registrants' coal-fired power plants. 

On June 21 , 2010, the EPA issued a proposal to regulate, 

under the Resource Consen/ation and Recovery Act (RCRA) 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 continue to be regulated as non-hazardous 

waste. Duke Energy cannot predict the outcome of this rulemaking, 

however, the potential cost of complying with the flnal regulation may 

be significant. The EPA could issue a final rule by the end of 2011 or 

early 2012. 

Utility Boiler Maximum Achievable Control Technology (MACT) 
Standards. 

The EPA is currentiy planning to propose a MACT rule in March 

2011 and finalize the rule in November 2011. The rule will establish 

emission limits for hazardous air pollutants that will apply to all coal-

fired electric generating units. Based on this rulemaking schedule and 

the requirements ofthe Clean Air Act (CAA), compliance with flnal 

MACT emission limits would be required in early 2015, although the 

C/\A provides for possible extensions ofthe compliance date of up to 

two years. Duke Energy cannot predict the outcome of this 

rulemaking. However, the potential cost of compliance with the final 

regulation may be signiflcant. 

Litigation 

Duke Energy Carolinas, Duke Energy Ohio and Duke Energy 

Indiana 

New Source Review (NSR). 

In 1999-2000, the U.S. Department of Justice (DOJ), acting on 

behalf of the EPA and joined by various citizen groups and, states, 

flled a number of complaints and notices of violation against multiple 

utilities across the country for alleged violations of the NSR provisions 

of the Clean Air Act (CAA). Generally, the government alleges that ; 

projects performed at various coal-fired units were major 

modiflcations, as defined in the C/\A, and that the utilities violated the 

C/\A when they undertook those projects without obtaining permits 

and installing the best available emission controls for SO2, NOx 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 Energy Registrants' plants have been subject to these 

allegations. The Duke Energy Registrants assert that there were no 

C/V\ violations because the applicable regulations do not require 

permitting in cases where the projects undertaken are "routine" or 

othenwise do not result in a net increase in emissions. 

In 2000, the government brought a lawsuit against Duke 

Energy Carolinas in the U.S. District Court in 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 bythe 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 

July 29, 2010, the district court issued an order on outstanding 

motions for summaty judgment filed in response to the Supreme 

Court remand. The court vacated large portions ofthe previous trial 

courifs opinion in light of the Supreme Ctourt ruling and found that 

Duke Energy Carolinas has the burden of proof forthe Routine 

IVlaintenance Repair and Replacement exclusion, but that the 

exception must be viewed in light of industry practice, not only in 

light of an individual unit. The court also clarified that it will apply the 

"actual-to-projected-actual" emissions test to determine whether Duke 

Energy Carolinas should reasonably have sought a pre-project permit 

for any of the projects at issue. No trial date has been set, but a trial 

is not expected before the end of 2011. 

In November 1999, the U.S. brought a lawsuit in the U.S. 

Federal District Court for the Southern District of Indiana against 

Cinergy, Duke Energy Ohio, and Duke Energy Indiana alleging 
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various violations of the CAA for various projects at six owned and 

co-owned generating stations in the Midwest. Three northeast states 

and two environmental groups have intervened in the case. A jury 

trial commenced on May 5, 2008 and jury verdict was returned on 

May 22,2008. The jury found in favor of Cinergy, Duke Energy Ohio 

and Duke Energy Indiana on all but three units at Wabash River, 

including the Gallagher Station units discussed below. Additionally, 

the plaintifls had claimed that these were a violation of an 

Administrative Consent Order entered into in 1998 between the EPA 

and Cinergy relating to alleged violations of Ohio's State 

Implementation Plan provisions governing particulate-matter at Duke 

Energy Ohio's W.C. Beckjord Station. A remedy ttialfor violations 

previously established at the Wabash River and W.C. Beckjord 

Stations was held during the week of February 2, 2009. On May 29, 

2009, the court issued its remedy ruling and ordered the following 

relief: (i) Wabash River Units 2, 3 and 5 to be permanently retired by 

September 30, 2009; (ii) surrender of SO2 allowances equal to the 

emissions from Wabash River Units 2,3 and 5 from May 22, 2008 

through September 30, 2009; (iii) civil penalty in the amount of 

$687,500 for Beckjord violations; and (iv) installation of a particulate 

continuous emissions monitoring system at the W.C. Beckjord Station 

Units 1 and 2. The civil penalty has been paid. On September 22, 

2009, defendants filed a notice of appeal with the Seventh Circuit 

Court of Appeals of the judgment relating to Wabash' River Units 2, 3 

and 5. On October 12, 2010, the Seventh Circuit issued its decision 

reversing the trial court and ordered issuance of judgment in favor of 

Cinergy {USA v. Cinergy), which includes Duke Energy Indiana and 

Duke Energy Ohio. The plaintiff's motion for rehearing was denied on 

December 29, 2010. On January 6, 2011, the mandate from the 

Seventh Circuit was issued, returning the case to the District Court for 

it to enter judgment in Duke Energy Ohio and Duke Energy Indiana's 

favor. This ruling will allow Wabash River Units 2, 3 and 5 to be 

placed back into sen/ice. 

Regarding the Gallagher Station units, on October 21, 2008, 

plaintifls flled a motion for a new liabilily trial claiming that 

defendants misled the plaintiffs and the juty by, among other things, 

not disclosing a consulting agreement with a fact witness and by 

referring to that witness as "retired" during the liability trial when in 

fact he was working for Duke Energy Indiana under the referenced 

consulting agreement in connection with the trial. On December 18, 

2008, the court granted plaintiffs' motion for a new liabilily trial on 

claims for which Duke Energy Indiana was not previously found 

liable. That new trial commenced on May 11, 2009. On May 19, 

2009, the juty announced its verdict finding in favor of Duke Energy 

Indiana on four ofthe remaining six projects at issue. The two 

projects in v\/hich the jury found violations were undertaken at Units 

1 and 3 ofthe Gallagher Station in Indiana. A remedy trial on those 

two violations was scheduled to commence on January 25, 2010; 

however, the parties reached a negotiated agreement on those issues 

and filed a proposed consent decree with the court, which was 

approved and entered on March 18, 2010: The substantive terms of 

the proposed consent decree require: (i) conversion of Gallagher Units 

1 and 3 to natural gas combustion by 2013 (or retirement of the 

units by February 2012); (ii) installation of additional pollution 

controls at Gallagher Units 2 and 4 by 2011; and (iii) additional 

environmental projects, payments and penalties. Duke Energy 

Indiana estimates that these and other actions in the setiilement will 

cost $88 million. Due to the NSR remedy order and consent decree, 

Duke Energy Indiana has requested several approvals from the IURC 

including approval to add a dry sorbent injection system on Gallagher 

Generating Station Units 2 and 4, approval to convert to natural gas 

or retire Gallagher Generating Station Units 1 and 3, and approval to 

recover expenses for certain SOj emission allowance expenses 

required to be surrendered. On September 8, 2010, the IURC 

approved the implementation ofthe dry sorbent injection system. On 

September 28, 2010, Duke Energy Indiana filed a petition requesting 

the recovety of costs associated with the Gallagher consent decree. 

Testimony in support ofthe petition was filed in eariy December 

2010, and an evidentiary hearing is scheduled for April 27, 2011. 

On April 3, 2008, the Sierra Club filed another lawsuit in the 

U.S. District Court for the Southern District of Indiana against Duke 

Energy,Indiana and certain affiliated companies alleging CAA 

violations at the Edwardsport power station. On October 20, 2009, 

the defendants filed a motion for summary judgment alleging that the 

applicable statute of limitations bars all ofthe plaintiffe' claims. On 

September 14, 2010, the Court granted defendants' motion for 

summary judgment in its entirety; however, entty of final judgment-

was stayed pending a decision from the Seventh Circuit Court of 

Appeals in USA v. Cinergy, referenced above, on a similar and 

potentially dispositive statute of limitations issue pending before that 

court. On October 12, 2010, the Seventh Circuit issued its decision 

in USA V. Cinergy in which the court ruled in favor of Cinergy and 

declined to address the referenced statute of limitations issue. The 

Seventh circuit issued its mandate on January 6, 2011, and as a 

result, the defendants will file a motion for entry of final judgment in 

this litigation. 

On July 3 1 , 2009, the EPA served a request for information 

under section 114 of the CAA to Duke Energy, Duke Energy Ohio 

and Duke Energy Business Services, Inc. The request for information 

pertained to various maintenance projects and emissions and 

operations data relevant to the Miami Fort and W.C. Beckjord stations 

in Ohio. Duke Energy Ohio's objections and responses to the EPA's 

section 114 request were filed on September 28, 2009; however, 

Duke Energy Ohio continued to provide information to the EPA. On 

September 17, 2010, the EPA sent a similar request to Zimmer 

station. Duke Energy Ohio submitted a response in November 2010. 

Subsequently, the EPA issued a Notice of Violation. 

It is not possible to estimate the damages, if any, that the Duke 

Energy subsidiaty registrants might incur in connection witii the 

unresolved matters discussed above. Ultimate resolution of these 

matters relating to NSR, even in settlement, could have a material 

adverse effect on the Duke Energy Registrants' consolidated results of 
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operations, cash flows or financial position. However, the Duke 

Energy Registrants will pursue appropriate regulatoty treatment for 

any costs incurred in connection with such resolution. 

Duke Energy 

Section 126 Petitions. 

In March 2004, the state of North Carolina filed a petition under 

Section 126 ofthe CAA in which it alleges that sources in 13 upwind 

states, including Ohio, Indiana, Kentucky and South Carolina 

significantly contribute to North Carolina's non-attainment with 

certain ambient air quality standards. In August 2005, the EPA 

issued a proposed response to the petition. The EPA proposed to 

deny the ozone portion of the petition based upon a lack of 

contribution to air qualily by the named states. The EPA also 

proposed to deny the particulate matter portion of the petition based 

upon the CAIR Federal Implementation Plan (FIP) that would address 

the air quality concerns from neighboring states. On April 28, 2006,-

the EPA denied North Carolina's petition based upon the final CAIR 

FIP described above. North Carolina has filed a legal challenge to the 

EPA's denial. On March 5, 2009 the D.C. Circuit remanded the case 

to the EPA for reconsideration. Vv'hile the EPA has conceded to the 

D.C. Circuit's July 18, 2008 decision in the CAIR litigation. North 

Carolina v. EPA No. 05-1244, discussed above, a subsequent order 

issued bythe D.C. Circuit on December 23, 2008, has eliminated 

the legal basis for the EPA's denial of North Carolina's Section 125 

petition. The EPA has taken no action on the North Carolina petition. 

With the EPA's development of the Transport Rule as a replacement 

for CAIR, it is not expected that any action the EPA might take in the 

future in response to the North Carolina petition would result in 

emission reduction requirements more stringent than the Transport 

Rule requirements. 

Carbon Dioxide (CO2) Litigation. 

In July 2004, the states of Connecticut, New York, California, 

Iowa, New Jersey, Rhode Island, Vermont, Wisconsin and the City of 

New York brought a lawsuit in the U.S. District Court for the Southern 

District of New York against Cinergy, AEP, American Electric Power 

Service Corporation, The Southern Company, Tennessee Valley 

Authority, and Xcel Energy Inc. A similar lawsuit was filed in the U.S. 

Disttict Court for the Southern District of New York against the same 

companies by Open Space Institute, Inc., Open Space Conservancy, 

Inc., and The Audubon Society of New Hampshire. These lawsuits 

allege that the defendants' emissions of CO2 from the combustion of 

fossil fuels at electric generating facilities contribute to global warming 

and amount to a public nuisance. The complaints also allege that the 

defendants could generate the same amount of electricity while 

emitting significantly less CO2. The plaintiffs are seeking an injunction 

requiring each defendant to cap its CO2 emissions and then reduce 

them by a specified percentage each year for at least a decade. In 

September 2005, the District Court granted the defendants' motion to 

dismiss the lawsuit. The plaintifls have appealed this ruling to the 

Second Circuit Court of Appeals. Oral arguments were held before the 

Second Circuit Court of Appeals on June 7, 2006. In September, 

2009, the Court of Appeals issued an opinion reversing the district 

court and reinstating the lawsuit. Defendants filed a petition for 

rehearing en banc, which was subsequentiy denied. Defendants filed 

a petition for certiorari to the United States Supreme Court on 

August 2, 2010. The Solicitor General filed a brief in which it agreed 

that the matter should have been dismissed but raised different 

arguments than did the defendants. On December 6, 2010, the 

Supreme Court granted certiorari. Argument on this matter is 

scheduled for April 19,2011. It is not possible to predict with 

certainty whether Duke Energy will incur any liability or to estimate 

the damages, if any, that Duke Energy might incur in connection with 

this matter. 

Alaskan Global Warming Lawsuit 

On February 26, 2008, plaintifls, the governing bodies of an 

Inupiatvillagein Alaska, filed suit in the U.S. Federal Court for the 

Northern District of California against Peabody Coal and various oil 

and power company defendants, including Duke Energy and certain 

of its subsidiaries. Plaintiffs brought the action on their own behalf 

and on behalf of the village's 400 residents. The lawsuit alleges that 

defendants' emissions of CO2contributed 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 global 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 briefing is 

complete. Duke Energy will notify the Court of the Supreme Court's 

decision to accept certiorari in the Carbon Dioxide Litigation discussed 

above, and will ask the Court to defer scheduling argument until the 

Supreme Court decides that case. It is not possible to predict with 

certainty whether Duke Energy will incur any liability or to estimate 

the damages, if any, that Duke Energy might incur in connection with 

this matter. 

Hurricane Katrina Lawsuit. 

In April 2006, Duke Energy and Cinergy were named in the 

third amended complaint of a purported class action lawsuit filed in 

the U.S. District Court for the Southern District of Mississippi. 

Plaintiffs, for and on behalf of a putative class of all residents of 

Mississippi, claim that Duke Energy and Cinergy, along with 

numerous other utilities, oil companies, coal companies and 

chemical companies, are liable for unquantified compensatory and 

punitive damages relating to losses suffered by victims of Hurricane 

Katrina. Plaintiffs claim that defendants' greenhouse gas emissions 
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contributed to the frequency and intensity of storms such as 

Hurricane Katrina. On August 30, 2007, the court dismissed the 

case and plaintiffs filed a notice of appeal. In October 2009, the 

Court of Appeals issued an opinion reversing the district court and 

reinstating the lawsuit. Defendants filed a petition for rehearing en 

banc, which was granted. The Court of Appeals granted defendants' 

petition for rehearing en banc and a hearing was set, but 

subsequentiy taken off the calendar when an additional judge 

recused herself, leaving the court without a quorum. On May 28, 

2010, after briefing on the issue, the court held it could not proceed 

with rehearing en banc, the original 5*i Circuit opinion was property 

vacated and the court can no longer reinstate it. As a result, the 

district courts decision dismissing the case was reinstated and is now 

the controlling decision in the case. On August 26, 2010, plaintiffs 

filed a petition for a Writ of Mandamus asking the Supreme Court to 

either reinstate the panel's decision or to hold in abeyance its action 

dismissing the appeal. On January 9, 2011, the Supreme Court 

denied the Mandamus petition which ended the case. 

Price Reporting Cases. 

A total of 13 lawsuits were filed against Duke Energy affiliates 

and other energy companies. Of the 13 lawsuits, 11 were 

consolidated into a single federal court proceeding in Nevada. 

A settlement agreement was executed with the class plaintiffs in 

five ofthe 11 consolidated cases in September 2009. In February 

2008, the judge in the consolidated proceeding granted a motion to 

dismiss the sixth case and entered judgment in favor of DEJM. 

Plaintiffs' motion to reconsider was, in large part, denied and on 

January 9, 2009, the court ruled that plaintiffs lacked standing to 

pursue their remaining claims and granted certain defendants' motion 

for summaty judgment In February 2009, the same judge dismissed 

Duke Energy Carolinas from that case as well as four other of the 

remaining consolidated cases. In 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 afflliates are a party. In Decemtier 2009, 

plaintiffs in the consolidated cases filed a motion to amend their 

complaints in the individual cases to add a claim for treble damages 

under the Sherman Act, including additional factual allegations 

regarding fraudulent concealment of defendants' allegedly 

conspiratorial conduct. Those motions were denied on October 29, 

2010. 

One case was filed in Tennessee state court, which dismissed 

the case based on the filed rate doctrine and federal preemption 

grounds. That case was appealed to the Tennessee Court of Appeals, 

which reversed this lower court ruling in October 2008. On April 26, 

2010, the Tennessee Supreme Court reversed the appellate court 

ruling and dismissed all ofthe plaintiffs' claims and this decision is 

now flnal. On January 13, 2009, another case pending in Missouri 

state court was dismissed on the grounds that the plaintiff lacked 

standing to bring the case and the plaintiffs appeal was heard by the 

Missouri Court of Appeals in November 2009. Plaintiffs have 

appealed to the Missouri Supreme Court which, on September 24, 

2010, entered an order affirming the appellate court ruling in favor of 

Duke Energy and the other defendants. 

Each of these cases contains similar claims, that the respective 

plaintiffs, and the classes they claim to represent, were harmed by 

the defendants' alleged manipulation ofthe natural gas markets by 

various means, including providing false information to natural gas 

trade publications and entering into unlawful arrangements and 

agreements in violation of the antitrust laws of the respective states. 

Plaintiffs seek damages in unspecified amounts. The settlement did 

not have a material adverse effect on Duke Energy's consolidated 

results of operations, cash fiows or financial position. It is not possible 

to predict with certainty whether Duke Energy will incur any liability 

or to estimate the damages, if any, that Duke Energy might incur in 

connection with the remaining matters. 

Western Bectricity Litigation. 

Plaintifls, on behalf of themselves and other purchasers of 

electricity in the Pacific Northwest, allege in three cases that Duke 

Energy affiliates, among other energy companies, artificially inflated 

the price of electricity in certain western states. Two of the cases were 

dismissed and plaintiffs appealed to the U.S. Court of Appeal for the 

Ninth Circuit. Of those two cases, one was dismissed by agreement 

in March 2007. In November 2007, the court issued an opinion 

affirming dismissal of the other case, plaintiffs' motion for 

reconsideration was denied and plaintiffe did not flle a petition for 

certiorari to the Supreme Court. Plaintifls in the remaining case seek 

damages in unspecifled amounts. It is not possible to predict with 

certainty whether Duke Energy will incur any liability or to estimate 

the damages, if any, that Duke Energy might incur in connection with 

these lawsuits, but Duke Energy does not presently believe the 

outcome of these matters will have a material adverse effect on its 

consolidated results of operations, cash flows or flnancial position. 

Duke Energy Intemational Paranapanema Lawsuit. 

On July 16, 2008, Duke Energy International Geracao 

Paranapanema S.A. (DEIGP) filed a lawsuit in the Brazilian federal 

court challenging the merits of two resolutions promulgated by the 

Brazilian electricity regulatory agency (ANEEL) (collectively, the 

Resolutions). The Resolutions purport to impose additional 

transmission fees (retroactive to July 1, 2004 and effective through 

June 30, 2009) on generation companies located in the State of Sao 

Paulo for utilization ofthe electric transmission system. The nev\/, 

assessments are based upon a flat-fee charge that fails to take into 

account the locational usage by each generator. DEIGP has been 

assessed $53 million, inclusive of interest. DEIGP challenged the 

assessment in Brazilian federal court. Based on DElGP's continuing 

refusal to tender payment of the disputed sums, on April 1, 2009, 

ANEEL assessed an additional fine against DEIGP in the amount of 

$9 million. DEIGP filed a request to enjoin payment of the fine and 

DUKE ENERGY CORPORATION / 2010 FORM lO-K 141 



PART 

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

Combined Notes to Consolidated Financial Statements - (Continued) 

for an expedited decision on the merits or, alternatively, a result that 

all disputed sums be deposited in the courti's registry in lieu of direct 

payment to the distribution companies. 

On June 30, 2009, the court issued a ruling in which it granted 

DElGP's request for injunction regarding the second fine and denied 

DElGP's request for an expedited decision or payment into the court 

registry. Under the court's order, DEIGP was required to make 

payment directiy to the distribution companies on the $53 million 

assessment pending resolution on the merits. As a result of the 

court's ruling, in the second quarter of 2009, Duke Energy recorded a 

pre-tax charge of $33 million associated with this matter. The court's 

ruling also allowed DEIGP to make monthly installment payments on 

the outstanding obligation. DEIGP filed an appeal and on August 28, 

2009, the order requiring installment payments was modified to 

allow 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. 

Duke Energy Retirement Cash Balance Plan. 

A class action lawsuit was filed in federal court in South 

Carolina against Duke Energy and the Duke Energy Retirement Cash 

Balance Plan, alleging violations of Employee Retirement Income 

Security Act (ERISA) and the Age Discrimination in Employment Act 

(ADEA). These allegations arise out ofthe conversion ofthe 

Duke Energy Company Employees' Retirement Plan into the 

Duke Energy Retirement Cash Balance Plan. The case also raises 

some Plan administration issues, alleging errors in the application of 

Plan provisions (i.e., the calculation of interest rate credits in 1997 

and 1998 and the calculation of lump-sum distributions). Six causes 

of action were alleged, ranging from age discrimination, to various 

alleged ERISA violations, to allegations of breach of fiduciary duty. 

Plaintiffs sought a broad array of remedies, including a retroactive 

reformation of the Duke Energy Retirement Cash Balance Plan and a 

recalculation of participants/ beneficiaries' benefits underthe revised 

and reformed plan. Duke Energy filed its answer in March 2006. A 

portion of this contingent liability was assigned to Spectra Energy, 

Corp. (Spectra Energy) in connection with the spin-off in January 

2007. A hearing on the plaintiffs' motion to amend the complaint to 

add an additional age discrimination claim, defendant's motion to 

dismiss and the respective motions for summary judgment was held 

in December 2007. On June 2, 2008, the court issued its ruling 

denying plaintiffs' motion to add the additional claim and dismissing 

a number of plaintiffs' claims, including the claims for ERISA age 

discrimination. Since that date, plaintiffs have notified Duke Energy 

that they are withdrawing their ADEA claim. On September 4, 2009, 

the court issued its order certifying classes for three of the remaining 

claims but not certifying their claims as to plaintiffs' fiduciary duly 

claims. At an unsuccessful mediation in September 2008, Plaintiffs 

quantified their claims as being in excess of $150 million. After 

mediation on September 21, 2010, the parties reached an 

agreement in principle to settle the lawsuit, subject-to execution of a 

definitive settlement agreement, notice to the class members and 

approval of the settlement by the Court. In the third quarter of 2010, 

Duke Energy recorded a provision related to the settlement 

agreement. On October 12, 2010, the Court issued an order staying 

all pending motions in the case. On February 8, 2011, the 

settlement was preliminarily approved by the court; however, the 

settlement is still subject to flnal approval. 

Crescent Litigation. 

On September 3, 2010, the Crescent Resources Litigation Trust 

flled suit against Duke Energy along with various affiliates and several 

individuals, including current and former employees of Duke Energy, 

in the U.S. Bankruptcy Court for the Western District of Texas. The 

Crescent Resources Litigation Trust was established in May, 2010 

pursuant to the plan of reorganization approved in the Crescent 

bankruptcy proceedings in the same court. The complaint alleges tha 

in 2006 the defendants caused Crescent to borrow approximately 

$1.2 billion from a consortium of banks and immediately thereafter 

distribute most ofthe loan proceeds to Crescent's parent company 

without benefit to Crescent. The complaint further alleges that 

Crescent was rendered insolvent by the transactions, and that the 

distribution is subject to recovery by the Crescent bankruptcy estate 

as an alleged fraudulent transfer. The plaintiff requests return of the 

funds as well as other statutory and equitable relief, punitive damage; 

and attorneys' fees. Duke Energy and its affiliated defendants believe 

that the referenced 2006 transactions were legitimate and did not 

violate any state or federal law. Defendants filed a motion to dismiss 

in December 2010. No trial date has been set 

On October 14, 2010, a suit was filed in Mecklenburg County, 

North Carolina by a group of Duke Energy shareholders alleging 

breach of duly of loyalty and good faith by certain Duke Energy 

directors who were directors at the time of the 2006 Crescent 

transaction. On January 5, 2011, defendants filed a Notice of 

Designation of this case for the North Carolina Business Court the 

defendants' motion to dismiss was filed on February 14, 2011. It is 

not possible to predict at this time whether Duke Energy will incur 

any liability or to estimate the damages, if any, that Duke Energy 

might incur in connection with these lawsuits. 

Pmgress Energy Merger Litigation. 

Duke Energy has been named as a defendant in ten purported 

shareholder actions filed in North Carolina state court and one case 

filed in federal court in North Carolina. The actions, which contain 

similar allegations, were brought by Individual shareholders against 

the following defendants: Progress, Duke Energy, Diamond 

Acquisition Corporation and Directors of Progress Energy. The 

lawsuits allege that the individual defendants breached their fiduciary 

duties to Progress Energy shareholders and that Duke Energy and its 

affiliate. Diamond Acquisition Corporation, aided and abetted the 

individual defendants. The plaintifls seek damages and to enjoin the 

merger. It Is not possible to predict at this time whether Duke Energy 
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will incur any liability or to estimate the damages, if any, that Duke 

Energy might incur in connection with this litigation. 

Duke Energy Carolinas 

Duke Energy Carolinas Cliffside Unit 6 Permit. 

On July 16, 2008, the Southern Alliance for Clean Energy, 

Environmental Defense Fund, National Parks Consen/ation 

Association, Natural Resources Defenses Council, and Sierra Club 

(collectively referred to as Citizen Groups) filed suit in U.S District 

Court for the Western District of North Carolina alleging that Duke 

Energy Carolinas violated the CAA when it commenced construction 

of Cliffside Unit 6 at Cliflside Steam Station in Rutherford County, 

North Carolina without obtaining a determination that the MACT 

emission limits will be met for all prospective hazardous air emissions 

at that plant. The Citizen Groups claim the right to injunctive relief 

against further construction at the plant as well as civil penalties in 

the amount of up to $32,500 per day for each alleged violation. In 

July 2008, Duke Energy Carolinas voluntarily performed a MACT 

assessment of air emission controls planned for Cliflside Unit 6 and 

submitted the results to the DENR. On August 8, 2008 the plaintiffs 

filed a motion for summaty judgment. On December 2, 2008, the 

Court granted summaty judgment in favor of the Plaintiffs and 

entered judgment ordering Duke Energy Carolinas to initiate a MACT 

process before the DAQ. The court did not order an injunction against 

further construction, but retained jurisdiction to monitor the MACT 

proceedings. On December 4, 2008, Duke Energy Carolinas, 

submitted its MACT filing and supporting information to the DAQ 

specifically seeking DAQ's concurrence as a threshold matter that 

construction of Cliffside Unit 6 is not a major source subject to 

section 112 of the CAA and submitting a MACT determination 

application. Concurrent with the initiation ofthe MACT process, Duke 

Energy Carolinas filed a notice of appeal to the Fourth Circuit Court of 

Appeals of the Court's December 2, 2008 order to reverse the Court's 

determination that Duke Energy Carolinas violated the CAA. The DAQ 

issued the revised permit on March 13, 2009, as discussed above. 

Based upon DAQ's minor-source determination, Duke Energy 

Carolinas filed a motion requesting that the court abstain from further 

action on the matter and dismiss the plaintiffs' complaint. The court 

granted Duke Energy Carolinas motion to abstain and dismissed the 

plaintiffs' complaint without prejudice, but also ordered Duke Energy 

Carolinas to pay the plaintiffs' attorneys' fees. On August 3, 2009, 

plaintiffs filed a notice of appeal of the court's order and Duke Energy 

Carolinas likewise appealed on the grounds, among others, that the 

dismissal should have been with prejudice and the court should not 

have ordered payment of attorneys' fees. The appeals have been 

consolidated. On December 7, 2010, the U.S. Court of Appeals for 

the Fourth Circuit heard oral argument. A decision is pending. 

It is not possible to predict with certainty whether Duke Energy 

Carolinas will incur any liability or to estimate the damages, if any, 

that Duke Energy Carolinas might incur in connection with this 

matter. To the extent that a court of proper jurisdiction halts 

construction of the plant, Duke Energy Carolinas will seek to meet 

customers' needs for power through other resources. In addition, 

Duke Energy Carolinas will seek appropriate regulatory treatment for 

the investment in the plant. 

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 to or use 

of asbestos in connection with construction and maintenance 

activities conducted by Duke Energy Carolinas on its electric 

generation plants prior to 1985. As of December 31 , 2010, there 

were 284 asserted claims for non-malignant cases with the 

cumulativereliefsoughtof up to $69 million, and 119asserted 

claims for malignant cases with the cumulative relief sought of up to 

$37 million. Based on Duke Energy Carolinas' experience, it is 

expected that the ultimate resolution of most of these claims likely will 

be less than the amount claimed. 

Amounts recognized as asbestos-related reserves related to 

Duke Energy Carolinas in the respective Consolidated Balance Sheets 

totaled $853 million and $980 million as of DecemberSl, 2010 

and 2009, 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 

asbestos 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 believe that they can reasonably 

estimate the indemnity and medical costs that might be incurred after 

2030 related to such potential claims. Astiestos-related loss estimates 

incorporate 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 projection period 

lengthens. A significant upward or downward trend in the number of 

claims filed, the nature of the alleged injury, and the average cost of 

resolving each such claim could change our estimated liability, as 

could any Substantial adverse or favorable verdict at trial. A federal 

legislative solution, further state tort reform or structured settlement 

transactions could also change the estimated liability. Given the 

uncertainties associated with projecting matters into the future and 

numerous otherfactors outside our control, management believes 

that it is possible Duke Energy Carolinas may incur asbestos liabilities 

in excess of the recorded reserves. 

Duke Energy Carolinas has a third-party insurance policy to 

cover certain losses related to Duke Energy Carolinas' asbestos-related 

injuries and damages above an aggregate self insured retention of , 

$476 million. Duke Energy Carolinas' cumulative payments began to 

exceed the self insurance retention on its insurance policy during the 

second quarter of 2008. Future payments up to the policy limit will 

be reimbursed by Duke Energy Carolinas' third party insurance 
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carrier. The insurance policy limit for potential future insurance 

recoveries for indemniflcation and medical cost claim payments is 

$1,005 million in excess ofthe self insured retention. Insurance 

recoveries of $850 million and $984 million related to this policy are 

classified in the respective Consolidated Balance Sheets in Other 

within Investments and Other Assets and Receivables as of 

DecemberSl, 2010 and 2009, respectively. Duke Energy Carolinas 

is not aware of any uncertainties regarding the legal sufficiency of 

insurance claims. Management believes the insurance recovery asset 

is probable of recovety as 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 Ohio. Plaintiffs alleged that 

Duke Energy Ohio (then The Cincinnati Gas & Elecfi-ic Company 

(CG&E)), conspired to provide inequitable and unfair price 

advantages for certain large business consumers by entering into 

non-public option agreements with such consumers in exchange for 

their withdrawal of challenges to Duke Energy Ohio's (then CG&E's) 

pending RSP, which was implemented in early 2005. Duke Energy 

Ohio denied the allegations made in the lawsuit. Following Duke 

Energy Ohio's filing of a motion to dismiss plaintiffs' claims, plaintifls 

amended their complaint on May 30, 2008. Plaintiffs contended that 

the contracts at issue were an illegal rebate which violate antitrust 

and Racketeer Infiuenced and Corrupt Organizations (RICO) statutes. 

Duke Energy Ohio again moved to dismiss the claims. On March 3 1 , 

2009, the District Court granted Duke Energy Ohio's motion to 

dismiss. Plaintiffs filed a motion to alter or set aside the judgment, 

which was denied by an order dated March 31, 2010. In April 

2010, the plaintiffs filed their appeal of that order with the U.S. Court 

of Appeals for the Sixth Circuit and briefing continues on this matter. 

Both parties have requested oral argument. It Is not possible to 

predict at this time whether Duke Energy Ohio will incur any liability 

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 Ohio has been named as a defendant or 

co-defendant in lawsuits related to asbestos 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 uncertainties, such as, among others: (i) the number of 

contractors potentially exposed to asbestos during construction or 

maintenance of Duke Energy Ohio generating plants; (11) the possible 

incidence of various illnesses among exposed workers, and (iii) the 

potential settlement 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 future suits over 

the foreseeable future is not material. This estimated range of 

exposure may change as additional settlements occur and claims are 

made and more case law is established. 

Duke Energy Indiana 

Prosperity Mine LLC. 

On October 12, 2009, Prosperity Mine, LLC (Prosperity) filed for 

arbitration under an Agreement for the Sale and Purchase of Coal dated 

October 30, 2008. The Agreement provided for sale by Prosperity and 

purchase by Duke Energy Indiana of 500,000 tons of coal per year, 

commencing on Januaty 1, 2009 and continuing until DecemberSl, 

2014, unless sooner terminated under the terms of the Agreement. 

Duke Energy Indiana could terminate the Agreement if a force majeure 

event lasted more than three months. Prosperity declared a force 

majeure event on February 13, 2010 and, when Prosperity did not 

notify Duke Energy Indiana that the force majeure had ended, Duke 

Energy Indiana sent written notice of termination on May 14, 2010. 

Prosperity contends that the termination was improper and that it is 

owed damages, quantified at $88 million, for the fijil contractual 

volumes through 2014. The arbitration panel bifurcated the claims and 

conducted a hearing on September 21-22,2010, on the liability issue. 

On November 17, 2010, the arbitrators issued their decision, ruling in 

favor of Duke Energy Indiana on all counts. On Januaiy 7, 2011, 

Prosperity filed a lawsuit in Indiana state court alleging that the 

arbitrators exceeded their power and acted without authority and asking 

that the arbitrators' award be vacated. 

Asbestos-related Injuries and Damages Oaims. 

Duke Energy Indiana has been named as a defendant or 

co-defendant in lawsuits related to asbestos at its electric generating 

stations. The impact on Duke Energy Indiana's consolidated results of 

operations, cash flows or flnancial position of these cases to date has 

not been material. Based on estimates under varying assumptions 

concerning uncertainties, such as, among others: (i) the number of 

contractors potentially exposed to asbestos during construction or 

maintenance of Duke Energy Indiana generating plants; (11) the 

possible incidence of various illnesses among exposed workers, and 

(iii) the potential settlement costs without federal or other legislation 

that addresses asbestos tort actions, Duke Energy Indiana estimates 

that the range of reasonably possible exposure in existing and future 

suits over the foreseeable future is not material. This estimated range 

of exposure may change as additional 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 
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that the final disposition of these proceedings will not have a material 

adverse effect on its consolidated results of operations, cash flows or 

financial position. 

The Duke Energy Registrants have exposure to certain legal 

matters that are described herein. Duke Energy has recorded 

reserves, including resen/es related to the aforementioned asbestos-

related injuries and damages claims, of $900 million and $1 billion 

as of December 3 1 , 2010 and 2009, 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 defined in the accounting guidance for 

contingencies. Duke Energy has insurance coverage for certain of 

these losses incurred. As of December 31 , 2010 and 2009, Duke 

Energy recognized $850 million and $984 million, respectively, of 

probable insurance recoveries related to these losses (the total of 

which is primarily related to Duke Energy Carolinas). 

The Duke Energy Registrants expense legal costs related to the 

defense of loss contingencies as incurred. 

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 elements of 

performance and credit risk, which are not included on the respective 

Consolidated Balance Sheets. The possibility of any of the Duke 

Energy Registrants having to honor their contingencies is largely 

dependent upon future operations of various subsidiaries, investees 

and other third parties, or the occurrence of certain future events. 

In addition, the Duke Energy Registrants enter into various fixed-

price, non-cancelable commitments to purchase or sell power (tolling 

arrangements or power purchase contracts), take-or-pay 

arrangements, transportation or throughput agreements and other 

contracts that may or may not be recognized on the respective 

Consolidated Balance Sheets. Some of these arrangements may be 

recognized at fair value on the respective Consolidated Balance 

Sheets If such contracts meet the definition of a derivative and the 

NPNS exception does not apply. 

Operating and Capital Lease Commitments 

Duke Energy 

Duke Energy leases assets in several areas of its operations. 

Consolidated rental expense for operating leases was $122 million in 

2010, $129 million in 2009 and $164 million in 2008 which is 

included in Operation, Maintenance and Other on the Consolidated 

Statements of Operations. Amortization of assets recorded under 

capital leases is included in Depreciation and Amortization on the 

Consolidated Statements of Operations. The following is a summary 

of future minimum lease payments under operating leases, which at 

inception had a non-cancelable term of more than one year, and 

capital leases as of December 3 1 , 2010: 

(in millions) 

2011 
2012 
2013 
2014 
2015 
Thereafter 

Total future minimum lease payments 

Operating 
Leases 

$ 87 
74 
62 
47 
36 

217 

$523 

Capital 
Leases 

$ 31 
28 
28 
25 
27 

144 

$283 

Duke Energy Carolinas 

Duke Energy Carolinas leases assets in several areas of its 

operations. Consolidated rental expense for operating leases was $60 

million in 2010, $56 million in 2009 and $85 million in 2008, 

which is included in Operation, Maintenance and Other on the 

Consolidated Statements of Operations. Consolidated capitalized lease 

obligations are classifled as debt on the Consolidated Balance Sheets 

(see Note 6). Amortization of assets recorded under capital leases is 

included in Depreciation and Amortization on the Consolidated 

Statements of Operations. The following is a summary of future 

minimum lease payments under operating leases, which at inception 

had a noncancelable term of more than one year, and capital leases 

as of December 31 , 2010: 

(in millions) 

2011 
2012 
2013 
2014 
2015 
Thereaft:er 

Operating 
Leases 

$ 37 
31 
26 
19 
14 
83 

Capital 
Leases 

$ 1 
2 
2 
2 
2 

12 

Total future minimum lease payments $210 $21 

Duke Energy Ohio 

Duke Energy Ohio leases assets in several areas of its 

operations. Consolidated rental expense for operating leases was $19 

million in 2010, $22 million in 2009 and $31 million in 2008, 

which is included in Operation, Maintenance and Other on the 

Consolidated Statements of Operations. Consolidated capitalized lease 

obligations are classifled as debt on the Consolidated Balance Sheets 

(see Note 6). Amortization of assets recorded under capital leases is 

included in Depreciation and Amortization on the Consolidated 

Statements of Operations. The following is a summary of future 

minimum lease payments under operating leases, which at inception 
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had a noncancelable term of more than one year, and capital leases 

asof December31, 2010: 

(in millions) 
Operating Capital 

Leases Leases 

2011 
2012 
2013 
2014 
2015 
Thereafl;er 

$16 
13 
11 
9 
7 

14 

Total future minimum lease payments 

$ 9 

7 
6 

15 

$70 $53 

Duke Ene i ^ Indiana 

Duke Energy Indiana leases assets in several areas of its 

operations. Consolidated rental expense for operating leases was $24 

million in 2010, $26 million in 2009 and $25 million in 2008, 

which is included in Operation, Maintenance and Other on the 

Consolidated Statements of Operations. Capitalized lease obligations 

are classified as debt on the Consolidated Balance Sheets (see Note 

6). Amortization of capital lease assets is included in Depreciation 

and Amortization on the Consolidated Statements of Operations. The 

following is a summary of future minimum lease payments under 

operating leases, which at inception had a noncancelable term of 

more than one year, and capital leases as of December 31 , 2010: 

(in millions) 

2011 
2012 
2013 
2014 
2015 
Thereafter 

Total future minimum lease payments 

Operating 
Leases 

$19 
18 
15 
10 
7 

12 

Capital 
Leases 

$ 4 
4 
3 
3 
3 

14 

$81 $31 

6. DEBT AND CREDIT FACILITIES 

Summary of Debt and Related Terms 

Duke Energy 

(in millions) 

Weighted-
Average 

Rate Year Due 

DecemberSl, 

2010 2009 

Unsecured debt 
Secured debt 
First mortgage bonds'̂ ' 
Capital leases 
Otherdebtw 
Non-recourse notes payable of VIEs 
Notes payable and commercial paper<̂ ' 
Fair value hedge carrying value adjustment 
Unamortized debt discount and premium, net 

6.3% 
3.9% 
5.5% 
7.5% 
1.9% 

0.4% 

2011-2037 
2011-2035 
2011-2040 
2011-2047 
2012-2041 

$ 8,036 
1,167 
6,689 

283 
1,623 

216 
450 

25 
(63) 

7,922 
660 

5,940 
248 

1,843 

450 
18 

(66) 

Total debffc" 
Current maturities of long-term debt 
Short-term non-recourse notes payable of VIEs 

18,426 
(275) 
(216) 

17,015 
(902) 

Total long-term debt $17,935 $16,113 

(a) As of December 3 1 , 2010, substantially all of USFE&G's electric and gas plant in service is mortgaged under the mortgage bond Indenture of Duke Energy Carolinas, Duke Energy Ohio 
and Duke Energy Indiana. 

(b) Includes $1,540 million and $1,410 million of Duke Energy tax-exempt bonds as of December 31 , 2010 and 2009, respectively. As of December 3 1 , 2010 and 2009, $583 million 
and $331 million, respectively, was secured by first mortgage bonds and $348 million and $433 million, respectively, was secured by a letter of credit. 

(c) Includes $450 million asof both DecemberSl, 2010 and 2009 that was classified as Long-term Debt on the Consolidated Balance Sheets due to the existence of long-term credit 
facilities which back-stop these commercial paper balances, along with Duke Energy's ability and Intent to refinance these balances on a long-term basis. The weighted-average days to 
maturity was 14 days as of December 3 1 , 2010 and 2009, respectively. 

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

(in millions) 

Weighted-
Average 

Rate 

6.1% 
1.2% 
5.6% 

13.9% 
3.4% 
0.4% 

Year Due 

2011-2037 
2012 

2013-2040 
2011-2030 
2012-2040 

DecemberSl, 
2010 

$2,318 
300 

4,413 
21 

415 
300 

16 
(13) 

2009 

$2,622 
300 

4,163 
,— 

274 
300 

20 
(13) 

Unsecured debt 
Secured debt associated with accounts receivable securitization 

First mortgage bonds'^' 

Capital leases 

Other debfw 

Money pool borrowingsfc) 

Fair value hedge carrying value adjustment 

Unamortized debt discount and premium, net 

Total debt 

Current maturities of long-term debt 

7,770 
(8) 

7,666 
(509) 

Total long-term debt $7,762 $7,157 

(a) As of December 3 1 , 2010, substantially all of Duke Energy Carolinas' electric plant In service is mortgaged under the mortgage bond indenture relating to Duke Energy Carolinas. 
(b) Includes $415 million and $272 million of Duke Energy Carolinas tax-exempt bonds as of December 3 1 , 2010 and 2009, respectively. As of December 3 1 , 2010 and 2009, 

respectively, $360 million and $117 million were secured by first mortgage bonds. 
(c) Includes $300 million as of both December 3 1 , 2010 and 2009 that was classified as Long-term Debt on the Consolidated Balance Sheets due to the existence of long-term credit 

facilities which back-stop these money pool borrowings, along with Duke Energy Carolinas' ability and intent to refinance these balances on a long-term basis. 

Duke Energy Ohio 

(in millions) 

Weighted-

Average 

Rate 

DecemberSl, 

Year Due 2010 2009 

Unsecured debt 

First mortgage bonds* '̂ 

Capital leases 

Other debt*) 

Fair value hedge carrying value adjustment 

Unamortized debt discount and premium, net 

5.7% 2012-2036 $1,305 $1,305 
4.3% 2013-2019 
4.8% 2011-2020 
0.6% 2024-2041 

700 
53 

534 
8 

(36) 

700 

55 

572 

(2) 

(38) 

Total debt 

Current maturities of long-term debt 

Total long-term debt 

2,564 
(7) 

$2,557 

2,592 

(19) 

$2,573 

(a) Asof DecemberSl, 2010, substantially all of Franchised Electric & Gas's electric plant in sen/ice is mortgaged under the mortgage bond indenture relating to Duke Energy Ohio 
(excluding Duke Energy Kentucky). 

(b) Includes $525 million and $538 million of Duke Energy Ohio tax-exempt bonds as of December 3 1 , 2010 and 2009, respectively. 

Duke Energy Indiana 

(in millions) 

Weighted-

Average 

Rate Year Due 

DecemberSl, 

2010 2009 

Unsecured debt 

First mortgage bonds'̂ ) 

Capital leases 

Money pool borrowings'^' 

Other debt*! 

5.7% 2013-2035 $1,149 $1,151 
5.7% 2011-2039 1,577 1,076 
7.1% 2011-2047 31 25 
0.4% 150 150 
2.0% 2019-2040 575 698 

Unamortized debt discount and premium, net 

Total debt 

Current maturities of long-term debt 

Total long-term debt 

(10) 

3,472 
(11) 

$ 3,461 

(10) 

3,090 
(4) 

$ 3,086 

(a) As of December 3 1 , 2010, substantially all of Duke Energy Indiana's electric plant In service is mortgaged under the mortgage bond indenture relating to Duke Energy Indiana. 
(b) Includes $575 million and $576 million of Duke Energy Indiana tax-exempt bonds as of December 31 , 2010 and 2009, respectively. As of December 3 1 , 2010 and 2009, $223 

million and $214 million, respectively, were secured by first mortgage bonds. Asof both DecemberSl, 2010 and DecemberSl, 2009, $271 million was secured by a letter of credit. 
(c) Includes $150 million as of both December 31 , 2010 and 2009 that was classified as Long-term Debt on the Consolidated Balance Sheets due to the existence of long-term credit 

facilities which back-stop these money pool borrowings, along with Duke Energy Indiana's ability and Intent to refinance these balances on a long-term basis. 
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Unsecured Debt. 

In July 2010, International Energy issued $281 million 

principal amount in Brazil, which carries an interest rate of 8.59% 

plus IGP-M (Brazil's monthly infiation index) non-convertible 

debentures due July 2015. Proceeds ofthe issuance were used to 

refinance Brazil debt related to DEIGP and for future debt maturities 

in Brazil. 

In March 2010, Duke Energy issued $450 million principal 

amount of 3.35% senior notes due April 1, 2015. Proceeds from the 

issuance were used to repay $274 million of borrowings underthe 

master credit facility and for general corporate purposes. 

In September 2009, Duke Energy Ohio and Duke Energy 

Indiana repaid and immediately re-borrowed $279 million and $123 

million, respectively, under Duke Energy's master creditfacility. 

In September 2009, Duke Energy Kentucky issued $100 

million of senior debentures, which carry a fixed interest rate of 

4.65% and mature October 1, 2019. Proceeds from the issuance 

were used to repay Duke Energy Kentucky's borrowings under Duke 

Energy's master credit facility, to replenish cash used to repay $20 

million principal amount of debt due September 15, 2009 and for 

general corporate purposes. 

In August 2009, Duke Energy issued $1 billion principal 

amount of senior notes, of which $500 million carry a fixed interest 

rate of 3.95% and mature September 15, 2014 and $500 million 

carry a fixed interest rate of 5.05% and mature September 15, 

2019. Proceeds from the issuance were used to redeem commercial 

paper, to fund capital expenditures in Duke Energy's unregulated 

businesses in the U.S. and for general corporate purposes. 

In January 2009, Duke Energy issued $750 million principal 

amount of 6.30% senior notes due February 1, 2014. Proceeds 

from the issuance were used to redeem commercial paper and for 

general corporate purposes. 

First Mortgage Bonds. 

In July 2010, Duke Energy Indiana issued $500 million 

principal amount of 3.75% first mortgage bonds due July 15, 2020. 

Proceeds from the issuance were used to repay $123 million of 

borrowings under Duke Energy's master creditfacility, and will be 

used to fund Duke Energy Indiana's ongoing capital expenditures and 

for general corporate purposes. 

In June 2010, Duke Energy Carolinas issued $450 million 

principal amount of 4.30% first mortgage bonds due June 15, 

2020. Proceeds from the issuance will be used to fund Duke Energy 

Carolinas' ongoing capital expenditures and for general corporate 

purposes. 

In December 2009, Duke Energy Ohio issued $250 million 

principal amount of first mortgage bonds, which carry a fixed interest 

rate of 2.10% and mature June 15, 2013. Proceeds from this 

issuance, together with cash on hand, were used to repay Duke 

Energy Ohio's borrowing under Duke Energy's master creditfacility. In 

conjunction with this debt issuance, Duke Energy Ohio entered into 

an interest rate swap agreement that converted interest on this debt 

issuance from the fixed coupon rate to a variable rate. The initial 

variable rate was set at 0.31%. 

In November 2009, Duke Energy Carolinas issued $750 

million principal amount of first mortgage bonds, which carry a fixed 

interest rate of 5.30% and mature February 15, 2040. Proceeds 

from this issuance will be used to fund capital expenditures and 

general corporate purposes, including the repayment at maturity of 

$500 million of senior notes and first mortgage bonds in the first half 

of 2010. 

In March 2009, Duke Energy Ohio issued $450 million 

principal amount of first mortgage bonds, which carry a fixed interest 

rate of 5.45% and mature April 1, 2019. Proceeds from this 

issuance were used to repay short-term notes and for general 

corporate purposes, including funding capital expenditures. 

In March 2009, Duke Energy Indiana issued $450 million 

principal amount of first mortgage bonds, which carry a fixed interest 

rate of 6.45% and mature April 1, 2039. Proceeds from this 

issuance were used to fund capital expenditures, to replenish cash 

used to repay $97 million of senior notes which matured on 

March 15, 2009, to fund the repayment at maturity of $125 million 

of first mortgage bonds due July 15, 2009, and for general corporate 

purposes, including the repayment of short-term notes. 

Other Debt. 

In September 2010, Duke Energy Carolinas converted $143 

million of tax-exempt variable-rate demand bonds to tax-exempt term 

bonds, which carry a fixed interest rate of 4.375% and mature 

October 2031. Prior to the conversion, the bonds were held by Duke 

Energy Carolinas as treasury bonds. In connection with the 

conversion, the tax-exempt bonds were secured by a series of Duke 

Energy Carolinas' first mortgage bonds. 

In September 2010, Duke Energy Carolinas converted $100 

million of tax-exempt variable-rate demand bonds, to tax-exempt term 

bonds, which carry a fixed interest rate of 4.625% and mature 

November 1, 2040. In connection with the conversion, the 

tax-exempt bonds were secured by a series of Duke Energy Carolinas' 

first mortgage bonds. 

In September 2010, Duke Energy Indiana refunded $70 million 

of tax-exempt auction rate bonds through the issuance of $70 million 

principal amount of tax-exempt term bonds, of which $60 million 

carry a fixed interest rate of 3.375% and mature March 1, 2019 and 

$10 million carry a fixed interest rate of 3.75% and mature April 1, 

2022. In connection with the conversion, the tax-exempt bonds were 

secured by a series of Duke Energy Indiana's first mortage bonds. 

In October 2009, Duke Energy Indiana refunded $50 million of 

tax-exempt variable-rate demand bonds through the issuance of $50 

million principal amount of tax-exempt term bonds, which carry a 

fixed interest rate of 4.95% and mature October 1, 2040. The 
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tax-exempt bonds are secured by a series of Duke Energy Indiana's 

first mortgage bonds. 

In September 2009, Duke Energy Carolinas converted $77 

million of tax-exempt variable-rate demand bonds to tax-exempt term 

bonds, which carry a fixed interest rate of 3.60% and mature 

February 1, 2017. In connection with the conversion, the tax-exempt 

bonds were secured by a series of Duke Energy Carolinas' first 

mortgage bonds. 

In June 2009, Duke Energy Indiana refunded $55 million of 

tax-exempt variable-rate demand bonds through the issuance of $55 

million principal amount of tax-exempt term bonds due August 1, 

2039, which carry a fixed interest rate of 6.00% and are secured by 

a series of Duke Energy Indiana's first mortgage bonds. The refunded 

bonds were redeemed July 1, 2009. 

In January 2009, Duke Energy Indiana refunded $271 million 

of tax-exempt auction rate bonds through the issuance of $271 

million of tax-exempt variable-rate demand bonds, which are 

supported by direct-pay letters of credit, of which $144 million had 

initial rates of 0.7% reset on a weekly basis with $44 million 

maturing May 2035, $23 million maturing March 2031 and $77 

million maturing December 2039. The remaining $127 million had 

initial rates of 0.5% reset on a daily basis with $77 million maturing 

December 2039 and $50 million maturing October 2040. 

Non-Recourse Notes Payable of VIEs. 

As discussed further in Notes 1 and 17, effective January 1, 

2010, Duke Energy began consolidating Cinergy Receivables. To 

fund the purchase of receivables, Cinergy Receivables borrows from 

third parties and such borrowings fluctuate based on the amount of 

receivables sold to Cinergy Receivables. The borrowings are secured 

by the assets of Cinergy Receivables and are non-recourse to Duke 

Energy. The debt is short-term because the facility has an expiration 

date of October 2011; however, Duke Energy expects to extend that 

expiration by one year prior to its current expiration. At December 3 1 , 

2010, Cinergy Receivables borrowings were $216 million and are 

reflected as Non-Recourse Notes Payable of VIEs on Duke Energy's 

Consolidated Balance Sheets. 

Non-Recourse Long-Term Debt of VIEs. 

In May 2010, Green Frontier Wind Power, LLC, a subsidiary of 

DEGS, an indirect wholly-owned subsidiary of Duke Energy, entered 

into a long-term loan agreement for $325 million principal amount 

maturing in 2025. The collateral for this loan is a group of five wind 

farms located in Wyoming, Colorado and Pennsylvania. The initial 

interest rate on the notes is the six month adjusted London Interbank 

Offered Rate (LIBOR) plus an applicable margin. In connection with 

this debt issuance, DEGS entered into an interest rate swap to convert, 

thie substantial majority of the loan interest payments from a variable 

rate to a fixed rate of 3.4% plus the applicable margin, which was 

2.5% as of December 3 1 , 2010. Proceeds from the issuance will be 

used to help fund the existing wind portfolio. As this debt is 

non-recourse to Duke Energy, the balance at December 3 1 , 2010 is 

classified within Non-Recourse Long-term Debt of VIEs in Duke 

Energy's Consolidated Balance Sheets. 

In December 2010, Top ofthe Worid Wind Energy LLC, a 

subsidiary of DEGS, an indirect wholly-owned subsidiary of Duke 

Energy, entered into a long-term loan agreement for $193 million 

principal amount maturing in December 2028. The collateral for this 

loan is substantially all ofthe assets of Top ofthe Worid Windpower 

LLC. The initial interest rate on the notes is the six month adjusted 

LIBOR plus an applicable margin. In connection with this debt 

issuance, DEGS entered into an interest rate swap to convert the 

substantial majority of the loan interest payments from a variable rate 

to a fixed rate of 3.465% plus the applicable margin, which was 

2.375% as of December 31 , 2010. Proceeds from the issuance will 

be used to help fund the existing wind portfolio. 

Money Pool. 

The Subsidiary Registrants receive support for their short-term 

borrowing needs through participation with Duke Energy and other 

Duke Energy 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 pool is structured such that the Subsidiaty 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. Per the terms of 

the money pool arrangement, Duke Energy may loan funds to its 

participating subsidiaries, but may not borrow funds through the 

money pool. Accordingly, as the money pool activity is between Duke 

Energy and its wholly-owned subsidiaries, all money pool balances 

are eliminated within Duke Energy's Consolidated Balance Sheets. 

As of December 3 1 , 2010, Duke Energy Carolinas was in a net 

money pool receivable position of $39 million, of which $339 million 

is classified within Receivables and $300 million is classified within 

Long-term Debt in Duke Energy Carolinas' Consolidated Balance 

Sheets. As of December 31 , 2009, Duke Energy Carolinas was in a 

net money pool receivable position of $289 million, of which $589 

million is classified within Receivables and $300 million is classified 

within Long-term Debt in Duke Energy Carolinas' Consolidated 

Balance Sheets. 

As of December 3 1 , 2010 and 2009, Duke Energy Ohio had 

short-term money pool receivables of $480 million and $184 

million, respectively, which are classified within Receivables In Duke 

Energy Ohio's Consolidated Balance Sheets. 

As of December 3 1 , 2010, Duke Energy Indiana was in a net 

money pool payable position of $35 million, of which $115 million 

is classified within Receivables and $150 million is classified within 

Long-term Debt in Duke Energy Indiana's Consolidated Balance 

Sheets. As of December 3 1 , 2009, Duke Energy Indiana was in a 

net money pool payable position of $119 million, of which $31 
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million is classified within Receivables and $150 million is classified 

within Long-term Debt in Duke Energy Indiana's Consolidated 

Balance Sheets. 

Increases or decreases in money pool receivables are refiected 

within investing activities on the respective Subsidiary Registrants 

Consolidated Statements of Cash Flows, while increases or decreases 

in money pool borrowings are reflected within financing activities on 

the respective Subsidiary Registrants Consolidated Statements of 

Cash Flows. 

December 3 1 , 2010 and 2009, the $300 million outstanding 

balance of the credit facility was secured by $637 million and $556 

million, respectively, of accounts receivable held by DERF. The 

obligations of DERF under the credit facility are non-recourse to Duke 

Energy Carolinas. DERF meets the accounting definition of a VIE and 

is subject to the new accounting rules for consolidation and transfers 

of financial assets that were efl'ective January 1, 2010; however, the 

new accounting rules did not result in a substantial change to the 

accounting for DERF. See Note 17 for further information on VIEs. 

Accounts Receivable Securitization. 

Duke Energy Carolinas securitizes certain accounts receivable 

through Duke Energy Receivables Finance Company, LLC (DERF), a 

bankruptcy remote, special purpose subsidiary. DERF is a wholly-

owned limited liability company 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 creditfacility with a commercial paper conduit 

administered by Citibank, N.A., which terminates in August 2012. 

The credit facility and related securitization documentation contain 

several covenants, including covenants with respect to the accounts 

receivable held by DERF, as well as a covenant requiring that the 

ratio of Duke Energy Carolinas' consolidated indebtedness to Duke 

Energy Carolinas' consolidated capitalization not exceed 65%. As of 

December 3 1 , 2010 and 2009, the interest rate associated with the 

creditfacility, which is based on commercial paper rates, was 1.2% 

and 1.6%, respectively, and $300 million was outstanding underthe 

credit facility as of both December 31 , 2010 and 2009. The 

securitization transaction was not structured to meet the criteria for 

sale accounting treatment under the accounting guidance for 

transfers and sen/icing of financial assets and, accordingly, is refiected 

as a secured borrowing in the Consolidated Balance Sheets. As of 

Floating Rate Debt. 

Unsecured debt, secured debt and other debt includes floating-

rate instruments. Floating-rate instruments are primarily based on 

commercial paper rates or a spread relative to an index such as 

LIBOR for debt denominated in U.S. dollars. The following table 

shows floating rate debt by registrant as of December 31 , 2010 and 

2009: 

(in millions) 

Duke Energy(a) 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

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

The following table shows the average interest rate associated 

with fioating rate debt detailed in the table above by registrant as of 

December 3 1 , 2010 and 2009: 

December 31, 
2010 

$2,851 
695 
525 
502 

DecemberSl, 
2009 

$2,800 
795 
538 
694 

December 31, 
2010 

DecemberSl, 
2009 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

1.6% 
0.8% 
0.5% 
0.4% 

1.5% 
0.9% 
0.4% 
0.3% 

Maturities, Call Options and Acceleration Clauses. 

Annual Maturities as of December 3 1 , 2010 

(in millions) 
Duke Energy Duke Energy Duke Energy 

Duke Energy Carolinas Ohio Indiana 

2011 
2012 
2013 
2014 
2015 
Thereafter 

$ 275 
2,552 
1,563 
1,623 
1,207 
10,990 

$ 8 
1,778 
405 
45 
505 

5,029 

$ 7 
507 
265 
46 
5 

1,734 

$ 11 
155 
405 
5 
5 

2,891 

Total long-term debt, including current maturities $18,210 $7,770 $2,564 $3,472 
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The Duke Energy Registrants have the ability under certain debt 

facilities to call and repay the obligation prior to its scheduled 

maturity. Therefore, the actual timing of future cash repayments 

could be materially dWerent than the above as a result of Duke 

Energy Registrant's ability to repay these obligations prior to their 

scheduled maturity. 

Available Credit Facilities. 

The total capacity under Duke Energy's master credit facility, 

which expires in June 2012, is $3.14 billion. The creditfacility 

contains an option allowing borrowing up to the full amount of the 

facility on the day of initial expiration for up to one year. Duke Energy, 

Duke Energy Carolinas, Duke Energy Ohio, including Duke Energy 

Kentucky, and Duke Energy Indiana (collectively referred to as the 

borrowers), each have borrowing capacity under the master credit 

facilily up to specified sub limits for each borrower. However, Duke 

Energy has the unilateral ability to increase or decrease the borrowing 

sub limits of each borrower, subject to per borrower maximum cap 

limitations, at any time. See the table below for the borrowing sub 

limits for each ofthe borrowers as of DecemberSl, 2010. The 

amount available under the master credit facility has been reduced by 

the use of the master credit facility to backstop the issuances of 

commercial paper, letters of credit and certain tax-exempt bonds. 

Borrowing sub limits for Duke Energy Carolinas, Duke Energy Ohio, 

Duke Energy Kentucky, and Duke Energy Indiana are also reduced 

for amounts outstanding under the money pool arrangement. 

Master Credit Facility Summary as of December 3 1 , 2010 (in millions)(='<w 

Duke Energy Duke Energy Duke Energy 
Duke Energy Carolinas Ohio Indiana Total 

Facility Sizefc) 
Less: 
Notes Payable and Commercial Paper<* 
Outstanding Letters of Credit 
Tax-Exempt Bonds 

$1,097 $840 

— 
(11) 
(25) 

(300) 
(7) 

(95) 

$750 

(27) 
(84) 

$450 $3,137 

(150) (450) 
— (45) 

(81) (285) 

Available Capacit/ $1,061 $438 $639 $219 $2,357 

(a) This summaty only includes Duke Energy's master credit facility and, accordingly, excludes certain demand facilities and committed facilities that are insignificant in size or which 
generally support very specific requirements, which primarily 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 Consolidated Balance Sheets of the respective Duke Energy Registrant. 
Credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 65% for each borrower. 
Represents the sub limit of each bor70̂ Ner at December 31 , 2010. The Duke Energ/ Ohio sub limit is comprised of $550 million for Duke Energy Ohio and $100 million for Duke Energy 
Kentucky. 
Duke Energy Issued $450 million of Commercial Paper and loaned the proceeds through money pool to Duke Energy Carolinas and Duke Energy Indiana. 

At December 3 1 , 2010 and 2009, various tax-exempt bonds, 

commercial paper issuances and money pool borrowings were 

classified as Long-Term Debt on the Consolidated Balance Sheets. 

These tax-exempt bonds, commercial paper issuances and money 

pool borrowings, which are short-term obligations by nature, are 

classified as long-term due to Duke Energy's intent and ability to 

utilize such borrowings as long-term financing. As Duke Energy's 

master credit facility and other specific purpose credit facilities have 

non-cancelable terms in excess of one year as of the balance sheet 

date, Duke Energy has the ability to refinance these short-term 

obligations on a long-term basis. The following tables show short-

term obligations classified as long-term debt as of December 31 , 

2010 and 2009: 

Short-term obligations classified as long-term 

(In millions) 

Tax exempt bonds<='"''te'(* 
Notes Payable and Commercial paper<«' 
DERPO 

Total 

Duke Energy 

$ 632 
450 
300 

$1,382 

December 31 

Duke Energy 
Carolinas 

$ 95 
300 
300 

$695 

2010 

Duke Energy 
Ohio 

$161 

$161 

Duke Energy 
Indiana 

$352 
150 

$502 

(a) Ofthe $632 million of pollution control bonds outstanding at December 31 , 2010, at Duke Energy, the master credit facility served as a backstop for $311 million of these pollution 
control bonds (of which $27 million Is In the form of letters of credit), with the remaining balance backstopped by other specific long-term credit facilities separate from the master credit 
facility. 

(b) For Duke Energy Carolinas, the master credit facility served as a backstop for the $95 million of pollution control bonds outstanding at December 3 1 , 2010. 
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fc) 

(d) 

(e) 

Of the $161 million of tax-exempt bonds outstanding at December 3 1 , 2010 at Duke Energy Ohio, $111 million were backstopped by Duke Energy's master credit facility (of which $27 
million is in the form of letters of credit), with the remaining balance backstopped by other specific iong-term credit facilities separate from the master credit facility. 
Of the $352 million of tax-exempt bonds outstanding at December 3 1 , 2010 at Duke Energy Indiana, $81 million were backstopped by Duke Energy's master credit facility, with the ' 
remaining balance backstopped by other specific long-term credit facilities separate from the master credit facility. 
Duke Energy has issued $450 million in Commercial Paper, which is backstopped by the master credit facility, and the proceeds are In the form of loans through the money pool to Duke 
Energy Carolinas of $300 million and Duke Energy Indiana of $150 million as of December 3 1 , 2010. 
DERF is a short-term obligation backed by a credit facility which expires in August 2012. 

DecemberSl, 2009 

(in millions) 
Duke Energy Duke Energy Duke Energy 

Duke Energy Carolinas Ohio Indiana 

Tax exempt bonds'a'<'''fc"<« 
Notes Payable and Commercial paper<e' 
DERPi 
Drawdown under the Master Credit Facility'̂ ' 

706 
450 
300 
123 

$195 
300 
300 
— 

$134 $352 
150 

123 

Total $1,579 $795 $134 $625 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 
(g) 

Of the $706 million of pollution control bonds outstanding at December 3 1 , 2009 at Duke Energy, the master credit facility sen/ed as a backstop for $385 million of these pollution 
control bonds (of which $100 million Is in the form of letters of credit), with the remaining balance backstopped by other specific long-term credit facilities separate from the master credit 
facility. 
For Duke Energy Carolinas, the master credit facility served as a backstop forthe $195 million of pollution control bonds outstanding at DecemberSl, 2009 (of which $100 million Is in 
the form of letters of credit). 
Of the $134 million of tax-exempt bonds outstanding at DecemberSl, 2009 at Duke Energy Ohio, $84 million were backstopped by Duke Energy's master credit facility, with the 
remaining balance backstopped by other specific long-term credit facilities separate from the master credit facility. 
Of the $352 million of tax-exempt bonds outstanding at December 3 1 , 2009 at Duke Energy Indiana, $81 million were backstopped by Duke Energy's master credit facility, with the 
remaining balance backstopped by other specific long-term credit facilities separate from the master credit facility. 
Duke Energy has issued $450 million in Commercial Paper, which is backstopped by the master credit facility, and the proceeds are in the form of loans through the money pool to Duke 
Energy Carolinas of $300 million and Duke Energy Indiana of $150 millionasof DecemberSl, 2009. 
DERF is a short-term obligation backed by a credit facility which expires in August 2012. 
The borrowings under the master credit facility at Duke Energy Indiana was a revolving loan bearing Interest at one-month LIBOR plus an applicable spread of 19 basis points. Duke 
Energy Indiana has the Intent and ability to refinance this obligation on a long-term basis, either through renewal of the terms of the loan through the master credit facility, which has 
non-cancelable tenns in excess of one-year, or through issuance of long-term debt to replace the amount drawn under the master credit facility. 

in April 2010, Duke Energy and Duke Energy Carolinas entered 

into a new $200 million four-year unsecured revolving credit facility. 

Duke Energy and Duke Energy Carolinas are co-borrowers under this 

facility, with Duke Energy having a borrowing sub limit of $100 

million and Duke Energy Carolinas having no borrowing sub limit. 

Upon closing of the facility, Duke Energy made an initial borrowing of 

$75 million for general corporate purposes. 

in September 2008, Duke Energy Indiana and Duke Energy 

Kentucky collectively entered into a $330 million three-year letter of 

credit agreement with a syndicate of banks, under which Duke 

Energy Indiana and Duke Energy Kentucky may request the issuance 

of letters of credit up to $279 million and $51 million, respectively, 

on their behalf to support various series of variable rate demand 

bonds issued or to be issued on behalf of either Duke Energy Indiana 

or Duke Energy Kentucky. This credit facility, which is not part of 

Duke Energy's master credit facility, may not be used for any purpose 

other than to support the variable rate demand bonds issued by Duke 

Energy Indiana and Duke Energy Kentucky. 

Restrictive Debt Covenants. 

The Duke Energy Registrants' debt and credit agreements 

contain various financial and other covenants. Failure to meet those 

covenants beyond applicable grace periods could result in accelerated 

due dates and/or termination of the agreements. As of December 31 , 

2010, each of the Duke Energy Registrants was in compliance with 

all covenants related to its significant debt agreements. In addition, 

some credit agreements may allow for acceleration of payments or 

termination of the agreements due to nonpayment, or the 

acceleration of other significant indebtedness of the borrower or some 

of its subsidiaries. 

other Financing Matters. 

In September 2010, Duke Energy filed a registration statement 

(Form S-3) with the SEC. Under this Form S-3, which is uncapped, 

Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke 

Energy Indiana may issue debt and other securities in the future at 

amounts, prices and with terms to be determined at the time of future 

offerings. The registration statement also allows for the issuance of 

common stock by Duke Energy. 

At DecemberSl, 2010, $2.0 billion of debt issued by Duke 

Energy Carolinas was guaranteed by Duke Energy. 

other Loans. 

During 2010 and 2009, Duke Energy had loans outstanding 

against the cash surrender value of the life insurance policies that it 

owns on the lives of its executives. The amounts outstanding were 

$444 million as of December 31 , 2010 and $411 million as of 

December 31 , 2009. The amounts outstanding were carried as a 

reduction ofthe related cash surrender value that is included in Other 

within Investments and Other Assets on the Consolidated Balance 

Sheets. 
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7. GUARANTEES AND INDEMNIFICATIONS 

Duke Energy and its subsidiaries have various financial and 

performance guarantees and indemnifications which are issued in the 

normal course of business. As discussed below, these contracts 

include performance guarantees, stand-by letters of credit, debt 

guarantees, surety bonds and indemnifications. Duke Energy and its 

subsidiaries enter into these arrangements to facilitate commercial 

transactions with third parties by enhancing the value of the 

transaction to the third party. 

On January 2, 2007, Duke Energy completed the spin-off of its 

natural gas businesses to shareholders. Guarantees that were issued 

by Duke Energy, Cinergy or International Energy, or were assigned to 

Duke Energy prior to the spin-ofl" remained with Duke Energy 

subsequent to the spin-ofl". Guarantees issued by Spectra Energy 

Capital, LLC (Spectra Capital) or its affiliates prior to the spin-off 

remained with Spectra Capital subsequent to the spin-off, except for 

certain guarantees that are in the process of being assigned to Duke 

Energy. During this assignment period, Duke Energy has indemnified 

Spectra Capital against any losses incurred under these guarantee 

obligations. The maximum potential amount of future payments 

associated with the guarantees issued by Specfi-a Capital is $251 

million. 

Duke Energy has issued performance guarantees to customers 

and other third parties that guarantee the payment and performance 

of other parties, including certain non-wholly-owned entities, as well 

as guarantees of debt of certain non-consolidated entities and less 

than wholly-owned consolidated entities. If such entities were to 

default on payments or performance, Duke Energy would be required 

under the guarantees to make payments on the obligations of the less 

than wholly-owned entity. The maximum potential amountof future 

payments Duke Energy could have been required to make under 

these guarantees as of December 3 1 , 2010 was $290 million. Of 

this amount, $91 million relates to guarantees issued on behalf of 

less than wholly-owned consolidated entities, with the remainder 

related to guarantees issued on behalf of third parties and 

unconsolidated afi'iliates of Duke Energy. $321 million ofthe 

guarantees expire between 2012 and 2028, with the remaining 

performance guarantees having no contractual expiration. 

Included in the maximum potential amount of future payments 

discussed above is $40 million of maximum potential amounts of 

future payments associated with guarantees issued to customers or 

other third parties related to the payment or performance obligations 

of certain entities that were previously wholly-owned by Duke Energy 

but which have been sold to third parties, such as DukeSolutions, 

Inc. (DukeSolutions) and Duke Engineering & Services, Inc. (DE&S). 

These guarantees are primarily related to payment of lease 

obligations, debt obligations, and performance guarantees related to 

provision of goods and services. Duke Energy has received 

back-to-back indemnification from the buyer of DE&S indemnifying 

Duke Energy for any amounts paid related to the DE&S guarantees. 

Duke Energy also received indemnification from the buyer of 

DukeSolutions for the first $2.5 million paid by Duke Energy related 

to the DukeSolutions guarantees. Further, Duke Energy granted 

indemnification to the buyer of DukeSolutions with respect to losses 

arising under some energy ser̂ /ices agreements retained by 

DukeSolutions after the sale, provided that the buyer agreed to bear 

100% of the performance risk and 50% of any other risk up to an 

aggregate maximum of $2.5 million (less any amounts paid by the 

buyer underthe indemnity discussed above). Additionally, for certain 

performance guarantees, Duke Energy has recourse to subcontractors 

involved in providing services to a customer. These guarantees have 

various terms ranging from 2012 to 2021, with others having no 

specific term. 

Duke Energy has guaranteed certain issuers of surety bonds, , 

obligating itself to make payment upon the failure of a non-wholly-

owned entity to honor its obligations to a third party, as well as used 

bank-issued stand-by letters of credit to secure the performance of 

non-wholly-owned entities to a third party or customer. Under these 

arrangements, Duke Energy has payment obligations which are 

triggered by a draw by the third party or customer due to the failure of 

the non-wholly-owned entity to perform according to the terms of its 

underlying contract. Substantially all of these guarantees issued by 

Duke Energy relate to projects at Crescent that were under 

development at the time of the joint venture creation in 2006. 

Crescent filed Chapter 11 petitions in a U.S. Bankruptcy Court in 

June 2009. During 2009, Duke Energy determined that it was 

probable that it will be required to perform under certain of these 

guarantee obligations and recorded a charge of $26 million 

associated with these obligations, which represented Duke Energy's 

best estimate of its exposure under these guarantee obligations. At the 

time the charge was recorded, the face value of the guarantees was 

$70 million, which has since been reduced to $40 million as of 

December 3 1 , 2010 as Crescent continues to complete some of its 

obligations under these guarantees. 

Duke Energy has entered into various indemnification 

agreements related to purchase and sale agreements and other types 

of contractual agreements with vendors and other third parties.. These 

agreements typically cover environmental, tax, litigation and other 

matters, as well as breaches of representations, warranties and 

covenants. Typically, claims may be made by third parties for various 

periods of time, depending on the nature ofthe claim. Duke Energy's 

potential exposure under these indemnification agreements can range 

from a specified amount, such as the purchase price, to an unlimited 

dollar amount, depending on the nature of the claim and the 

particular transaction. Duke Energy is unable to estimate the total 

potential amount of future payments under these indemnification 

agreements due to several factors, such as the unlimited exposure 

under certain guarantees. 

At December 31 , 2010, the amounts recorded on the 

Consolidated Balance Sheets for the guarantees and indemnifications 

mentioned above, including performance guarantees associated with 
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projects at Crescent for which it is probable that Duke Energy will be 

required to perform, is $30 million. This amount is primarily recorded 

in Other within Deferred Credits and Other Liabilities on the 

Consolidated Balance Sheets. 

8 . JOINT OWNERSHIP OF GENERATING AND 

TRANSMISSION FACILITIES 

Duke Energy Carolinas, along with North Carolina Municipal 

Power Agency Number 1, North Carolina Electric Membership 

Corporation and Piedmont Municipal Power Agency, have joint 

ownership of Catawba Nuclear Station, which is a facility operated by 

Duke Energy Carolinas. As discussed in Note 3, in September 2008, 

Duke Energy paid $150 million for an additional 7% ownership 

interest in the Catawba Nuclear Station. 

Duke Energy Ohio, Columbus Southern Power Company, and 

Dayton Power & Light jointly own electric generating units and related 

transmission facilities in Ohio. Duke Energy Kentucky and Dayton 

Power & Light jointly own an electric generating unit. Duke Energy 

Ohio and Wabash Valley Power Association, Inc. (WVPA) jointly own 

Vermillion Station. Additionally, Duke Energy Indiana is a joint-owner 

of Gibson Station Unit No. 5 with WVPA and Indiana Municipal 

Power Agency (IMPA), as well as a joint-owner with WVPA and 

IMPA of certain Indiana transmission property and local facilities. 

These facilities constitute part ofthe integrated transmission and 

distribution systems, which are operated and maintained by Duke 

Energy Indiana. 

The Duke Energy registrant's share of jointly-owned planter 

facilities included on the DecemberSl, 2010 Consolidated Balance 

Sheets is as follows: 

(In millions) 
Ownership Property, Plant, Accumulated Construction Work 

Share and Equipment Depreciation in Progress 

Duke Energy 
Duke Energy Carolinas 

Production: 
Catawba Nuclear Station (Units 1 and 2)<a' 

Duke Energy Ohio 
Production: 

Miami Fort Station (Units 7 and 8)*' 
W.C. Beckjord Station (Unlt6)(W('« 
J.M. Stuart Stationfxc) 
Conesville Station (Unit4)»'(c) 
W.M. Zimmer Station":' 
Killen Station»'«:' 
Vermillion*' 

Transmission'̂ ' 
Duke Energy Kentucky 

Production: 
East Bend Station'̂ " 

Duke Energy Indiana 
Production: 

Gibson Station (Unit 5)(='' 
Transmission and local facilities'^' 

International Energy 
Production: 

Brazil — Canoas I and II 

19.25% 

69.0 

50.05 
Various 

47.1 

$ 883 

433 

329 
3,243 

373 

418 

64.0 
37.5 
39.0 
40.0 
46.5 
33.0 
75.0 

Various 

599 
— 

786 
302 

1,322 
302 
183 
104 

193 
— 

242 
61 

540 
135 
55 
52 

12 
— 
25 
11 
21 

1 
— 
2 

227 

153 
1,396 

94 

10 

(a) Included in USFE&G segment. 
(b) Included in Commercial Power segment. 
(c) Station Is not operated by Duke Energy Ohio. 
(d) During the second quarter of 2010, Duke Energy Ohio recorded an impairment charge to write-down its share of W.C. Beckjord Station to fair value. See Note 12 for further details. 

The Duke Energy registrant's share of revenues and operating costs of the above jointly owned generating facilities are included within the 

corresponding line on the Consolidated Statements of Operations. Each participant in the jointly owned facilities must provide its own financing. 

9. ASSET RETIREMENT OBLIGATIONS 

Asset retirement obligations, which represent legal obligations 

associated with the retirement of certain tangible long-lived assets, are 

computed as the present value of the projected costs for the future 

retirement of specific assets and are recognized in the period in which 

the liability is incurred, if a reasonable estimate of fair value can be 

made. The present value ofthe liability is added to the carrying 

amount ofthe associated asset in the period the liability is incurred 

and this additional carrying amount is depreciated over the remaining 

life ofthe asset. Subsequent to the initial recognition, the liability is 

adjusted for any revisions to the estimated future cash fiows 
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associated with the asset retirement obligation (with corresponding 

adjustments to property, plant, and equipment), which can occur 

due to a number of factors including, but not limited to, cost 

escalation, changes in technology applicable to the assets to be 

retired and changes in federal, state or local regulations, as well as for 

accretion ofthe liability due to the passage of time until the obligation 

is settled. Depreciation expense is adjusted prospectively for any 

increases or decreases to the cartying amount of the associated asset. 

The recognition of asset retirement obligations has no impact on the 

earnings of Duke Energy's regulated electric operations as the efi'ects 

of the recognition and subsequent accounting for an asset retirement 

obligation are ofi'set by the establishment of regulatory assets and 

liabilities pursuant to regulatory accounting. 

Asset retirement obligations recognized by Duke Energy relate 

primarily to the decommissioning of nuclear power facilities, asbestos 

removal, closure of landfills and removal of wind generation assets. 

Asset retirement obligations recognized by Duke Energy Carolinas 

relate primarily to the decommissioning of nuclear power facilities, 

asbestos I'emoval and closure of landfills at fossil generation facilities. 

Asset retirement obligations at Duke Energy Ohio relate primarily to 

the retirement of gas mains, asbestos abatement at certain generating 

stations and closure and post-closure activities of landfills. Asset 

retirement obligations at Duke Energy Indiana relate primarily to 

obligations associated with future astiestos abatement at certain 

generating stations. Certain of the Duke Energy Registrants' assets 

have an indeterminate life, such as transmission and distribution 

facilities and thus the fair value ofthe retirement obligation is not 

reasonably estimable. A liability for these asset retirement obligations 

will be recorded when a fair value is determinable. 

The following tables present the changes to the liability 

associated with asset retirement obligations for the Duke Energy 

Registrants during the years ended DecemberSl, 2010 and 2009: 

December 31, 2010 

(in millions) Duke Energy 
Duke Energy 

Carolinas 
Duke Energy 

Ohio 
Duke Energy 

Indiana 

Balance as of January 1, 
Accretion expense'̂ ' 
Correction of prior year error<''' 
Liabilities seti:led 
Revisions in estimates of cash flows 
Uabilities Incurred In the current year 
Other 

3,185 
97 

(1,465) 
(10) 

(8) 
12 
5 

$ 3,098 
93 

(1,465) 
(7) 
(1) 
5 
5 

$36 
1 

(10) 

$42 
2 

(3) 
4 
1 

Balance as of December 31, $ 1,816 $ 1,728 $27 $46 

(a) Substantially all of the accretion expense for the years ended DecemberSl, 2010 relate to Duke Energy's regulated electric operations and has been deferred in accordance with 
regulatoty accounting treatment, as discussed above. 

(b) As dixussed In Note 1, In the second quarter of 2010, Duke Energy Carolinas recorded a $1.5 billion correction of an error to reduce the nuclear decommissioning asset retirement 
obligation liability, with offsetting Impacts to regulatoty assets and property, plant and equipment. This correction had no impact on Duke Energy Carolines' equity, results of operations or 
cashflows. 

DecemberSl, 2009 

(in millions) Duke Energy 

$2,567 
200 
389 
35 
(6) 

Duke Energy 
Carolinas 

$2,509 
196 
385 

13 
(5) 

Duke Energy 
Ohio 

$33 
2 

— 
1 

— 

Duke Energy 
Indiana 

$24 
1 
2 

15 
— 

Balance as of January 1, 
Accretion expense'̂ ' 
Revisions in estimates of cash flows""' 
Liabilities incurred In the current year 
Other 

Balance as of December 31, $3,185 $3,098 $36 $42 

(a) 

(b) 

Substantially all of the accretion expense for the years ended DecemberSl, 2009 relate to Duke Energy's regulated electric operations and has been deferred in accordance with 
regulatoty accounting treatment, as discussed above. 
As discussed below, Duke Energy Carolinas updates Its nuclear decommissioning costs study evety five years as required by the NCUC and PSCSC. The Increase in the revisions to 
estimated cash flows primarily relates to the Increase in estimated cost of decommissioning Duke Energy Carolinas' nuclear units. Approximately half of the increase from 2008 in the 
nuclear decommissioning cost estimates is due to increased labor costs since the last cost study In 2003. The change in the credit-adjusted risk-free rate since the 2003 study also 
Impacted the determination of the asset retirement obligation liability associated with nuclear decommissioning. 

Duke Energy's regulated electric and regulated natural gas 

operations accrue costs of removal for property that do not have an 

associated legal retirement obligation based on regulatory orders from 

the various state commissions. These costs of removal are recorded 

as a regulatory liability in accordance with regulatory treatment. Duke 

Energy does not accrue the estimated cost of removal for any 

non-regulated assets (including Duke Energy Ohio's generation 

assets). See Note 4 for the estimated cost of removal for assets 

without an associated legal retirement obligation, which are included 

in Other Deferred Credits and Other Liabilities on the Consolidated 

Balance Sheets as of December 3 1 , 2010 and 2009. 
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Nuclear Decommissioning Costs. 

In 2005 and again in 2009 and 2010, the NCUC and PSCSC, 

respectively approved a $48 million annual amount for contributions 

and expense levels for decommissioning. In each of the years ended 

December 31 , 2010, 2009 and 2008, Duke Energy Carolinas 

expensed $48 mlHIon and contributed cash of $48 million to the 

NDTF for decommissioning costs. These amounts are presented in 

the Consolidated Statements of Cash Flows in Purchases of 

Available-For-Sale Securities within Net Cash Used in Investing 

Activities. The entire amount of these contributions were to the fijnds 

reserved for contaminated costs as contributions to the funds reserved 

for non-contaminated costs have been discontinued since the current 

estimates indicate existing funds to be sufficient to cover projected 

future costs. Both the NCUC and the PSCSC have allowed Duke 

Energy Carolinas to recover estimated decommissioning costs through 

retail rates over the expected remaining service periods of Duke 

Energy Carolinas' nuclear stations. Duke Energy Carolinas believes 

that the decommissioning costs being recovered through rates, when 

coupled with expected fund earnings, will be sufl'icient to provide for 

the cost of future decommissioning. 

The balance of the NDTF, which are reflected as NDTF within 

Investments and Other Assets in the Consolidated Balance Sheets, 

was $2,014 million as of December 31, 2010 and $1,765 million 

as of December 31 , 2009. The increase in the value of the NDTF 

during 2010 Is due to higher overall returns in the equity and debt 

markets combined with the $48 million annual contributions made 

to the contaminated funds during 2010. The fair value of assets 

legally restricted for the purpose of settling asset retirement obligations 

associated with nuclear decommissioning was $1,744 million as of 

December 31 , 2010 and $1,530 million as of December 31, 2009. 

As the NCUC and the PSCSC require that Duke Energy 

Carolinas update its cost estimate for decommissioning its nuclear 

plants every five years, new site-specific nuclear decommissioning 

cost studies were completed in January 2009 that showed total 

estimated nuclear decommissioning costs, including the cost to 

decommission plant components not subject to radioactive 

contamination, of $3 billion In 2008 dollars. This estimate includes 

Duke Energy Carolinas' 19.25% ownership interest in the Catawba 

Nuclear Station. The other joint owners of Catawba Nuclear Station 

are responsible for decommissioning costs related to their ownership 

interests in the station. The previous study, completed in 2004, 

estimated total nuclear decommissioning costs, including the cost to 

decommission plant components not subject to radioactive 

contamination, of $2.3 billion in 2003 dollars. 

Duke Energy Carolinas flled these site-specific nuclear 

decommissioning cost studies with the NCUC and the PSCSC in 

conjunction with various rate case tilings. In addition to the 

decommissioning cost studies, a new funding study was completed 

and indicates the current annual funding requirement of $48 million 

is sufl'lcient to cover the estimated decommissioning costs. Duke 

Energy Carolinas received an order from the NCUC on its rate case 

filing on December 7, 2009, and the PSCSC accepted a settlement 

agreement on Duke Energy Carolinas' rate case on January 20, 

2010. Both the NCUC and the PSCSC approved the existing $48 

million annual funding level for nuclear decommissioning costs. 

The operating licenses for Duke Energy Carolines' nuclear units 

are subject to extension. In December 2003, Duke Energy Carolinas 

was granted renewed operating licenses for Catawba Nuclear Station 

Units 1 and 2 until 2043 and McGuire Nuclear Station Units 1 and 

2 until 2041 and 2043, respectively. In 2000, Duke Energy 

Carolinas was granted a renewed operating license for the Oconee 

Nuclear Station Units 1 and 2 until 2033 and Unit 3 until 2034. 
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INC. • DUKE ENERGY INDIANA, INC. 

10. PROPERTY, PLANT AND EQUIPMENT 

Estimated 
(in millions) Useful Life Duke Energy 

December 3 1 , 2010 

Duke Energy Duke Energy 
Carolinas Ohio 

Duke Energy 
Indiana 

(Years) 
Land's' 
Plant — Regulated 

Electric generation, distribution and transmission'^' 
Natural gas transmission and distribution'^' 
Other buildings and improvements'^' 

Plant — Unregulated 
Electric generation, distribution and transmission'^' 
Other buildings and improvements'^' 

Nuclear fuel 
Equipmenfa' 
Vehicles'^' 
Construction in process'^' 
Other<»> 

$ 743 $ 357 $ 133 $ 89 

8-125 
12-60 

25-100 

8-100 
20-90 

— 
3 - 3 3 
5 -26 

— 
5-33 

36,744 
1,815 

610 

5,256 
2,108 
1,176 

718 
75 

7,015 
2,279 

24,980 
— 

366 

1 
1,176 

166 
13 

3,677 
455 

3,483 
1,815 

111 

3,960 
188 

— 
147 

— 
182 
240 

8,282 
— 

132 

, 
— 
— 

128 
— 

2,426 
156 

Total property, plant and equipment 

Total accumulated depreciation — regulated*''.'':' 
Total accumulated depreciation — unregulated''^"'* 

58,539 
(16,273) 
(1,922) 

31,191 
(11,126) 

10,259 
(1,832) 
(579) 

11,213 
(3,341) 

Total net property, plant and equipment $ 40,344 $ 20,065 $ 7,848 $ 7,872 

(a) Includes capitalized leases of $414 million, $134 million, and $53 million at Duke Energy, Duke Energy Ohio, and Duke Energy Indiana, respectively. 
(b) Includes $667 million of accumulated amortization of nuclear fuel at Duke Energy and Duke Energy Carolinas. 
(c) Includes accumulated amortization of capitalized leases of $31 million, $17 million and $10 million at Duke Energy, Duke Energy Ohio, and Duke Energy Indiana, respectively. 
(d) lncludesaccumulateddepreciatlonofVlEsof$45milllonatDecember31, 2010. 

DecemberSl, 2009 

(in millions) 
Estimated Duke Energy Duke Energy Duke Energy 

Useful Life Duke Energy Carolinas Ohio Indiana 

(Years) 
Land 
Plant — Regulated 

Electric generation, distribution and transmission'^' 
Natural gas transmission and distribution 
Other buildings and improvements'^' 

Plant — Unregulated 

Electric generation, distribution and transmission'^' 
Other buildings and improvements'a' 

Nuclear fuel 
Equipmenfa' 
Vehicles 

Construction in process 
0ther<2' 

$ 725 342 134 

8-125 
12-60 

25-100 

8-100 
20-90 

— 
4 - 3 3 
5-26 

— 
5-33 

35,983 
1,694 

617 

5,120 
1,855 
1,079 

799 
77 

5,336 
2,077 

24,450 
• — 

364 

— 
— 

1,079 
173 

14 
3,083 

412 

3,376 
1,694 

129 

4,230 
190 

— 
.89 
— 

210 
191 

8,157 
— 

124 

— 
— 
— 

117 
— 

1,433 
136 

Total property, plant and equipment 
Total accumulated depreciation — regulated'^. '<=' 
Total accumulated depreciation — unregulated^' 

55,362 
(15,526) 
(1,1 

29,917 
(10,692) 

10,243 
(1,726) 
(653) 

10,055 
(3,129) 

Total net property, plant and equipment $ 37,950 $ 19,225 $ 7,864 $ 6,926 

(a) Includes capitalized leases of $384 million, $111 million, and $50 million at Duke Energy, Duke Energy Ohio, and Duke Energy Indiana, respectively. 
(b) Includes $603 million of accumulated amortization of nuclear fuel at Duke Energy and Duke Energy Carolinas. 
(c) Includes accumulated amortization of capitalized leases of $20 million, $11 million and $8 million at Duke Energy, Duke Energy Ohio, and Duke Energy Indiana, respectively. 
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The follow/ing table presents capitalized interest, which includes 

the debt component of AFUDC, for the years ended December 31 , 

2010, 2009, and 2008 respectively: 

Years Ended DecemberSl, 

(in millions) 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

2010 

$167 
83 

8 
19 

2009 

$102 
65 
4 

13 

2008 

$93 
45 
19 
10 

1 1 . OTHER INCOMEAND EXPENSES, NET. 

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

2010, 2009 and 2008 are as follows.-

Duke Energy 

(In millions) 

lncome/(Expense): 
Interest income 

Foreign exchange gains (losses)'^' 
AFUDC equity 
Deferred returns 

Impairments of available-for-sale 
securities"'' 

Other 

Total 

(a) Primarily relates to International Energy's 
balances Into the functional currency, 

(b) In 2008, Duke Energy recorded a pre-ta; 
credit risk of certain investments in auctii 

Duke Energy C^arolinas 

(In millions) 

lncome/(Expense): 
Interest income 
AFUDC equity 
Deferred returns 
Other 

Total 

For the years ended December 3 1 , 

2010 

$ 67 
1 

234 

15 

53 

$370 

2009 

$ 77 
23 

153 

(7) 

38 

$284 

2008 

$130 
(20) 
148 

(11) 

(13) 
(2) 

$232 

remeasurement of certain cash and debt 

< impairment charge to earnings related to the 
DO rate debt securities. 

For the years ended December 3 1 , 

2010 

$ 23 
174 
15 

— 
$212 

2009 

$ 6 
125 

(7) 
(2) 

$122 

2008 

$ 15 
95 
(11) 

(1) 

$98 

Duke Energy Ohio 

(In millions) 

IncomeAExpense): 

Interest income 
AFUDC equity 
Other 

Total 

Duke Energy Indiana 

(in millions) 

IncomeAExpense) 
Interest income 
AFUDC equity 
Other 

Total 

For the years 

2010 

$18 
4 
3 

$25 

For the years 

2010 

$14 
56 

$70 

ended DecemberSl, 

2009 2008 

$10 $ 27 
(2) 7 
3 — 

$11 $ 34 

ended DecemberSl, 

2009 2008 

$14 $21 
29 46 
(5) 3 

$38 $70 
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12. GOODWILL, INTANGIBLE ASSETS AND 
IMPAIRMENTS 

Goodwill. 

The following table shows goodwill by reportable segment for 

Duke Energy and Duke Energy Ohio at December 31 , 2010 and 

2009: 

Duke Energy 
(In millions) 

Commercial International 
USFE&G Power Energ/ Total 

Balance at December 31, 
2009: 

Goodwill 
Accumulated Impairment 

Charges 

$3,483 £940 

(371) 

$298 $4,721 

— (371) 

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

Impairment Charges 
Foreign Exchange and Other 

Changes 

3,483 569 
(500) 

298 4,350 
— (500) 

Balance as of December 31, 
2010: 

Goodwill 3,483 
Accumulated Impairment 

Charges — 

940 306 4,729 

(871) — (871) 

Balance at December 31, 
2010, as adjusted for 
accumulated impairment 
charges $3,483 $ 69 $306 $3,858 

Duke Energy Ohio 
(in millions) 

Balance at December 31, 2009: 
Goodwill 
Accumulated Impairment Charges 

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

Impairment Charges 

Balance as of December 31, 2010: 
Goodwill 
Accumulated Impairment Charges 

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

USFE&G 

$1,137 
— 

1,137 
(216) 

1,137 
(216) 

$ 921 

Commercial 
Power 

$ 1,188 
(727) 

461 
(461) 

1,188 
(1,188) 

$ -

Total 

$ 2,325 
(727) 

1,598 
(677) 

2,325 
(1,404) 

$ 921 

Duke Energy. 

Duke Energy is required to perform an annual goodwill 

Impairment test as ofthe same date each year and, accordingly, 

performs its annual impairment testing of goodwill as of August 31 . 

Duke Energy updates the test between annual tests if events or 

circumstances occur that would more likely than not reduce the fair 

value of a reporting unit below its carrying value. 

In the second quarter of 2010, based on circumstances 

discussed below, management determined that it was more likely 

than not that the fair value of Commercial Power's non-regulated 

Midwest generation reporting unit was below its respective carrying 

value. Accordingly, an interim impairment test was performed for this 

reporting unit. Determination of reporting unit fair value was based on 

a combination ofthe income approach, which estimates the fair 

value of Duke Energy's reporting units based on discounted future 

cash flows, and the market approach, which estimates the fair value 

of Duke Energy's reporting units based on market comparables within 

the utility and energy industries. Based on completion of step one of 

the second quarter 2010 impairment analysis, management 

determined that the fair value of Commercial Power's non-regulated 

Midwest generation reporting unit was less than its carrying value, 

which included goodwill of $500 million. 

Commercial Power's non-regulated Midwest generation 

reporting unit includes neariy 4,000 MW of primarily coal-fired 

generation capacity in Ohio which is dedicated underthe ESP 

through December 3 1 , 2011. These assets also generate revenues 

through sales outside the ESP load customer base if circumstances 

arise that result in availability of excess capacity. Additionally, this 

reporting unit has approximately 3,600 MW of gas-fired generation 

capacity in Ohio, Pennsylvania, Illinois and Indiana which provides 

generation to unregulated energy markets in the Midwest. The 

businesses within Commercial Power's non-regulated Midwest 

generation reporting unit operate in market structures that are, for the 

most part, unregulated and allow for customer choice among 

suppliers. As a result, the operations within this reporting unit are 

subjected to competitive pressures that do not exist in any of Duke 

Energy's regulated j u risd lotions. 

Commercial Power's other businesses, including the renewable 

generation assets, are in a separate reporting unit for goodwill 

impairment testing purposes. No impairment exists with respect to 

Commercial Power's renewable generation assets. 

The fair value of Commercial Power's non-regulated Midwest 

generation reporting unit is impacted by a multitude of factors, 

including current and forecasted customer demand, forecasted power 

and commodity prices, uncertainty of environmental costs, 

competition, the cost of capital, valuation of peer companies and 

regulatory and legislative developments. Management's assumptions 

and views of these factors continually evolve, and certain views and 

assumptions used in determining the fair value of the reporting unit in 

the 2010 interim impairment test changed significantly from those 

used in the 2009 annual impairment test. These factors had a 

significant impact on the valuation of Commercial Power's 

non-regulated Midwest generation reporting unit. More specifically, 

the following factors significantly impacted management's valuation 

ofthe reporting unit: 

• Sustained lower fom/ard power prices — Ohio, Duke Energy 

provides power to retail customers under the ESP, which 

utilizes rates approved by the PUCO through 2011. These 
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rates are currently above market prices for generation services, 

resulting in customers switching to other generation providers. 

Duke Energy Ohio will reset its Standard Service Offer for retail 

load customers for generation effective January 1, 2012. 

Given forward power prices, which have declined from the 

time of the 2009 impairment, it is likely that the generation 

margin earned in 2012-2015 will be lower than present 

levels. 

• Potentially more stringent environmental regulations from the 

U.S. EPA — In May and July of 2010, the EPA issued 

proposed rules associated with the regulation of CCRs to 

address risks from the disposal of CCRs (e.g., ash ponds) and 

to limit the interstate transport of emissions of NO^ and SO2. 

These proposed regulations, along with other pending EPA 

regulations, could result in significant expenditures for coal 

fired generation plants, and could result in the early retirement 

of certain generation assets, which do not currently have 

control equipment for NO x and SO2, as soon as 2015. 

• Customer switching — ESP customers have increasingly 

selected alternative generation service providers, as allowed by 

Ohio legislation, which further erodes margins on sales. In the 

second quarter of 2010, Duke Energy Ohio's residential class 

became the target of an intense marketing campaign offering 

significant discounts to residential customers that switch to 

alternate power suppliers. Customer switching levels were at 

approximately 55% at June 30, 2010 compared to 

approximately 29% in the third quarter of 2009. 

As a result of the factors above, a non-cash goodwill impairment 

charge of $500 million was recorded during the second quarter of 

2010. This impairment charge represented the entire remaining 

goodwill balance for Commercial Power's non-regulated Midwest 

generation reporting unit. In addition to the goodwill impairment 

charge, and as a result of factors similar to those described above. 

Commercial Power recorded $160 million of pre-tax impairment 

charges related to certain generating assets and emission allowances 

primarily associated with these generation assets in the Midwest to 

write-down the value of these assets to their estimated fair value. The 

generation assets that were subject to this impairment charge were 

those coal-fired generating assets that do not have certain 

environmental emissions conti'ol equipment, causing these 

generation assets to be heavily impacted by the EPA's proposed rules 

on emissions of NO^ and SOj. These impairment charges are 

recorded in Goodwill and Other Impairment Charges on Duke 

Energy's Consolidated Statement of Operations. 

During 2009, in connection with the annual goodwill 

impairment test, Duke Energy recorded an approximate $371 million 

impairment charge to write-down the carrying value of Commercial 

Power's non-regulated Midwest generation reporting unit to its 

implied fair value. Additionally, in 2009 and as a result of factors 

similar to those described above. Commercial Power recorded $42 

million of pre-tax impairment charges related to certain generating 

assets in the Midwest to write-down the value of these assets to their 

estimated fair value. These impairment charges are recorded in 

Goodwill and Other Impairment Charges on Duke Energy's 

Ctonsolidated Statement of Operations. As management is not aware 

of any recent market transactions for comparable assets with 

sufficient transparency to develop a market approach fair value, Duke 

Energy relied heavily on the income approach to estimate the fair 

value of the impaired assets. 

The fair value of Commercial Power's non-regulated Midwest 

generation reporting unit in 2009 was impacted by a multitude of 

factors, including current and forecasted customer demand, current 

and forecasted power and commodity prices, impact of the economy 

on discount rates, valuation of peer companies, competition, and 

regulatory and legislative developments. These factors had a 

significant impact on the risk-adjusted discount rate and other inputs 

used to value the non-regulated Midwest generation reporting unit. 

More specifically, as of August 31 , 2009, the following factors 

slgnificantiy impacted management's valuation of the reporting unit 

that consequently resulted in an approximate $371 million non-cash 

goodwill impairment charge during tine third quarter of 2009: 

• Decline In load (electricity demand) forecast — As a result of 

lower demand due to the continuing economic recession, 

forecasts evolved throughout 2009 that indicate that lower 

demand levels may persist longer than previously anticipated. 

The potential for prolonged suppressed sales growth, lower 

sales volume forecasts and greater uncertainty with respect to 

sales volume forecasts had a significant impact to the 

valuation of tiiis reporting unit. 

• Depressed market power prices — Low natural gas and coal 

prices have put downward pressure on market prices for 

power. As the economic recession continued throughout 

2009, demand for power remained low and market prices 

were at lower levels than previously forecasted. In Ohio, Duke 

Energy provides power to retail customers under the ESP, 

which utilizes rates approved bythe PUCO through 2011. 

These rates are currently above market prices for generation 

services. The current low levels of market prices impact price 

forecasts and places uncertainty over the pricing of power after 

the expiration of the ESP at the end of 2011. Additionally, 

customers have recently begun to select alternative energy 

generation service providers, as allowed by Ohio legislation, 

which further erodes margins on sales. 

• Carbon legislation/regulation developments — On June 26, 

2009, the U.S. House of Representatives passed The 

American Clean Energy and Security Act of 2009 (ACES) to 

encourage the development of clean energy sources and 

reduce greenhouse gas emissions. The ACES would create an 

economy-wide cap and trade program for large sources of 

greenhouse gas emissions. In September 2009, the U.S. 
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Senate made significant progress toward their own version of 

climate legislation and, also in 2009, the EPA began actions 

that could lead to its regulation of greenhouse gas emissions 

absent carbon legislation. Climate legislation has the potential 

to slgnificantiy increase the costs of coal and other carbon-

intensive electricity generation throughout the U.S., which 

could impact the value of the coal fired generating plants, 

particulariy in non-regulated environments. 

The fair values of Commercial Power's non-regulated Midwest 

generation reporting unit and generating assets for which 

impairments were recorded were determined using significant 

unobservable inputs (i.e.. Level 3 inputs) as defined by the 

accounting guidance for fair value measurements. 

Duke Energy completed its annual goodwill impairment test for 

all reporting units as of August 31 , 2010, and determined that no 

additional impairments exist. 

Duke Energy Ohio. 

In the second quarter of 2010, based on circumstances 

discussed above for Duke Energy, management determined that is 

was more likely than not that the fair value of Duke Energy Ohio's 

non-regulated Midwest generation reporting unit was less than its 

carrying value. Accordingly, Duke Energy Ohio also impaired its entire 

goodwill balance of $461 million related to this reporting unit during 

the second quarter of 2010. Also, as discussed above, Duke Energy 

Ohio recorded $160 million of pre-tax impairment charges related to 

certain generating assets and emission allowances primarily 

associated with these generation assets in the Midwest to write-down 

the value of these assets to their estimated fair value. 

In the second quarter of 2010, goodwill for Ohio Transmission 

and Distribution (Ohio T&D) was also analyzed. The fair value of the 

Ohio T&D reporting unit is impacted by a multitude of factors, 

including current and forecasted customer demand, discount rates, 

valuation of peer companies, and regulatory and legislative 

developments. Management periodically updates the load forecasts to 

reflect current trends and expectations based on the current 

environment and future assumptions. The spring and summer 2010 

load forecast indicated that load will not return to 2007 weather-

normalized levels for several more years. Based on the results of the 

second quarter 2010 impairment analysis, the fair value of the Ohio 

T&D reporting unit was $216 million below its book value at Duke 

Energy Ohio and $40 million higher than its book value at Duke 

Energy. Accordingly, this goodwill impairment charge was only 

recorded by Duke Energy Ohio. 

The fair value of Duke Energy Ohio's Ohio T&D reporting unit for 

which an impairment was recorded was determined using significant 

unobservable inputs (i.e., Level 3 inputs) as defined bythe 

accounting guidance for fair value measurements. 

Forthe same reasons discussed above, during 2009, in 

connection with the annual goodwill impairment test, Duke Energy 

Ohio recorded an approximate $727 million goodwill impairment 

charge to write-down the carrying value of Duke Energy Ohio's 

non-regulated Midwest generation reporting unit to its implied fair 

value. Additionally, in 2009 and as a result of factors similar to those 

described above, Duke Energy Ohio recorded $42 million of pre-tax 

impairment charges related to certain non-regulated generating assets 

in the Midwest to write-down the value of these assets to their 

estimated fair value. 

As management is not aware of any recent market transactions 

for comparable assets with sufficient transparency to develop a 

market approach fair value, Duke Energy Ohio relied heavily on the 

income approach to estimate the fair value of the impaired assets. 

All ofthe above impairment charges are recorded in Goodwill 

and Other Impairment Charges on Duke Energy Ohio's Consolidated 

Statements of Operations. 

Duke Energy Ohio completed its annual goodwill impairment 

test for all reporting units as of August 3 1 , 2010, and determined 

that no additional impairments'exist. 

Intangibles. 

The carrying amount and accumulated amortization of 

intangible assets as of December 31 , 2010 and 2009 are as follows: 

(in millions) 

Emission allowances 
Gas, coal and power contracts 
Wind development rights 
Other 

Total gross carrying 
amount 

Accumulated amortization — 
gas, coal and power 
contracts 

Accumulated amortization — 
wind development rights 

Accumulated amortization — 
other 

Total accumulated 
amortization 

Total intangible assets, net 

December 31, 2010 

Duke Energy 

$175 
295 
119 
71 

660 

(157) 

(5) 

(31) 

(193) 

$467 

Duke Energy Duke Energy 
Ohio 

$ 125 
271 

— 
9 

405 

(148) 

— 

(9) 

(157) 

$248 

Indiana 

$49 
24 

— 
— 

73 

(9) 

— 

— 

(9) 

$64 

DUKE ENERGY CORPORATION / 2010 FORM lO-K 161 



PART 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGYOHIO, INC. DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

DecemberSl, 2009 

(in millions) Duke Energy 
Duke Energy 

Ohio 
Duke Energy 

Indiana 

Emission allowances 
Gas, coal and power 

contracts 
Wind development rights 
Other 

274 

296 
127 
66 

^ 9 1 

271 

9 

82 

24 

Total gross carrying 
amount 763 471 106 

Accumulated 
amortization — gas, 
coal and power 
contracts 

Accumulated 
amortization — wind 
development rights 

Accumulated 

(140) 

(2) 

(132) (8) 

amortization — other 

Total accumulated 
amortization 

Total intangible assets, 
net 

(28) 

(170) 

$593 

(7) 

(139) 

$332 

— 

(8) 

$ 98 

Emission allowances in the tables above include emission 

allowances acquired by Duke Energy as part of its merger with 

Cinergy, which were recorded at the then fair value on the date ofthe 

merger in April 2006, and emission allowances purchased by Duke 

Energy. Additionally, Duke Energy is allocated certain zero cost 

emission allowances on an annual basis. 

The change in the gross carrying value of emission allowances 

during the years ended December 31 , 2010 and 2009 are as 

follows: 

December 31, 2010 

(in millions) 
Duke Energy Duke Energy 

Duke Energy Ohio Indiana 

Gross carrying value at 
beginning of period 

Purchases of emission 
allowances 

Sales and consumption of 
emission allowances'̂ '*' 

Impairment of emission 
allowances 

Other changes 

$274 

14 

(66) 

(47) 

$191 

12 

(31) 

(47) 

$82 

1 

(34) 

Gross carrying value at end of 
period $175 $125 $49 

December 31, 2009 

(in millions) 
Duke Energy Duke Energy 

Duke Energy Ohio Indiana 

Gross carrying value at 
beginning of period 

Purchases of emission 
allowances 

Sales and consumption of 
emission allowances'̂ '*' 

Other changes 

UOO 

93 

(120) 
1 

$239 

25 

(75) 
2 

$59 

68 

(45) 

Gross carrying value at end of 
period .274 $191 $82 

(a) Carrying value of emission allowances are recognized via a charge to expense when 
consumed. 

(b) See Note 3 for a discussion of gains and losses on sales of emission allovvances by 
U.S. Franchised Electric and Gas and Commercial Power. 

Amortization expense for gas, coal and power contracts, wind 

development rights and other intangible assets for the years ended 

December 3 1 , 2010, 2009 and 2008 was: 

(in millions) 2010 2009 2008 

Duke Energy 
Duke Energy Ohio 
Duke Energy Indiana 

$24 $25 $27 
20 23 22 

1 1 1 

The table below shows the expected amortization expense for 

the next five years for intangible assets as of December 31 , 2010. 

The expected amortization expense includes estimates of emission 

allowances consumption and estimates of consumption of 

commodities such as gas and coal under existing contracts, as well 

as estimated amortization related to the wind development projects 

acquired from Catamount. The amortization amounts discussed 

below are estimates and actual amounts may differ from these 

estimates due to such factors as changes in consumption patterns, 

sales or impairments of emission allowances or other intangible 

assets, delays in the in-service dates of wind assets, additional 

intangible acquisitions and other events. 

Amortization Expense 

(in millions) 

Duke Energy 
Duke Energy Ohio 
Duke Energy Indiana 

2011 

$86 
31 
51 

2012 

$27 
22 

1 

2013 

$24 
19 
1 

2014 

$21 
16 

1 

2015 

$87 
81 

1 

As discussed in Note 3, Duke Energy completed the acquisition 

of Catamount in September 2008, resulting in the recognition of 

$117 million of intangible assets related to wind farm development 

rights. Of this amount, a portion ofthe intangible asset value was 

assigned to projects that Duke Energy disposed of through sale during 

the year ended December 31 , 2009. The Intangible assets recorded 

in connection with the Catamount acquisition primarily represent land 
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use rights and interconnection agreements acquired by Duke Energy 

as part ofthe purchase price. Since these intangible assets relate to 

development projects for which final decisions related to construction 

and operation have not been made, Duke Energy will continue to 

evaluate the carrying value of these intangible assets for recovery. In 

any period in which a final decision has been made to not pursue 

construction and operation of a specific development project, the 

carrying value of intangible assets assigned to the related project will 

be charged to expense. For projects that are approved for construction 

and operation, amortization ofthe intangible asset value assigned to 

each of these projects will not begin until commercial operation is 

achieved. Duke Energy will evaluate the useful lives of these 

intangible assets as the projects begin commercial operations, which 

is anticipated to be in the years 2011 through 2016. Duke Energy 

currentiy estimates the, useful lives of these projects, once in 

commercial operation, will be the shorter of the lease term of the land 

or the estimated lives ofthe projects, which is approximately 25 

years. 

In connection with the merger with Cinergy in April 2006, Duke 

Energy Ohio recorded an intangible liability of $113 million 

associated with the RSP, which was recognized in earnings over the 

regulatory period that ended on December 31 , 2008. Duke Energy 

Ohio also recorded $56 million of intangible liabilities associated with 

other power sale contracts in connection with its merger with Cinergy. 

The carrying amount of these intangible liabilities associated with 

other power sale contracts was $4 million and $10 million at 

DecemberSl, 2010 and 2009, respectively. During the years ended 

December 3 1 , 2010, 2009 and 2008, Duke Energy Ohio amortized 

$6 million, $6 million and $73 million, respectively, to income 

related to these intangible liabilities. The remaining balance of $4 

million will be amortized to income in 2011. Intangible liabilities are 

classified as Other within Deferred Credits and Other Liabilities on the 

Consolidated Balance Sheets. 

2008 Impairment of Emission Allowances. On July 11, 2008, 

the U.S. Court of Appeals for the District of Columbia issued a 

decision vacating the CAIR. Subsequently, in December 2008, a 

federal appeals court reinstated the CAIR while the EPA develops a 

new clean air program. See Note 5 for additional information on the 

CAIR. However, as a result of the July 11, 2008 decision temporarily 

vacating the CAIR, there were sharp declines in market prices of SOg 

and NOx allowances in the third quarter of 2008 due to uncertainty 

associated with future federal requirements to reduce emissions. 

Accordingly, Duke Energy and Duke Energy Ohio evaluated the 

carrying value of emission allowances held by its regulated and 

unregulated businesses for impairment during the third quarter of 

2008. 

At the time of its temporary repeal, the CAIR required 50% 

reductions in SO2 emissions beginning in 2010 and further 30% 

reductions in SO2 emissions in 2015 beyond specified requirements. 

These reductions were to be achieved by requiring the surrender of 

SO2 allowances in a ratio of two allowances per ton of SO2 emitted 

beginning in 2010, up from a current one-to-one ratio, escalating to. 

2.86 allowances per ton of SO2 emitted beginning in 2015. Taking 

into account these increases in emission allowance requirements . 

under CAIR, Commercial Power's forecasted SO2 emissions needed, 

through 2037 exceeded the number of emission allowances held. 

prior to the vacating of the CAIR. Subsequent to the temporary . 

decision to vacate CAIR, Commercial Power determined that it had 

SO2 allowances in excess of forecasted emissions and those 

allowances held in excess of forecasted emissions from future 

generation required an impairment evaluation. In performing the 

impairment evaluation for SO2 allowances at September 30, 2008, 

management compared quoted market prices for each vintage year • 

allowance to the carrying value of the related allowances in excess of 

forecasted emissions through 2038. Due to the sharp decline in 

market prices of SO2 allowances, as discussed above. Commercial 

Power recorded pre-tax Impairment charges of $77 million related to 

forecasted excess SO2 allowances held at September 30, 2008. 

Additionally, Commercial Power recorded pre-tax impairment charges 

of $5 million related to annual NO^ allowances during the third 

quarter of 2008 as these were also affected by the decision to vacate 

the CAIR. These Impairment charges are recorded in Goodwill and 

Other Impairment Charges within Operating Expenses on the 

Consolidated Statements of Operations. The fair values of Duke 

Energy and Duke Energy Ohio's emission allowances for which 

impairments were recorded were determined using significant 

unobservable inputs (i.e., Level 3 inputs) as defined bythe 

accounting guidance for fair value measurements. 

Additionally, U.S. Franchised Electric and Gas has emission 

allowances and certain commitments to purchase emission 

allowances that, based on managements best estimate at 

September 30, 2008, resulted in a quantity of emission allowances 

in excess of the amounts projected to be utilized for operations. The 

excess emission allowances include fonward contracts to purchase 

SO2 allowances to cover forecasted shortfalls in emission allowances 

necessary for operations that were entered into prior to the July 11, 

2008 CAIR decision. Prior to the temporary vacating of the CAIR, 

these fonward contracts, which primarily settled in the fourth quarter 

of 2008 or in 2009, qualified for the NPNS exception within the 

accounting rules for derivatives. However, since certain of these 

forward contracts would no longer be considered probable of use in 

the normal course of operations due to the excess over forecasted 

needs, in September 2008, U.S. Franchised Electric and'Gas 

determined that these contracts no longer qualified for the NPNS 

exception. At the time this determination was made, the fair value of , 

the contracts was a liability of $34 million. Since U.S. Franchised 

Electric and Gas anticipates regulatory recovery of the cost of these 

emission allowances in normal course, a corresponding regulatory 

asset was recorded on the Consolidated Balance Sheets. These 

forward contracts have continued to be marked-to-market, with ah 

offset to the regulatory asset balance, until ultimate settiement. 
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As a result of the reinstatement of the CAIR in December 2008, 

as discussed above, all emission allowances and certain 

commitments to purchase emission allowances held by U.S. 

Franchised Electric and Gas and Commercial Power are anticipated 

to be utilized for future emission allowance requirements underthe 

CAIR, unless the EPA develops a new clean air program that changes 

the existing requirements under the CAIR. Refer to Note 4 for further 

information. 

other Impairments. 

As discussed in Note 4, in 2010, Duke Energy Indiana 

recorded a pre-tax charge to earnings of $44 million related to the 

Edwardsport IGCC plant that is currentiy under construction. 

13. INVESTMENTS IN UNCONSOLIDATED AFFILIATES 

AND RELATED PARTY TRANSACTIONS 

Duke Energy 

Investments in domestic and international afliliates that are not 

controlled by Duke Energy, but over which it has significant 

infiuence, are accounted for using the equity method. Significant 

investments in affiliates accounted for under the equity method are as 

follows: 

Commercial Power. 

As of December 31 , 2010 and 2009, investments accounted 

for under the equity method primarily consist of Duke Energy's 

approximate 50% ownership interest in the five Sweetwater projects 

(Phase l-V), which are wind power assets located in Texas that were 

acquired as part of the acquisition of Catamount, which is fijrther 

described in Note 3. 

International Enei^y. 

Asof both DecemberSl, 2010 and 2009, investments 

accounted for underthe equity method primarily include a 25% 

indirect interest in NMC, which owns and operates a methanol and 

MTBE business in Jubail, Saudi Arabia. As of December 31 , 2010 

and 2009, Duke Energy's wholly-owned subsidiary, CGP Global 

Greece Holdings S.A. (CGP Greece) has as its only asset the 25% 

indirect interest in Attiki, and its only third-party liability is a debt 

obligation that is secured by the 25% indirect interest in Attiki. The 

debt obligation is also secured by Duke Energy's indirect wholly-

owned interest in CGP Greece and is othenA/ise non-recourse to Duke 

Energy. This debt obligation of $66 million and $71 million as of 

December 31 , 2010 and 2009, respectively, is reflected in Current 

Maturities of Long-Term Debt on Duke Energy's Consolidated 

Balance Sheets. As of December 31 , 2010 and,2009, Duke 

Energy's investment balance in Attiki was $66 million and $71 

million, respectively, refiecting an $18 million impairment charge 

recognized in the fourth quarter of 2009 to reduce the carrying 

amount of the investment to its estimated fair value. 

In November 2009, CGP Greece failed to make a scheduled 

semi-annual installment payment of principal and interest on the debt 

and in December 2009, Duke Energy decided to abandon its 

investment in Attiki and the related non-recourse debt. The decision 

to abandon Attiki was made in part due to the non-strategic nature of 

the investment. In January 2010 the counterparty to the debt issued 

a Notice of Event of Default, asserting its rights to exercise CGP 

Greece's voting rights in and receive CGP Greece's share of dividends 

paid by Attiki. 

During 2010, the counterparty to the debt commenced a 

process with the joint venture parties to find a buyer for CGP Greece's 

25% indirect interest in Attiki. Effective in January 2010, Duke 

Enei^ no longer accounts for Attiki under the equify method, and the 

investment balance remaining on Attiki was transferred to Other 

within Assets on the Consolidated Balance Sheet as Duke Energy 

retains legal ownership ofthe investment. 

other. 

As of December 3 1 , 2010 and 2009, investments accounted 

for under the equity method primarily include telecommunications 

investments. 

As discussed in Note 3, in December 2010, Duke Energy 

completed the previously announced agreement with Alinda to sell a 

50% ownership interest in DukeNet. As a result of the disposition 

transaction, DukeNet and Alinda are equal 50% owners in the new 

joint venture. Subsequent to the closing to the DukeNet disposition 

transaction, efl'ective on December 21 , 2010, DukeNet is no longer 

consolidated into Duke Energy's consolidated financial statements 

and is accounted for by Duke Energy as an equity method 

investment. 

On December 2, 2010, Duke Energy completed the sale of its 

30% equity investment in Q-Comm to Windstream Corp. 

(Windstream). The sale resulted in $165 million in net proceeds, 

including $87 million of Windstream common shares and a $109 

million pre-tax gain recorded in Gains (Losses) on Sales and 

Impairments of Unconsolidated Afliliates on the Consolidated 

Statements of Operations. 

Additionally, Other included Duke Energy's effective 50% 

interest in Crescent which, as discussed further below, has a carrying 

value of zero. As discussed in Note 2, Crescent emerged from 

bankruptcy in June 2010 and following the bankruptcy proceeding, 

Duke Energy no longer has any ownership interest in Crescent. 

In connection with the renegotiation of its debt agreements in 

June 2008, Crescent management modified its existing business 

strategy to focus some of its efforts on producing near-term cash fiows 

from its non-strategic real estate projects in order to improve liquidity. 

As a result of its revised business strategy to accelerate certain cash 

flows resulting from the June 2008 amendments to its debt 

agreements, Crescent updated its recoverabilify assessments for its 

DUKE ENERGY CORPORATION / 2010 FORM 10-K 164 



PARTI 

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

Combined Notes to Consolidated Financial Statements - (Continued) 

real estate projects as required under the accounting guidance for 

asset impairments. Under the accounting guidance for asset 

impairments, the carrying amount of a long-lived asset is not 

recoverable if it exceeds the sum of the undiscounted cash flows 

expected to result from the use and eventual disposition of the asset. 

For certain of Crescent's non-strategic assets, it was determined that 

some projects' projected undiscounted cash fiows did not exceed the 

carrying value ofthe projects based on the revised business strategy 

assumptions, and an impairment loss was recorded equal to the 

amount by which the carrying amount of each impaired project 

exceeded its estimated fair value. The methods for determining fair 

value included discounted cash flow models, as well as valuing 

certain properties based on recent offer prices for bulk-sale 

transactions and other price data for similar assets. During the year 

ended December 3 1 , 2008, Crescent recorded impairment charges 

on certain of its property holdings, primarily in its residential division, 

of which Duke Energy's proportionate pre-tax share was $238 

million. Duke Energy's proportionate share of these impairment 

charges are recorded in Equity in Earnings (Losses) of 

Unconsolidated Afliliates in Duke Energy's Consolidated Statements 

of Operations. 

As a result of the impairment charges recorded during the year 

ended December 31 , 2008, the carrying value of Duke Energy's 

investment in Crescent was reduced to zero. Accordingly, Duke 

Energy discontinued applying the equity method of accounting to its 

investment in Crescent during the year ended December 3 1 , 2008 

and did not record its proportionate share of any Crescent earnings or 

losses in subsequent periods. 

See Note 7 for a discussion of charges recorded in 2009 related 

to performance guarantees issued by Duke Energy on behalf of 

Crescent. Crescent filed Chapter 11 petitions in a U.S. Bankruptcy 

Court in June 2009. 

Asof DecemberSl, 2010 and 2009, the carrying amount of 

investments in affiliates with carrying amounts greater than zero 

approximated the amount of underlying equity in net assets. 

Impairments. 

During the years ended December 31 , 2010, 2009 and 2008, 

Duke Energy recorded pre-tax impairment charges to the carrying 

value of investments in unconsolidated affiliates of $11 million, $21 

million and $9 million, respectively. Approximately$18 million ofthe 

impairment charge recorded during the year ended December 31 , 

2009 relates to International Energy's Investment in Attiki, (discussed 

above). These impairment charges, which were recorded in Gains 

(Losses) on Sales and Impairments of Unconsolidated Affiliates on 

the Consolidated Statements of Operations, were recorded as a result 

of Duke Energy concluding that it would not be able to recover its 

carrying value in these investments, thus the carrying value of these 

investments were written down to their estimated fair value. 

Investments in Equity Method Unconsolidated Affiliates 

Asof: 

(in millions) 

DecemberSl 

Domestic 

$ 5 
174 

— 
173 

2010 

International 

$ -
1 

83 
8 

Total 

$ 5 
175 
83 

181 

DecemberSl, 2009 

Domestic 

$ 4 
198 
— 
71 

International 

$ — 
— 

153 
10 

Total 

$ 4 
198 
153 
81 

U.S. Franchised Electric and Gas 
Commercial Power 
International Energy* '̂ 
0ther<w 

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

(a) As discussed above, In 2010, International Energy's Attiki Investment is no longer accounted for under the equity method. Also, In 2009, Intemational Energy recorded an $18 million' 
pre-tax impairment to write-down the value of its Attiki investment to fair value. 

(b) As discussed above. Other includes a 50% Interest in DukeNet of $137 million as of December 31 , 2010. 

Equity in Earnings (Losses) of Equity iVIethod Unconsolidated Affiliates 

(In millions) 

U.S. Franchised Electric and Gas 
Commercial Power 
International Energy 
Other<'" 

DecemberSl, 2010 

Domestic 

$ -
7 

5 

$12 

International 

$ -

102 
2 

$104 

TotaN 

$ -
7 

102 
7 

$116 

For the Years Ended: 

December 31, 2009 

Domestic 

$(10) 
7 

$ (3) 

International 

$ -

72 
1 

$73 

Tota|(a) 

$(10) 
7 

72 
1 

$70 

DecemberSl, 2008 

Domestic 

$ (16) 
16 

(230) 

$(230) 

International Totalis) 

$ — $ (16) 
— 16 

127 127 
1 '(229) 

$128 $(102) 

(a) Ouke Energy's share of net eamings from these unconsolidated affiliates Is reflected In the Consolidated Statements of Operations as Equity in Eamings (Losses) of Unconsolidated 
Affiliates. 

(b) Amounts for the year ended December 31 , 2008 include Duke Energy's proportionate share of impairment charges recorded by Crescent of $238 million pre-tax. 
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During the years ended December 3 1 , 2010, 2009 and 2008, 

Duke Energy received distributions from equity investments of $111 

million, $83 million and $195 million, respectively, which are 

included in Other assets within Cash Flows from Operating Activities 

on the Consolidated Statements of Cash Flows. 

Summarized Combined Financial Information of Equity Method 

Unconsolidated Affiliates 

(in millions) 

Balance Sheet 
Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 

Net assets 

Asof DecemberSl, 

2010 2009 

$ 413 
1,599 
(242) 
(145) 

$1,625 

$1,154 
2,353 
(920) 
(744) 

$1,843 

(in millions) 

Income Statement 
Operating revenues 
Operating expenses 
Net Income 

For the Years Ended 
December 31, 

2010 

$1,385 
924 
430 

2009 

$1,509 
1,252 

257 

2008 

$2,683 
2,407 

58 

Other Investments. 

Commercial Power had an interest in SHGP, which is a 

cogeneration facility containing three combustion turbines in Texas 

City, Texas. Although Duke Energy owned a signiflcant portion of 

SHGP, it was not consolidated as Duke Energy did not hold a 

majority voting control or have the ability to exercise control over 

SHGP, nor was Duke Energy the primary beneficiary. In the fourth 

quarter of 2008, Duke Energy finalized an asset swap agreement 

with the other joint venture owner of SHGP, which gave Duke Energy 

the option to receive either wind assets or a cash settlement, both of 

which had a value of $180 million and which approximated the 

cariying value of Duke Energy's investment in SHGP. 

Effective with the finalization of the asset swap agreement in 

December 2008, Duke Energy turned over of the operations of SHGP 

to its equity partner, and Duke Energy's 50% common equity interest 

in SHGP was converted to a preferred equity interest, which is 

considered a cost method investment. Commencing on the turnover 

date and continuing until either the wind asset was transferred to 

Duke Energy or ultimate cash settlement, Duke Energy received a 

fixed monthly payment in lieu ofthe economic benefit it would have 

othenwise received as a common equity member of SHGP. This 

payment was intended to compensate Duke Energy for normal 

distributions that it would otherwise be entitied to as an equity owner 

of SHGP; however, this payment was not economically linked to the 

actual earnings and operating results of SHGP. 

Duke Energy exercised the cash settlement option and received 

total cash proceeds of $184 million in December 2010. This 

ti-ansaction did not result in a significant gain. 

Advance SC LLC, which provides funding for economic 

development projects, educational initiatives, and other programs, 

was formed during 2004. U.S. Franchised Electric and Gas made 

donations of $1 million, $11 million and $11 million to the 

unconsolidated subsidiary during the years ended December 31 , 

2010, 2009 and 2008, respectively. Additionally, at DecemberSl, 

2010 and 2009, U.S. Franchised Electric and Gas had a trade 

payable to Advance SC LLC of $3 million and $1 million, 

respectively. 

In early 2008, Duke Energy began discussions with Crescent to 

purchase certain parcels of land in North Carolina and South Carolina 

that potentially have strategic value to Duke Energy's regulated 

operations in those states. During the second quarter of 2008, Duke 

Energy had independent third party appraisals performed for each 

parcel of land in order to assist in the determination of a potential 

purchase price. In June 2008, Duke Energy acquired approximately 

12,700 acres of land for a purchase price of $51 million. Crescent 

recorded a gain on the sale. Since Duke Energy was a joint venture 

owner in Crescent at the time, its proportionate share of the gain was 

eliminated and instead recorded as a reduction in the carrying ,. 

amount of the purchased real estate. 

Summary Condensed Financial Information 

Item 4-08(g) of Regulation S-X requires the presentation of 

summarized financial information for individual equity method 

investments that meet certain quantitative thresholds. 

As discussed in Note 2, since Crescent emerged from 

bankruptcy in June 2010, Duke Energy no longer has any ownership 

interest in Crescent. Summarized financial Information for Crescent 

has not been presented for the year ended December 3 1 , 2009 

since, as discussed above, Duke Energy suspended applying the 

equity method of accounting to its investment in Crescent in the third 

quarter of 2008 as its investment in Crescent had been written down 

to zero. Accordingly, there were no amounts related to the operations 

of Crescent included in the Consolidated Statements of Operations for 

the years ended December 31, 2010 and 2009. Summarized 

financial information for Crescent for the year ended December 31 , 

2008 is as follows: 

(in millions) 
Year Ended 

DecemberSl, 2008 

Operating revenues 
Operating expenses 
Operating income 
Net income's' 

407 
754 

(347) 
(420) 

(a) 2008 net Income Includes the gain recorded by Crescent on the sale of land to Duke 
Energy that was eliminated by Duke Energy, as discussed further above. 
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(in millions) December 31 , 2008 

Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 
Noncontrolling interest 

77 
1,685 

471 
1,341 

(1) 

Dul<e 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 due to 

or due from related parties included in the Consolidated Balance 

Sheets as of December 3 1 , 2010 and 2009 are as follows: 

Assets/(Liabilities) 

(In millions) 
DecemberSl, 

2010<=> 
DecemberSl, 

2009^' 

Current assets*' 
Non-current assets^' 
Current liabilities'* 
Non-current liabilities'^' 
Net deferred tax liabilities"' 

293 
104 

(195) 
(93) 

(3,906) 

$ 149 
34 

(177) 
(16) 

(3,025) 
(a) Balances exclude assets or liabilities associated with accrued pension and other post-

retirement benefits and money pool arrangements as discussed below. 
(b) Ofthe balance at DecemberSl, 2010, $90 million Is classified as Receivables and 

$203 million is classified as Other within Current Assets on the Consolidated Balance 
Sheets. The balance at December 31,2009 is classified as Other within Current 
Assets on the Consolidated Balance Sheets. 

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

(d) The balance at December 31 , 2010 is classified as Accounts payable on the 
Consolidated Balance Sheets. Of the balance at December 31 , 2009, $(170) million 
is classified as Accounts payable and $(7) million Is classified as Taxes accrued on the 
Consolidated Balance Sheets. 

(e) The balances at DecemberSl, 2010 and DecemberSl, 2009 are classified as Other 
within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

(f) Ofthe balance at DecemberSl, 2010, ${3,988) million Is classified as Deferred 
income taxes and $82 million is classified as Other within Current Assets on the 
Consolidated Balance Sheets. Of the balance at DecemberSl, 2009, $(3,087) million 
is classifled as Deferred income taxes and $62 million is classified as Other within 
Current Assets on the Consolidated Balance Sheets. 

Duke Energy Carolinas is charged its proportionate share of 

corporate governance and other costs by an unconsolidated aftiliate 

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. During the years ended December 3 1 , 2010, 

2009 and 2008, Duke Energy Carolinas recorded governance and 

shared services expenses of $1,016 million, $825 million and $803 

million, respectively. The increase in 2010 as compared to 2009 is 

primarily attributable to the 2010 voluntary opportunity plan 

discussed further in Note 19. These amounts are recorded in 

Operation, IVlaintenance and Other within Operating Expenses on the 

Consolidated Statements of Operations. 

Duke Energy Carolinas incurs expenses related to certain 

indemnification coverages through Bison, Duke Energy's wholly-

owned captive insurance subsidiary. These amounts were $25 

million, $28 million and $29 million for the years ended 

December 3 1 , 2010, 2009 and 2008, respectively and are recorded 

in Operation, Maintenance and Other within Operating Expenses on 

the Consolidated Statements of Operations. Additionally, Duke Energy 

Carolinas records income associated with the rental of office space to 

a consolidated affiliate of Duke Energy, as well as its proportionate 

share of certain charged expenses from affiliates of Duke Energy. 

Rental income and other charged expenses, net were $3 million, 

$22 million and $15 million forthe years ended DecemberSl, 

2010, 2009 and 2008, respectively. 

As discussed further in Note 2 1 , Duke Energy Carolinas 

participates in Duke Energy's qualified pension plan, non-qualified 

pension plan and other post-retirement benefit plans and is allocated 

its proportionate share of expenses associated with these plans. 

Beginning DecemberSl, 2010, Duke Energy Carolinas was 

allocated accrued pension and other post-retirement benefit 

obligations of $252 million. This amount has been classified in the 

Consolidated Balance Sheets as follows: 

(in millions) 
DecemberSl, DecemberSl, 

2010 2009 

Other current liabilities 
Accrued pension and other post-

retirement benefit costs 

S 10 

242 

As discussed further in Note 6, Duke Energy Carolinas 

participates in a money pool arrangement with Duke Energy and 

other Duke Energy subsidiaries. Interest income associated with 

money pool activity, which is recorded in Other Income and 

Expenses, net on the Consolidated Statements of Operations, was $1 

million for the year ended December 3 1 , 2010 and insignificant for , 

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

expense associated with money pool activity, which is recorded in 

Interest Expense on the Consolidated Statements of Operations, was 

$1 million, $3 million and $4 million for each of the years ended 

December 3 1 , 2010, 2009 and 2008, respectively. 

During the year ended DecemberSl, 2010, Duke Energy 

Carolinas paid $350 million in dividends to its parent, Duke Energy. 

During the year ended DecemberSl, 2010, Duke Energy 

Carolinas received a $146 million allocation of net pension and other 

post-retirement benefit assets from its parent, Duke Energy. During . 

the year ended DecemberSl, 2009, Duke Energy Carolinas received 

$250 million in capital contributions from its parent, Duke Energy. 

Additionally, during the year ended December 3 1 , 2009, Duke 

Energy Carolinas recorded an approximate $3 million increase in 

Member's Equity as a result of forgiveness of an advance by its 

parent, Duke Energy. 

Duke Energy Ohio 

Duke Energy Ohio engages in related party transactions, which 

are generally performed at cost and in accordance with the applicable 

DUKE ENERGY CORPORATION / 2010 FORM 10-K 167 



PART 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGYOHIO, INC. DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

state and federal commission regulations. Balances due to or due 

from related parties included in the Consolidated Balance Sheets as 

of DecemberSl, 2010and DecemberSl, 2009 are as follows: 

Assets/diabilities) 

(in millions) 
DecemberSl, DecemberSl, 

2010'=) 2009<3' 

Current assets"!' 
Non-current assets'̂ :' 
Current liabilities'''' 
Non-current liabilities''̂ ' 
Net deferred tax liabilities"' 

1 82 
15 

(86) 
(42) 

0,579) 

$ 31 
26 

(200) 
(2) 

(1,535) 
(a) Balances exclude assets or liabilities associated with accmed pension and other post-

refirement benefits, Cinergy Receivables and money pool arrangements as discussed 
below. 

(b) Of the balance at December 31 , 2010, $24 million is classified as Receivables and 
$58 million is classified as Other within Current Assets on the Consolidated Balance 
Sheets. Of the balance at DecemberSl, 2009, $20 million Is classified as Receivables 
and $11 million is classified as Other within Current Assets on the Consolidated 
Balance Sheets. 

(c) The balances at DecemberSl, 2010 and DecemberSl, 2009 are classified as Other 
within Investments and Other Assets on the Consolidated Balance Sheets. 

(d) Ofthe balance at December 31 , 2010, $(8S) million is classified as Accounts payable 
and $(3) million Is classifled as Other within Current Liabilities on the Consolidated 
Balance Sheets. Of the balance at DecemberSl, 2009, $(191) million is classified as 
Accounts payable and $(9) million is classified as Other within Current Liabilities on 
the Consolidated Balance Sheets. 

(e) The balances at December 31 , 2010 and December S I , 2009, are classified as Other 
within Deferred Credits and Other Llablllfles on the Consolidated Balance Sheets. 

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

Duke Energy Ohio is charged its proportionate share of corporate 

governance and other costs by an unconsolidated affiliate that is a 

consolidated affiliate of Duke Energy. Corporate governance and other 

shared sen/ices costs are primarily related to human resources, legal 

and accounting fees, as well as other third party costs. During the 

years ended December 31 , 2010, 2009 and 2008, Duke Energy 

Ohio recorded governance and shared services expenses of $369 

million, $401 million and $319 million, respectively. These amounts 

are recorded in Operation, IVlaintenance and Other within Operating 

Expenses on the Consolidated Statements of Operations. 

Duke Energy Ohio incurs expenses related to certain 

indemnification coverages through Bison, Duke Energy's wholly-

owned captive insurance subsidiary. These amounts were $19 

million, $17 million and $18 million for the years ended 

DecemberSl, 2010, 2009 and 2008, respectively, and are 

recorded in Operation, IVlaintenance and Other within Operating 

Expenses on the Consolidated Statements of Operations. Additionally, 

Duke Energy Ohio records income associated with the rental of office 

space to a consolidated afliliate of Duke Energy, as well as income 

associated with certain other recoveries of cost and its proportionate 

share of certain charged expenses from affiliates of Duke Energy. 

Rental income and other cost recoveries and other charged expenses, 

net were $5 million, $5 million and $13 million for the years ended 

DecemberSl, 2010, 2009 and 2008, respectively. 

As discussed further in Note 21 , 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 associated with these plans. 

Additionally, Duke Energy Ohio has been allocated accrued pension 

and other post-retirement benefit obligations of $211 million and 

$253 million at December 31 , 2010 and 2009, respectively. These 

amounts have been classified in the Consolidated Balance Sheets as 

follows: 

(in millions) 
DecemberSl, 

2010 
DecemberSl, 

2009 

Other current liabilities 
Accrued pension and other post-

retirement benefit costs 

$ 4 

207 

E 4 

249 

Additionally, as discussed in Note 17, certain trade receivables 

have been sold by Duke Energy Ohio to Cinergy Receivables, an 

unconsolidated affiliate that is consolidated by Duke Energy. The 

proceeds obtained from the sales of receivables are largely cash but 

do include a subordinated note from Cinergy Receivables for a portion 

of the purchase price. The interest income associated with the 

subordinated note, which is recorded in Other Income and Expenses, 

net on the Consolidated Statements of Operations, was $15 million, 

$15 million and $21 million forthe years ended December 3 1 , 

2010, 2009 and 2008, respectively. 

As discussed further in Note 6, Duke Energy Ohio participates in 

a money pool arrangement with Duke Energy and other Duke Energy 

subsidiaries. Interest income associated with money pool activity, 

which is recorded in Other Income and Expenses, net on the 

Consolidated Statements of Operations, was $1 million for the year 

ended DecemberSl, 2010 and insignificant for each of the years 

ended December 31 , 2009 and 2008. Interest expense associated 

with money pool activity, which is recorded in Interest Expense on 

the Consolidated Statements of Operations, was insignificant for each 

of the years ended DecemberSl, 2010and 2009, and $3 million 

for the year ended December 31 , 2008. 

Duke Energy Ohio enters into certain derivative positions on 

behalf of Duke Energy Retail, a consolidated affiliate of Duke Energy. 

These contracts are undesignated, thus the mark-to-market impacts 

of these contracts are reflected in Duke Energy Ohio's Consolidated 

Statements of Operations. In addition, equal and offsetting 

mark-to-market impacts of intercompany contracts with Duke Energy 

Retail are reflected in Duke Energy Ohio's Consolidated Statements of 

Operations representing the pass through of the economics of the 

original contracts to Duke Energy Retail in accordance with 

contractual arrangements between Due Energy Ohio and Duke 

Energy Retail. See Note 15 for additional information. 

During the years ended December 3 1 , 2009 and 2008, Duke 

Energy Ohio paid dividends to its parent, Cinergy, of $360 million 

and $200 million, respectively. 

DUKE ENERGY CORPORATION / 2010 FORM 10-K 168 



PART II 

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

Combined Notes to Consolidated Financial Statements - (Continued) 

DecemberSl, 
2010W 

$ 51 
— 

(69) 
(20) 

(932) 

DecemberSl, 
2009'=' 

$ 26 
16 

(127) 
(20) 

(679) 

Duke Energy Indiana 

Duke Energy Indiana engages in related party transactions, 

which are generally performed at cost and in accordance with the 

applicable state and federal commission regulations. Balances due to 

or due from related parties included in the Consolidated Balance 

Sheets as of December 3 1 , 2010 and December 31 , 2009 are as 

follows: 

Assets/diabilities) 

(in millions) 

Current assets">' 
Non-current assets''̂ ' 
Current liabilities''" 
Non-current liabilities'«i 
Net deferred tax liabilities"' 

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

(b) Of the balance at December 31 , 2010, $27 million Is classified as Receivables and 
$24 million is classifled as Other within Current Assets on the Consolidated Balance 
Sheets. Ofthe balance at DecemberSl, 2009, $15 million is classifled as Receivables 
and $11 million Is classified as Other within Current Assets on the Consolidated 
Balance Sheets. 

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

(d) Of the balance at December 31 , 2010, $(57) million is classified as Accounts payable 
and $(2) million is classified as Taxes accrued on the Consolidated Balance Sheets. 
The balance at December 31 , 2009 is classified as Accounts payable on the 
Consolidated Balance Sheets. 

(e) The balances at December S I , 2010 and December 31 , 2009 are classifled as Other 
within Deferred Credits and Other Uabilities on the Consolidated Balance Sheets.-

(f) Ofthe balance at December 3 1 , 2010, $(973) million is classifled as Deferred income 
taxes and $41 million is classified as Other within Current Assets on the Consolidated 
Balance Sheets. The balance at December 3 1 , 2009 is classifled as Deferred income 
taxes on the Consolidated Balance Sheets. 

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, legal and accounting fees, as well as other third party 

costs. During the years ended December 31, 2010, 2009 and 

2008, Duke Energy Indiana recorded governance and shared 

services expenses of $364 million, $343 million and $326 million, 

respectively. These amounts are recorded in Operation, IVlaintenance 

and Other within Operating Expenses on the Consolidated Statements 

of Operations. 

Duke Energy Indiana incurs expenses related to certain . 

indemnification coverages through Bison, Duke Energ/'s wholly-

owned captive insurance'subsidiary. These amounts were $8 million, 

$10 million and $9 million for the years ended December 31 , 2010, 

2009 and 2008, respectively, and are recorded in Operation, 

IVlaintenance and Other within Operating Expenses on the 

Consolidated Statements of Operations. Additionally, Duke Energy 

Indiana records income associated with the rental of office space to a 

consolidated affiliate of Duke Energy, as well as its proportionate 

share of certain charged expenses from affiliates of Duke Energy. 

Rental income and other charged expenses, net were $8 million, 

$12 million and $7 million for the years ended DecemberSl, 2010, 

2009 and 2008, respectively. 

As discussed further in Note 21, Duke Energy Indiana 

participates in Duke Energy's qualified pension plan, non-qualified 

pension plan and other post-retirement benefit plans and is allocated 

its proportionate share of expenses associated with these plans. 

Additionally, Duke Energy Indiana has been allocated accrued 

pension and other post-retirement benefit obligations of $272 million 

and $315 million at DecemberSl, 2010 and 2009, respectively. 

These amounts have been classified in the Corisolidated Balance 

Sheets as follows: 

(in millions) 
December 31, 

2010 
DecemberSl, 

2009 

Other current liabilities 
Accrued pension and other post-

retirement benefit costs 

$ 2 

270 

$ 2 

314 

Additionally, as discussed in Note 17, certain trade receivables 

have been sold by Duke Energy Indiana to Cinergy Receivables, an 

unconsolidated affiliate that is consolidated by Duke Energy. The 

proceeds obtained from the sales of receivables are largely cash but 

do include a subordinated note from Cinergy Receivables for a portion 

of the purchase price. The interest income associated with the 

subordinated note, which is recorded in Other Income and Expenses, 

net on the Consolidated Statements of Operations, was $13 million, 

$12 million and $15 million for the years ended DecemberSl, 

2010, 2009 and 2008, respectively. 

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 Consolidated Statements of Operations, was 

insignificant, $1 million and $2 million for the years ended 

DecemberSl, 2010, 2009 and 2008, respectively. Interest expense 

associated with money pool activity, which is recorded in Interest 

Expense on the Consolidated Statements of Operations, for the years 

ended December 31 , 2010, 2009 and 2008 was $1 million, $1 

million and $6 million, respectively. 

During the year ended DecemberSl, 2010 and 2009, Duke 

Energy Indiana received $350 million and $140 million, 

respectively, in capital contributions, from its parent, Cinergy. 

14. RISK MANAGEMENT, DERIVATIVE INSTRUMENTS 
AND HEDGING ACTIVITIES 

The Duke Energy Registrants closely monitor the risks 

associated with commodity price changes and changes in interest 

rates on their operations and, where appropriate, use various 

commodity and interest rate instruments to manage these risks. 
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Certain of these derivative instruments quality for hedge accounting 

and are designated as hedging instruments, while others either do not 

qualify as a hedge or have not been designated as hedges 

(hereinafter referred to as undesignated contracts). The Duke Energy 

Registrants' primary use of energy commodity derivatives is to hedge 

the generation portfolio against exposure to changes in the prices of 

power and fuel. Interest rate swaps are entered into to manage 

interest rate risk primarily associated with the Duke Energy 

Registrants' variable-rate and fixed-rate borrowings. 

The accounting guidance for derivatives requires the recognition 

of all derivative instruments not identified as NPNS as either assets or 

liabilities at fair value in the Consolidated Balance Sheets. For 

derivative instruments that qualify for hedge accounting, the Duke 

Energy Registrants may elect to designate such derivatives as either 

cash flow hedges or fair value hedges. The Duke Energy Registrants 

offset fair value amounts recognized on their Consolidated Balance 

Sheets related to derivative instruments executed with the same 

counterparty under the same master netting agreement. 

The operations ofthe USFE&G business segment and certain 

operations of the Commercial Power business segment meet the 

criteria for regulatory accounting treatment. Accordingly, for 

derivatives designated as cash flow hedges within the regulated 

operations, gains and losses are reflected as a regulatory liability or 

asset instead of as a component of AOCI. For derivatives designated 

as fair value hedges or left undesignated within the regulated 

operations, including economic hedges associated with Commercial 

Power's ESP load generation through the duration ofthe current ESP 

that ends in December 2011, gains and losses associated with the 

change in fair value of these derivative contracts would be deferred as 

a regulatory liability or asset, thus having no immediate earnings 

impact. 

Within the Duke Energy Registrants' unregulated businesses, for 

derivative instruments that qualify for hedge accounting and are 

designated as cash flow hedges, the effective portion of the gain or 

loss is reported as a component of AOCI and reclassified Into 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 earnings. For 

derivative instruments that qualify and are designated as a fair value 

hedge, the gain or loss on the derivative as well as the offsetting loss 

or gain on the hedged item are recognized in earnings in the current 

period. The Duke Energy Registrants' include the gain or loss on the 

derivative in the same line item as the offsetting loss or gain on the 

hedged item in the Consolidated Statements of Operations. 

Additionally, the Duke Energy Registrants' enter into derivative 

agreements that are economic hedges that either do not qualify for 

hedge accounting or have not been designated as a hedge.. The 

changes in fair value of these undesignated derivative instruments are 

reflected in current earnings. 

Information presented in the tables below relates to Duke Energy 

on a consolidated basis and Duke Energy Ohio. As regulatory 

accounting treatment is applied to substantially all of Duke Energy 

Carolinas' and Duke Energy Indiana's derivative instruments, and the 

carrying value of the respective derivative instruments comprise a 

small portion of Duke Energy's overall balance, separate disclosure for 

each of those registrants is not presented. 

Commodity Price Risk 

The Duke Energy Registrants are exposed to the impact of 

market changes in the future prices of electricify (energy, capacify 

and financial transmission rights), coal, natural gas and emission 

allowances (SO2, seasonal NOx and annual NOx) as a result of their 

energy operations such as electric generation and the transportation 

and sale of natural gas. With respect to commodity price risks 

associated with electric generation, the Duke Energy Registrants are 

exposed to changes including, but not limited to, the cost of the coal 

and natural gas used to generate electricify, the prices of electiicify in 

wholesale markets, the cost of capacify required to purchase and sell 

electricify in wholesale markets and the cost of emission allowances 

primarily at the Duke Energy Registrants' coal tired power plants. 

Risks associated with commodify price changes on future operations 

are closely monitored and, where appropriate, various commodify 

contracts are used to mitigate the effect of such fiuctuations on 

operations. Exposure to commodify price risk is influenced by a 

number of factors, including, but not limited to, the term ofthe 

contract, the liquidity ofthe market and delivery location. 

Commodity Fair Value Hedges. 

At December 31 , 2010, there were no open commodity 

derivative instruments that were designated as fair value hedges. 

Commodity Casli Flow Hedges. 

The Duke Energy Registrants use commodity instruments, such 

as swaps, futures, forwards and options, to protect margins for a 

portion of future revenues and fuel and purchased power expenses. 

The Duke Energy Registrants generally use commodity cash flow 

hedges to mitigate exposures to the price variability of the underiying 

commodities for, generally, a maximum period of less than a year. 

Undesignated Contracts. 

The Duke Energy Registrants use derivative contracts as 

economic hedges to manage the market risk exposures that arise 

from providing electric 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 quality for hedge 

accounting, derivatives that do not or no longer qualify for the NPNS 
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scope exception, and de-designated hedge contracts. Undesignated 

contracts also 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 

minimalfy 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 electric 

generation. Undesignated contracts at December 3 1 , 2010 are 

associated with forward power sales and purchases. 

Duke Energy Ohio uses derivative contracts as economic hedges 

to manage the market risk exposures that arise from providing electric 

generation and capacify to large energy customers, energy 

aggregators, retail customers and other wholesale companies. 

Undesignated contracts at December 31, 2010 are primarify 

associated with forward sales and purchases of power, coal and 

emission allowances, forthe Commercial Power segment. 

Duke Energy Indiana uses derivative contracts as economic 

hedges to manage the market risk exposures that arise from electric 

generation. Undesignated contracts at December 31 , 2010 are 

primarily associated with fonward power purchases, financial 

transmission rights and fonA/ard 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 financial 

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 ofthe market interest rates at the 

time and terminated prior to or upon tiie issuance of the 

corresponding debt. When these transactions occur 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 recognized from inception to termination of the hedges would be 

recorded as a regulatory liability or asset and amortized as a 

component of interest expense over the life of the debt. 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 AOCI and amortized as a component of interest 

expense over the life of the debt. 

At December 31 , 2010, derivative instruments related to 

interest rate risk are categorized as follows: 

Duke Energy. 

$492 million notional amount of interest rate cash flow hedges 

related to non-recourse long-term debt of VIEs and $34 million 

notional amount of undesignated interest rate contracts, both related 

to Commercial Power's wind business, as well as the notional 

amounts related to Duke Energy Carolinas and Duke Energy Ohio 

below. See Note 6 for additional information on non-recourse long-

term debt of VIEs. 

Duke Energy Carolinas. 

$500 million notional amount of undesignated forward starting 

interest rate swaps related to hedging anticipated fixed rate debt 

issuances in 2012, and $25 million notional amount of interest rate 

fair value hedges. 

Duke Energy Ohio. 

$250 million notional amount of interest rate fair value hedges 

and $27 million notional amount of undesignated interest rate 

hedges. 

At DecemberSl, 2009, derivative instruments related to 

interest rate risk are categorized as follows: 

Duke Energy. 

$45 million notional amount of undesignated interest rate 

contracts related to Commercial Power's wind business and $19 

million notional amount of cash flow hedges related to International 

Energy, as well as the notional amounts related to Duke Energy 

Carolinas and Duke Energy Ohio below. 

Duke Energy Carolinas. 

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

Duke Energy Ohio. 

$250 million notional amount of interest rate fair value hedges 

and $27 million notional amount of undesignated interest rate 

hedges. 

Volumes 

The following tables show information relating to the volume of 

Duke Energy and Duke Energy Ohio's commodity derivative activity 

outstanding as of December 31 , 2010 and December 3 1 , 2009. 

Amounts disclosed represent the notional volumes of commodities 

contracts accounted for at fair value. For option contracts, notional 

amounts include only the delta-equivalent volumes which represent 

the notional volumes times the probabilify 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 disclosed represent the absolute value of notional 
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amounts. 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 perf'ectiy offset, no quantities are shown 

below. For additional information on notional dollar amounts of debt 

subject to derivative contracts accounted for at fair value, see "Interest 

Rate Risk" section above. 

Underlying Notional Amounts for Derivative Instruments 

Accounted for At Fair Value 

Duke Energy 

DecemberSl, 
2010 

DecemberSl, 
2009 

Commodity contracts 
Electricity-energy (Gigawatt-hours) 
Electricity-capacity (Gigawatt-months) 
Emission allowances: SO2 (thousands 

of tons) 
Emission allowances: NOx (thousands 

of tons) 
Natural gas (millions of decatherms) 
Coal (millions of tons) 

8,200 
58 

37 

3,687 

Financial contracts 
Interest rates (dollars in millions) $1,328 $ 366 

Duke E n e i ^ Ohio 

DecemberSl, 
2010 

DecemberSl, 
2009 

Commodity contracts 
Electricity-energy (Gigawatt-hours)<a' 13,183 
Electricity-capacity (Gigawati:-months) 60 
Emission allowances: SO2 (thousands 

of tons) — 
Emission allowances: NOx (thousands 

of tons) — 
Coal (millions of tons) — 

Financial contracts 
Interest rates (dollars in millions) $ 277 

10,549 

2 
2 

277 

(a) Amounts include intercompany positions ttiat eliminate at tiie consolidated Dul<e 
Energy level. 

The following table shows fair value amounts of derivative 

contracts as of December 3 1 , 2010 and 2009, and the line item(s) 

in the 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 Consolidated Balance Sheets. Cash 

collateral payables and receivables associated with the derivative 

contracts have not been netted against the fair value amounts. 

Location and Fair Value Amounts of Derivatives Reflected in the 

Consolidated Balance Sheets 

Duke Energy 

(in millions) 

DecemberSl, 2010 DecemberSl, 2009 

Asset Liability Asset Liability 

Balance Sheet Location 

Derivatives Designated as 
Hedging Instruments 

— 

y 

2 
/ I 
2 

Commodity contracts 
Current Assets: Other 
Interest rate contracts 
Current Assets: Other 
Investments and Other 

Assets: Other 
Current Uabilities: Other 
Deferred Credits and Other 

Uabilities: Other 

$ — 

5 

16 
— 

— 

$ -

— 

— 
13 

— 

$ 1 

4 

— 
— 

— 

$ — 

— 

— 
1 

6 

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

Derivatives Not Designated 
as Hedging Instruments 

Commodity contracts 
Current Assets: Other 
Investments and Other 

Assets: Other 
Current Uabilities: Other 
Deferred Credits and Other 

Uabilities; Other 
Interest rate contracts 
Investments and Other 

Assets: Other<=) 
Current Liabilities: Other 
Deferred Credits and Other 

Uabilities: Other 

$108 

55 
75 

60 

f 54 

4 
118 

72 

59 

59 
85 

44 

2 — 

5 — 

2 
232 

100 

Total E>erivatives Not 
Designated as Hedging 
Instruments 

Total Derivatives 

$301 

$322 

$255 

$268 

$247 

$252 

$342 

$349 
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Duke Energy Ohio 

DecemberSl, 2010 DecemberSl, 2009 

(In millions) 

Balance Sheet Location 

Derivatives Designated as 
Hedging Instruments 

Commodity contracts 
Current Assets: Other 
Interest rate contracts 
Current Assets: Other 
Investments and Other 

Assets: Other 
Deferred Credits and Other 

Uabilities: Other 

$ — 

4 

2 

— 

$ -

— 

— 

— 

$ 1 

4 

— 

— 

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

Derivatives Not Designated 
as Hedging Instruments 

Commodity contracts 
Current Assets: Other 
Investments and Other 

Assets: Other 
Current Liabilities: Other 
Deferred Credits and Other 

Liabilities: Other 
Interest rate contracts 
Current Uabilities: Other 
Deferred Credits and Other 

Uabilities: Other 

$106 $ 57 $ 25 

6 
75 

3 

— 

2 
98 

7 

1 

4 

11 
63 

•26 

— 

_ 

4 
191 

35 

1 

2 

Total Derivatives Not 
Designated as Hedging 
Instruments 

Total Derivatives 

$190 

$196 

$169 

$169 

$125 

$130 

$234 

$240 

(a) Relates to interest rate swaps at Duke Energy Carolinas. 

The following table shows the amount of the gains and losses 

recognized on derivative instruments designated and qualifying as 

cash flow hedges by fype of derivative contract during the years 

ended December 3 1 , 2010 and 2009, and the Consolidated 

Statements of Operations line items in which such gains and losses 

are included. 

Cash Flow Hedges — Location and Amount of Pre-Tax Losses 

Recognized in Comprehensive Income 

Asset Liability Asset Liability Duke Energy 

(in millions) 

Year Ended 
DecemberSl, 

2010 2009 

Location of Pre-tax Gains and (Losses) Reclassified 
from AOCI into Earnings'̂ ' 

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

power-non-regulated 
Interest rate contracts 
Interest expense 

$ $(13) 

2 (10) 

(5) (5) 

Total Pre-tax Losses Reclassified from AOCI into 
Earnings $(3) $(28) 

(a) Represents the gains and losses on cash flow hedges previously recorded In AOCl 
during the term of the hedging relationship and reclassified Into earnings during the 
current period. 

Duke Energy Ohio 

(In millions) 

Year Ended 
DecemberSl, 

2010. 2009 

Location of Pre-tax Gains and (Losses) Reclassified 
from AOCI into Earnings'̂ ) 

Commodity contracts 
Revenue, non-regulated electric and other 
Fuel used in electric generation and purchased 

power-non-regulated 

$— $(14) 

2 (10) 

Total Pre-tax Gains (Losses) Reclassified from AOCI 
into Earnings $ 2 $(24) 

(a) 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. 

Duke Energy's effective portion of gains on cash flow hedges 

that were recognized in AOCI during the year ended December 3 1 , 

2010 were pre-tax gains of $2 million, and an insignificant amount 

during the year ended DecemberSl, 2009. In addition, there was 

no hedge ineffectiveness during the years ended December 31 , 2010 

and 2009, and no gains or losses have been excluded from the 

assessment of hedge effectiveness during the same periods for all 

Duke Energy Registrants. 

Duke Energy. At December 31 , 2010, $32 million of pre-tax 

deferred net losses on derivative instruments related to commodity 

and interest rate cash flow hedges remains in AOCI and a $14 

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 December 31 , 2010, an insignificant 

amount of pre-tax deferred net gains on derivative instruments related 

to commodity cash flow hedges remains in AOCI and an insignificant 

amount of these gains are expected to be recognized in earnings 

during the next 12 months as the hedged transactions occur. 
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The following table shows the amount of the pre-tax gains and 

losses recognized on undesignated hedges by type of derivative 

instrument during the year ended December 31, 2010 and the line 

item(s) in the Consolidated Statements of Operations in which such 

gains and losses are included or deferred on the Consolidated 

Balance Sheets as regulatory assets or liabilities. 

Undesignated Hedges — Location and Amount of Pre-Tax Gains 

and (Losses) Recognized in Income or as Regulatory Assets or 

Liabilities 

Duke Energy 

(in millions) 

Location of Pre-Tax Gains and (Losses) Recognized in 
Earnings 

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

power-non-regulated 
Interest rate contracts 
Interest Expense 

Total Pre-tax (Losses) Gains Recognized in Earnings 

Location of Pre-Tax Gains and (Losses) Recognized as 
Regulatory Assets or Liabilities 

Commodity contracts 
Regulator/ Asset 
Regulatory Liability 
Interest rate contracts 
Regulatory Asset 

Regulatory Uability''' 

Total Pre-tax Gains (Losses) Recognized as 
Regulatory Assets or Liabilities 

(in millions) 

Location of Pre-Tax Gains and (Losses) Recognized in 
Earnings 

Commodity contracts 
Revenue, non-regulated electric and other 
Fuel used in electric generation and purchased 

power-non-regulated 
Interest rate contracts 
Interest expense 

Total Pre-tax Gains Recognized In Earnings'^ 

Year Ended 
DecemberSl, 

2010 

$ 1 
(38) 

9 

$(28) 

$ 5 
14 

(1) 
60 

$78 

2010 

(S) 

9 

(1) 

$ 5 

2009 

$ 1 
1 

10 

1 

$13 

$(48) 
3 

1 

— 

$(44) 

2009 

5 

10 

(1) 

$14 

Location of Pre-Tax Gains and (Losses) Recognized as 
Regulatory Assets 

Commodity contracts 
Regulatory Asset 
Interest rate contracts 
Regulatory Asset 

$ 5 $(80) 

(1) 5 

Total Pre-tax Gains (Losses) Recognized as 
Regulatory Assets $ 4 $(75) 

Credit Risk 

(a) Relates to Interest rate swaps at Duke Energy Carolinas. 
(bl Amounts include intercompany positions that eliminate at the consolidated Duke 

Energy level. 

The Duke Energy Registrants' principal customers for power and 

natural gas marketing and transportation services are industrial 

end-users, marketers, local distribution companies, municipalities, 

electric cooperatives and utilities located throughout the U.S. and 

Latin America. The Duke Energy Registrants have concentrations of 

receivables from natural gas and electric utilities and their affiliates, as 

well as municipalities, electric cooperatives, industrial customers and 

marketers throughout these regions. These concentrations of 

customers may affect the Duke Energy Registrants' overall credit risk 

in that risk factors can negatively Impact the credit quality of the 

entire sector. Where exposed to credit risk, the Duke Energy 

Registrants analyze their counterparties' financial condition prior to 

entering into an agreement, establish credit limits and monitor the 

appropriateness of those limits on an ongoing basis. 

The Duke Energy Registrants' industry has historically operated 

under negotiated credit lines for physical delivery contracts. The Duke 

Energy Registrants frequentiy use master collateral agreements to 

mitigate certain credit exposures, primarify related to hedging the risks 

inherent in its generation portfolio. The collateral agreements provide 

for a counterparty to post cash or letters of credit to the exposed party 

for exposure in excess of an established threshold. The threshold 

amount represents an unsecured credit limit, determined in 

accordance with the corporate credit policy. Collateral agreements 

also provide that the inability to post collateral is sufficient cause to 

terminate contracts and liquidate all positions. 

The Duke Energy Registrants also obtains cash, letters of credit 

or surety bonds from customers to provide credit support outside of 

collateral agreements, where appropriate, based on its financial 

analysis of the customer and the regulatory or contractual terms and 

conditions applicable to each transaction. 

Certain of Duke Energy and Duke Energy Ohio's derivative 

contracts contain contingent credit features, such as material adverse 

change clauses or payment acceleration clauses that could result in 

immediate payments, the posting of letters of credit or the termination 

of the derivative contract before maturity if specific events occur, such 

as a downgrade of Duke Energy or Duke Energy Ohio's credit rating 

below investment grade. 

The following table shows information with respect to derivative 

contracts that are in a net liability position and contain objective 

credit-risk related payment provisions. The amounts disclosed in the 

table below represents the aggregate fair value amounts of such 

derivative instruments at the end of the reporting period, the 

abrogate fair value of assets that are already posted as collateral 

under such derivative instruments at the end ofthe reporting period, 

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 December 3 1 , 2010. 
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Information Regarding Derivative Instruments that Contain Credit-

risk Related Contingent Features 

Duke Energy 
(in millions) 

December 31, 
2010 

DecemberSl, 
2009 

Aggregate Fair Value Amounts of 
Derivative Instruments in a Net 
Uability Position 

Collateral Already Posted 
Additional Cash Collateral or Letters of 

Credit jn the Event Credit-risk-
related Contingent Features were 
Triggered at the End of the 
Reporting Period 

$148 
$ 2 

$ 14 

$208 
$130 

$ 6 

Aggregate Fair Value Amounts of 
Derivative Instruments in a Net 
Uability Position 

Collateral Already Posted 
Additional Cash Collateral or Letters of 

Credit in the Event Credlt-rlsk-
related Contingent Features were 
Triggered at the End of the 
Reporting Period 

$147 
$ 2 

$ 14 

$208 
$130 

$ 6 

Netting of Cash Collateral and Derivative Assets and Uabilities 

Under Master Netting Arrangements. 

In accordance witin applicable accounting rules, Duke Energy 

and Duke Energy Ohio offset fair value amounts (or amounts that 

approximate fair value) recognized on their Consolidated Balance 

Sheets related to cash collateral amounts receivable or payable 

against fair value amounts recognized for derivative instruments 

executed with the same counterparty under the same master netting 

agreement. - , 

At December 31 , 2010 and 2009, Duke Energy had 

receivables related to the right to reclaim cash collateral of 

approximately $2 million and $112 million, respectivefy, and had 

payables related to obligations to return cash collateral of insignificant 

amounts that have been offset against net derivative positions in the 

Consolidated Balance Sheets. Duke Energy had collateral receivables 

of $2 million and $19 million under master netting arrangements 

that have not been offset against net derivative positions at 

DecemberSl, 2010and DecemberSl, 2009, respectively. Duke 

Energy had cash collateral payables of $3 million under master 

neti;ing arrangements that have not been offset against net derivative 

positions at December 31 , 2010 and insignificant amounts at 

DecemberSl, 2009. 

At DecemberSl, 2010 and 2009, Duke Energy Ohio had 

receivables related to the right to reclaim cash collateral of 

approximately $2 million and $112 million, respectivefy, and had 

payables related to obligations to return cash collateral of insignificant 

amounts that have been offset against net derivative positions in the 

Consolidated Balance Sheets Duke Energy Ohio had collateral 

receivables of insignificant amounts and $19 million under master 

netting arrangements that have not been offset against net derivative 

positions at DecemberSl, 2010 and DecemberSl, 2009, 

respectivety, as these amounts primarily represent initial margin 

deposits related to New York Mercantile Exchange (NYMEX) futures 

contracts. Duke Energy Ohio had cash collateral payables of $3 

million under master netting arrangements that have not been offset 

against net derivative positions at December 3 1 , 2010 and 

insignificant amounts at December 3 1 , 2009. See Note 15 for 

additional information on fair value disclosures related to derivatives. 

15. FAIR VALUE OF FINANCIAL ASSETS AND 

LIABILITIES 

Under the accounting guidance for fair value, fair value is 

considered to be the exchange price in an orderly transaction 

between market participants to sell an asset or transfer a liabilify at 

the measurement date. The fair value definition focuses on an exit 

price, which is the price that would be received to sell an asset or 

paidto transfer a liabilify versus an entry price, which would be the 

price paid to acquire an asset or received to assume a liabilify. 

The Duke Energy Registrants classify recurring and 

non-recurring fair value measurements based on the following fair 

value hierarchy, as prescribed by the accounting guidance for fair 

value, which prioritizes the inputs to valuation techniques used to 

measure fair value into three levels: 

Level 1—unadjusted quoted prices in active markets for 

identical assets or liabilities that Duke Energy has the abilify to 

access. An active market for the asset or liabilify is one in which 

transactions for the asset or liabilify occur with sufficient 

frequency and volume to provide ongoing pricing information. 

Duke Energy does not adjust quoted market prices on Level 1 

for any blockage factor. 

Level 2—a fair value measurement utilizing inputs other than a 

quoted market price that are obsen/able, either directiy 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 or 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 interest rate curves and yield cun/es 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 

unobservable inputs for the asset or liability for more than an 

insignificant portion ofthe 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 
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certain other items at fair value that are not required to be accounted 

for at fair value under other GAAP. There are no financial assets or 

financial liabilities that are not required to be accounted for at fair 

value under GAAP for which the option to record at fair value has 

been elected. However, in the future, the Duke Energy Registrants 

may elect to measure certain financial instruments at fair value in 

accordance with this accounting guidance. 

Valuation methods of the primary fair value measurements 

disclosed below are as follows: 

Investments in equity securities. 

Investments in equify securities are fypically valued at the 

closing price in the principal active market as of the last business day 

ofthe quarter. Principal active markets for equify prices include 

published exchanges such as NASDAQ and NYSE. Foreign equity 

prices are translated from their trading currency using the currency 

exchange rate in effect at the close of the principal active market. 

Prices are not adjusted to reflect for after-hours market activity. The 

majority of investments in equity securities are valued using Level 1 

measurements. 

Investments in available-for-sale auction rate securities. 

Duke Energy has $149 million parvalue ($118 million carrying 

value) and $251 million parvalue ($198 million carrying value) as 

of December 31 , 2010, and December 31 , 2009, respectivety of 

auction rate securities for which an active market does not currentiy 

exist. During the year ended DecemberSl, 2010, $102 million of 

these investments in auction rate securities were sold at full par value 

plus accrued interest. Duke Energy Carolinas holds $16 million par 

value ($12 million carrying value) and $82 million parvalue ($66 

million carrying value) as of DecemberSl, 2010, and DecemberSl, 

2009, respectively of auction rate securities. During the year ended 

December 31 , 2010, $66 million of these investments in auction 

rate securities were sold at full par value plus accrued interest. The 

vast majority of these auction rate securities are AAA rated student 

loan securities for which substantialty all the values are ultimately 

backed by the U .S. government. All of these securities were valued as 

of December 31 , 2010 using Level 3 measurements. The methods 

and significant assumptions used to determine the fair values of the 

Investment in auction rate debt securities represented a combination 

of broker-provided quotations and estimations of fair value using 

internal discounted cash flow models which incorporated primarily 

management's own assumptions as to the term over which such 

investinents will be recovered at par, the current level of interest rates, 

and the appropriate risk-adjusted (for liquidity and credit) discount 

rates when relevant obsen/able inputs are not available to determine 

the present value of such cash flows. In preparing the valuations, all 

significant value drivers were considered, including the underiying 

collateral. 

There were no other-than-temporary impairments associated 

with investments in auction rate debt securities during the year ended 

December 3 1 , 2010 or 2009. See Note 16 for a discussion of other-

than-temporary impairments associated with investments in auction 

rate debt securities during the year ended December 3 1 , 2008. 

Investments in debt securities. 

Most debt investments (including those held in the (NDTF) are 

valued based on a calculation using interest rate cur\/es and credit 

spreads applied to the terms of the debt instrument (maturity and 

coupon interest rate) and consider the counterparty credit rating. Most 

debt valuations are Level 2 measures. If the market for a particular 

fixed income security is relatively inactive or illiquid, the measurement 

is a Level 3 measurement. U.S. Treasury debt is typically a Level 1 

measurement. 

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 collateral) and discounted to 

present value. The primary difference between a Level 2 and a Level 

S 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 contracts, which are classified as 

Level 1 measurements. 

Goodwill and Long-Lived Assets. 

See Note 12 for a discussion of the valuation for goodwill and 

long-lived assets. 
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Duke Energy 

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy's Consolidated Balance 

Sheets at fair value at December 3 1 , 2010 and 2009. Derivative amounts in the table below exclude cash collateral amounts which are 

disclosed in Note 14. 

Total Fair 
Value 

Amounts at 
DecemberSl, 

(in millions) 2010 Level 1 Level 2 Level 3 

Description 
Investments in available-for-sale auction rate securities'̂ xb) $ 1 1 8 $ — $ — $118 
Nuclear decommissioning trust fund equity securities** 1,365 1,313 46 6 
Nuclear decommissioning trust fund debt securities"* 649 35 573 41 
Other long-term trading and available-for-sale equity securities'*''* 164 157 7 — 
Other long-term trading and available-for-sale debt securitiesfexw 221 10 211 — 
Derivative assets '̂ 

Total Assets 
Derivative liabilities'* 

Net Assets 

186 

$2,703 
(132) 

$2,571 

21 

$1,536 
(8) 

$1,528 

81 

$918 
(21) 

$897 

84 

$249 
(103) 

$ 146 

(a) Included in Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(b) See Note 16 for additional Information related to Investments by major security type. 
(c) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(d) Included In Other within Current Uabilities and Other within Deferred Credits and Other Uabilities on the Consolidated Balance Sheets. 

(in millions) 

Total Fair 
Value 

Amounts at 
December 31 , 

2009 

$ 198 
1,156 

609 
66 

258 
120 

Level 1 

$ -
1,156 

36 
60 
32 

1 

Level 3 

Description 
Investments in available-for-sale auction rate securities'"'*'' 
Nuclear decommissioning trust fund equity securities*) 
Nuclear decommissioning trust fund debt securities'̂  
Other long-term trading and available-for-sale equity securities''"''' 
Other long-term trading and available-for-sale debt securities'*''' 

— $198 

Derivative assets'"' 

Total Assets 
Derivative liabilities'* 

Net Assets 

120 

$2,407 
(217) 

$2,190 

1 

$1,285 
(112) 

$1,173 

24 

$829 
(35) 

$794 

95 

$293 
(70) 

$223 

(a) Included In Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(b) See Note 16 for additional information related to investments by major security type. 
(c) Included in Other within Current /tesets and Other within Investments and Other Assets on the Consolidated Balance Sheets 
(d) Included In Other within Current Liabilities and Other within Deferred Credits and Other Uabilities on the Consolidated Balance Sheets. 
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The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring 

basis where the determination of fair value includes significant unobsen/able inputs (Level 3): 

Rollforward of Level 3 Measurements 

Available-for-Sale 
Auction Rate 

Securities 

Available-for-Sale 
NDTF 

Investments 
Derivatives 

(net) Total 

Year Ended December 31, 2010 
BalanceatJanuary 1, 2010 

Total pre-tax realized or unrealized losses Included in earnings; 
Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 

Total pre-tax gains (losses) included in other comprehensive income 
Net purchases, sales, issuances and settlements 
Total gains included on the Consolidated Balance Sheet as regulatory asset or 

liabilify or as non-current liability 

$198 

22 
(102) 

$ -

45 

$ 25 $ 223 

(45) 
(13) 

(1) 
(3) 

18 

(45) 
(13) 
21 

(60) 

20 

Balance at December 31, 2010 $118 $47 $(19) $146 

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

Revenue, non-regulated electric, natural gas, and other 
Fuel used In electric generation and purchased power-non-regulated 

$ 1 $ 1 

Total $ 1 $ 1 

Year Ended December 31, 2009 
BalanceatJanuary 1, 2009 

Total pre-tax realized or unrealized gains (losses) Included In earnings: 
Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 

Total pre-tax (losses) gains Included in other comprehensive income 
Net purchases, sales. Issuances and settlement 
Total losses included on the Consolidated Balance Sheet as regulatory asset or 

liability or as non-current liability 

224 

(10) 
(16) 

$34 

(14) 

258 

(5) 
16 

1 
(7) 

(5) 
16 
(9) 

(23) 

(14) 
Balance at December 31, 2009 $ 198 $ 25 223 

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

Revenue, non-regulated electric, natural gas, and other 
Fuel used In electric generation and purchased power-non-regulated 

$(14) $ (14) 
(12) (12) 

Total $(26) $ (26) 

Year Ended December 31, 2008 
Balance at January 1, 2008 

Transfers in to Level 3 
Total pre-tax realized or unrealized losses included in earnings: 

Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 
Other income and expense, net 

Total pre-tax losses included in other comprehensive Income 
Net purchases, sales, issuances and sett;lements 
Total gains included on the Consolidated Balance Sheet as regulatory asset or 

liability or as non-current liability 

15 

285 

(3) 
(43) 
(30) 

8 $ 23 

— 
(11) 
96 

— 
(1) 

(84) 

285 
(11) 
96 
(3) 

(44) 
(114) 

26 26 

Balance at December 31, 2008 $ 224 34 $ 258 

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

Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 
Other income and expense, net (3) 

$ (3) $ (3) 
30 30 
— (3) 

Total $ (3) $ 27 $ 24 
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Duke Energy Carolinas 

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy Carolinas' Consolidated 

Balance Sheets atfairvalue at DecemberSl, 2010 and DecemberSl, 2009. Amounts presented in the tables below exclude cash collateral 

amounts 

(in millions) 

Description 
Investments In available-for-sale auction rate securities'*"' 
Nuclear decommissioning trust fund equify securities'"' 
Nuclear decommissioning trust fund debt securities'"' 
Derivative assets'w 

Total assets 
Derivative liabilities'̂ " 

Total Fair Value 
Amounts at 

December 31, 
2010 

$ 12 
1,365 

649 
62 

Level 1 

$ -
1,313 

35 
1 

Level 2 

$ -
46 

573 
61 

Level 3 

$12 
6 

41 
— 

2,088 
(1) 

1,349 
(1) 

680 59 

Net assets $2,087 $1,348 $680 

(In millions) 

Total Fair Value 
Amounts at 

December 31, 
2009 

$59 

(a) Included In Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(b) Included in Other within Cunent Assets and Other within Investments and (3ther Assets on the Consolidated Balance Sheets. 
(c) See Note 16 for additional information related to investments by major security type. 
(d) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

Level 1 Level 2, Level 3 

Description 
Investments In available-for-sale auction rate securities'"""' 
Nuclear decommissioning trust fund equify securities'"'' 
Nuclear decommissioning trust fund debt securities"'* 
Derivative assets'"' 

$ 66 $ — 
1,156 1,156 

609 36 
1 — 

573 
1 

$66 

Net Assets $1,832 $1,192 $574 $66 

(a) Included In Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(b) See Note 16 for additional Information related to Investments by major security type. 
(c) Included In Other within Current Assets and Other within investments and Other Assets on the Consolidated Balance Sheets. 

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 signiflcant unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

(In millions) 

Available-for-Sale 
Auction Rate 

Securities 

Avallable-for-Sale 
NDTF 

Investments Total 

Year Ended December 31, 2010 
Balance at January 1, 2010 

Total pre-tax gains included in other comprehensive income 
Net purchases, sales, issuances and settlements 
Total gains included on the Consolidated Balance Sheet as regulatory asset or liability or 

as non-current liability 

66 
12 

(66) 

$ -
— 
45 

$66 
12 

(21) 

Balance at DecemberSl, 2010 $ 12 $47 $ 59 
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Available-for-Sale 
Auction Rate 

(in millions) Securities 

Year Ended December 31, 2009 
Balance at January 1, 2009 $ 72 

Total pre-tax unrealized losses Included in Other Comprehensive Income (6) 

Balance at December 31, 2009 $66 

Year Ended December 31, 2008 
Balance at January 1, 2008 $ — 

Total transfers in to Level 3 82 
Total pre-tax unrealized losses included in Other Comprehensive income (10) 

Balance at December 31, 2008 \ $(72) 

Duke Energy Ohio 

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy Ohio's Consolidated 

Balance Sheets at fair value at December 3 1 , 2010 and December 3 1 , 2009. Amounts presented in the tables below exclude cash collateral 

amounts which are disclosed separately In Note 14. 

Total Fair Value 
Amounts at 

December 31, 
(in millions) 

Description 
Derivative assets'̂ ' 
Derivative liabilities"'' 

Net Assets 

2010 

$59 
(32) 

$27 

Level 1 

$20 
(7) 

$13 

Level 2 

$ 6 
(5) 

$ 1 

Level 3 

$33 
(20) 

$13 

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

Total Fair 
Value 

Amounts at 
DecemberSl, 

(in millions) 

Description 
Derivative assets'̂ ' 
Derivative liabilities"'' 

Net (Uabilities) Assets 

2009 

$ 36 
(146) 

$(110) 

Level 1 

$ 1 
(112) 

$(111) 

Level 2 

$ 3 
(9) 

$(6) 

Level 3 

$32 
(25) 

$ 7 

(a) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(b) Included In Other within Current Uabilities and Other within Deferred Credits and Other Uabilities on the 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 unobser\/able inputs (Level 3): 

Rollforward of Level 3 Measurements 

Derivatives 
(net) 

Year Ended December 31, 2010 
BalanceatJanuary 1, 2010 $ 7 

Total pre-tax realized or unrealized gains (losses) included in earnings: 
Revenue, non-regulated electric and other 8 
Fuel used In electric generation and purchased power-non-regulated (12) 

Net purchases, sales, issuances and settlements 8 
Total pre-tax losses included In other comprehensive income (1) 
Total gains Included on the Consolidated Balance Sheet as regulatory asset or liability or as non-current liability 3 

Balance at December 31, 2010 $ 13 

Pre-tax amounts Included In the Consolidated Statements of Operations related to Level 3 measurements outstanding at December 31, 
2010: 

Revenue, non-regulated electric and other $ 17 
Fuel used in electric generation and purchased power-non-regulated — 

Total ^ $^7 

Year Ended December 31, 2009 
BalanceatJanuary 1,2009 $ 8 

Total pre-tax realized or unrealized (losses) gains included in earnings: 
Revenue, non-regulated electric and other (6) 
Fuel used In electric generation and purchased power-non-regulated 16 
Total pre-tax gains included in other comprehensive income 1 

Net purchases, sales. Issuances and settlements 6 
Total losses included on the Consolidated Balance Sheet as regulatory asset or liability or as non-current liability (18) 

Balance at December 31, 2009 

Pre-tax amounts Included In the Consolidated Statements of Operations related to Level 3 measurements outstanding at December 31, 
2009: 

Fuel used in electric generation and purchased power-non-regulated 

Total 

$ 7 

(12) 

. $(12) 

Year Ended December 31, 2008 
Balance at January 1, 2008 $ (22) 

Total pre-tax realized or unrealized gains (losses) Included in earnings: 
Revenue, non-regulated electric and other (1) 
Fuel used in electric generation and purchased power-non-regulated 96 

Net purchases, sales, issuances and settlements (63) 
Total losses Included on the Consolidated Balance Sheet as regulatory asset or liability or as non-current liability (2) 

Balance at December 31, 2008 $ 8 

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

Revenue, non-regulated electric and other $ 7 
Fuel used in electric generation and purchased power-non-regulated 30 

Total $ 37 
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Duke Energy Indiana 

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy Indiana's Consolidated 

Balance Sheets at fair value at December 31, 2010 and December 3 1 , 2009. Amounts presented In the tables below exclude cash collateral 

amounts. 

Total Fair 
Value 

Amounts at 
December 31, 

(In millions) 2010 Level 1 Level 2 Level 3 

Description 
Available-for-sale equity securities'""'" 
Available-for-sale debt securities''"'" 

$47 
26 

$47 
26 

Derivative assets"'' 

Total Assets 
Derivative liabilities''^' 

Net Assets 

4 

77 
(2) 

$75 

— 
47 

$47 

— 
26 
(2) 

$24 

4 

4 

$ 4 

(a) Included in Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(b) Included in Other within Current Assets on the Consolidated Balance Sheets. 
(c) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
(d) See Note 16 for additional information related to investments by major security type 

(in millions) 

Total Fair Value 
Amounts at 

December 31, 
2009 Level 1 Level 2 Level 3 

Description 
Available-for-sale equity securities'''"'" 
Available-for-sale debt securities'̂ "* 

$42 
28 

$42 
28 

Derivative assets"" 

Total Assets 
Derivative liabilities'':' 

Net Assets 

4 

74 
(2) 

$72 

— 
42 

$42 

— 
28 
(2) 

$26 

4 

4 

$ 4 

(a) Included In Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(b) Included in Other within Current Assets on the Consolidated Balance Sheets. 
(c) Included in Other within Current Liabilities and Other within Deferred Credits and Other Uabilities on the Consolidated Balance Sheets. 
(d) See Note 16 for additional information related to investments by major security type. 
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The following table provides a reconciliation of beginning and ending balances of assete measured at fair value on a recurring basis where 

the determination of fair value includes significant unobsen/able inputs (Level 3): 

Rollforward of Level 3 measurements 

Derivatives 
(In millions) (net) 

Year Ended December 31,2010 
BalanceatJanuary 1, 2010 $ 4 

Net purchases, sales, issuances and settlements (15) 
Total gains included on the Consolidated Balance Sheet as regulatory asset or liability or as current or non-current liability 15 

Balance at December 31, 2010 $ 4 

Year Ended December 31, 2009 
Balance at Januaiy 1, 2009 $ 10 

Net purchases, sales, Issuances and settlements (9) 
Total gains included on the Consolidated Balance Sheet as regulatory asset or liability or as current or non-current liability 3 

Balance at December 31, 2009 $ 4 

Year Ended December 31, 2008 
BalanceatJanuary 1,2008 $ — 

Net purchases, sales, issuances and settlements (17) 
Total gains included on the Consolidated Balance Sheet as regulatory asset or liability or as current or non-current liability 27 

Balance at December 31, 2008 $ 10 

Additional Fair Value Disclosures - Long-term debt: 

The fair value of financial instruments, excluding financial assets and certain financial liabilities included in the scope of the accounting 

guidance for fair value measurements disclosed in the tables above, is summarized in the following table. Judgment is required in interpreting 

mart<et data to develop the estimates of fair value. Accordingly, the estimates determined as of December 3 1 , 2010 and 2009 are not 

necessarily indicative ofthe amounts the Duke Energy Registrants could have seti:led in current markets. 

Asof December 31, 2010 

Duke Energy 
Duke Energy Carolinas Duke Energy Ohio Duke Energy Indiana 

Book Approximate Book Approximate Book Approximate 
(in millions) Value Fair Value Value Fair Value Value Fair Value 

Long-term debt, including current maturities'̂ ' $18,210 $19,484 $7,770 $8,376 $2,564 $2,614 

Book 
Value 

$3,472 

Approximate 
Fair Value 

$3,746 

(a) Includes Non-recourse long-term debt of variable interest entities of $976 million for Duke Energy and $300 million for Duke Energy Carolinas. 

As of December 31, 2009 

Duke Energy 
Duke Energy Carolinas Duke Energy Ohio Duke Energy Indiana 

Book Approximate Book Approximate Book Approximate Book Approximate 
(in millions) Value Fair Value Value Fair Value Value Fair Value Value Fair Value 

Long-term debt, including current maturities'̂ ' $17,015 $16,899 $7,666 $7,312 $2,592 $2,529 $3,090 $3,239 

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

At both December 3 1 , 2010 and December 31 , 2009, the fair instruments and/or because the stated rates approximate market 

value of cash and cash equivalents, accounts and notes receivable, rates. 

accounts payable and commercial paper, as well as restricted funds See Note 21 for disclosure of fair value measurements for 

held in b-ust at Duke Energy Ohio, are not materially different from investments that support Duke Energy's qualified, non-qualified and 

their cariying amounts because of the short-term nature of these other post-retirement benefit plans. 
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16. INVESTMENTS IN DEBT AND EQUITY SECURITIES 

The Duke Energy Registrants classify their investments in debt 

and equify securities into two categories - trading and 

available-for-sale. Investments in debt and equify securities held in 

grantor trusts associated with certain deferred compensation plans 

and certain other investments are classified as trading securities and 

are reported at fair value in the Consolidated Balance Sheets with net 

realized and unrealized gains and losses included in earnings each 

period. All other investments in debt and equity securities are 

classified as available-for-sale securities, which are also reported at 

fair value on the Consolidated Balance Sheets with unrealized gains 

and losses excluded from earnings and report;ed either as a regulatory 

asset or liability, as discussed further below, or as a component of 

other comprehensive income until realized. 

Trading Securities. Duke Energy holds investments in debt and 

equity securities in grantor trusts that are associated with ceriiain 

deferred compensation plans. At December 3 1 , 2010 and 

December 31, 2009, the fair value of these investments was $29 

million and $33 million, respectively. Additionally, at DecemberSl, 

2010 Duke Energy held Windstream Corp. equity securities, which 

were received as proceeds from the sale of Duke Energy's equify 

investment in Q-Comm during the fourth quarter of 2010 (see note 

3). The fair value of these securities at December 3 1 , 2010 was $87 

million. Duke Energy subsequentiy sold these securities in the first 

quarter of 2011. The sale did not result in a material gain or loss. 

Available for Sale Securities. Duke Energy's available-for-sale 

securities are primarily comprised of investments held in the NDTF at 

Duke Energy Carolinas, investments in a grantor trust at Duke Energy 

Indiana related to other post-retirement benefit plans as required by 

the IURC, Duke Energy captive insurance investment portfolio and 

investments of Duke Energy and Duke Energy Carolinas in auction 

rate debt securities. The investments within the Duke Energy 

Carolinas NDTF and the Duke Energy Indiana grantor trust are 

managed by independent investment managers with discretion to 

buy, sell and invest pursuant to the objectives set forth by the trust 

agreements. Therefore, Duke Energy Carolinas and Duke Energy 

Indiana have limited oversight of the day-to-day management of 

these investments. Since day-to-day investment decisions, Including 

buy and sell decisions, are made by the investment manager, the 

abilify to hold investments in unrealized loss positions is outside the 

control of Duke Energy Carolinas and Duke Energy Indiana. 

Accordingly, all unrealized 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 

investments in debt and equity securities within the Duke Energy 

Carolinas NDTF and the Duke Energy Indiana grantor trust are 

deferred as a regulatory asset, thus there is no immediate impact on 

the earnings of Duke Energy Carolinas and Duke Energy Indiana as a 

result of any other-than-temporary impairments that would otherwise 

be required to be recognized in earnings. For investments in debt and 

equity securities held in the captive insurance 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, at which time the write-down to fair 

value may be included in earnings based on the criteria discussed 

below. 

For available-for-sale securities outside ofthe Duke Energy 

Carolinas NDTF and the Duke Energy Indiana grantor trust, which 

are discussed separately above, Duke Energy analyzes all investment 

holdings each reporting period to determine whether a decline in fair 

value should be considered other-than-temporaty. 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-temporaty impairment, if the 

entity does not have an intent to sell the security and it is not more 

likely than not that management will be required to sell the debt 

security before the recovety of its cost basis, the impairment write

down to fair value would be recorded as a component of other 

comprehensive income, except for when it is determined that a credit 

loss exists. In determining whether a credit loss exists, management 

considers, among other things, the length of time and the extent to 

which the fair value has been less than the amortized cost basis, 

changes in the financial condition of the issuer of the security, or in 

the case of an asset backed security, the financial condition of the 

underiying loan obligors, consideration of underiying 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 credit loss exists, the amount of impairment write

down to fair value would be split between the credit loss, which 

would be recognized in earnings, and the amount ati;ributable to all 

other factors, which would be recognized In other comprehensive 

income. Since management believes, based on consideration of the 

criteria above, that no credit loss exists as of December 3 1 , 2010 

and 2009, and 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 it 

is not more likely than not that management will be required to sell 
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these securities before the anticipated recovery of their cost basis, 

management concluded that there were no other-than-temporaty 

impairments necessary as of December 31 , 2010 and 2009. 

Accordingly, all changes in the market value of investments in 

auction rate debt securities and captive insurance investments were 

reflected as a component of other comprehensive income in 2010 

and 2009. However, during the year ended DecemberSl, 2008, 

Duke Energy recorded a pre-tax impairment charge to earnings of 

approximately $13 million related to the credit risk of certain 

investments including auction rate debt securities. The remaining 

changes in fair value of investments in auction rate debt securities 

and captive insurance investments in 2008 were considered 

temporaty and were reflected as a component of other 

comprehensive income. See Note 15 for additional information 

related to fair value measurements for investments in auction rate 

debt securities that were not part of its NDTF or captive insurance 

investment portfolio. 

IVIanagement will continue to monitor the carrying value of its 

entire portfolio of investments in the future to determine if any 

additional other-than-temporary impairment losses should be 

recorded. 

Investments in debt and equity securities are classified as either 

short-term investments or long-term investments based on 

management's intent and ability to sell these securities, taking into 

consideration liquidity factors in the current markets with respect to 

certain short-term investments that have historically provided for a 

high degree of liquidify, such as investments in auction rate debt 

securities. 

Short-term investments. 

During the year ended DecemberSl, 2010 and 2009, there 

were no purchases or sales of short-term investments. 

Long-term investments. 

Duke Energy classifies its investments in debt and equify 

securities held in the Duke Energy Carolinas NDTF (see Note 15 for 

further information), the Duke Energy Indiana grantor trust and the 

captive insurance investment portfolio as long-term. Additionally, 

Duke Energy has classified $118 million carrying value ($149 

million parvalue) and $198 million carrying value ($251 million par 

value) of investments in auction rate debt securities as long-term at 

December 31 , 2010 and 2009, respectively, due to market illiquidity 

factors as a result of continued failed auctions. All of these 

investments are classified as available-for-sale and, therefore, are 

reflected on the 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 management does not intend to 

use these investments in current operations, these investments are 

classified as long-term. 

The cost of securities sold is determined using the specific 

identification method. During the years ended DecemberSl, 2010, 

2009 and 2008, Duke Energy purchased long-term investments of 

$2,166 million, $3,013 million and $3,076 million, respectively, 

and received proceeds on sales of $2,261 million $2,988 million 

and $3,030 million, respectively. The majority of these purchases 

and sales relate to activity within the Duke Energy Carolinas NDTF, 

including annual contributions to the NDTF of $48 million pursuant 

to an order by the NCUC (see Note 9). 

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

Duke Energy 

December 3 1 , 2010 

Gross 
Unrealized 

Holding 
Gains'^' 

$481 
12 

1 
10 
— 
11 

Gross 
Unrealized 

Holding 
Losses'^! 

$(16) 
(3) 
(9) 
(1) 

(31) 
(5) 

Estimated 
Fair 

Value 

$1,435 
270 

69 
235 
118 
274 

DecemberSl, 200S 

Gross 
Unrealized 

Holding 
Gains'^' 

$337 
14 
2 

11 
— 
18 

Gross 
Unrealized 

Holding 
Losses'̂ ' 

$ (30) 
(2) 
(8) 
(1) 

(53) 
(18) 

Estimated 
Fair 

Value 

$1,216 
256 
83 

290 
198 
211 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Debt Securities 
Other 

Total long-term investments $515 $(65) $2,401 $382 $(112) $2,254 

(a) The table above includes unrealized gains and losses of $505 million and $32 million, respectively, at December 3 1 , 2010 and unrealized gains and losses of $374 million and $56 
million, respectively, at December 31 , 2009 associated with investments held in the Duke Energy Carolinas NDTF. Additionally, the table above includes unrealized gains of $5 million 
and an insignificant amount-of unrealized losses, respectively, at December 3 1 , 2010 and unrealized gains of $1 million and an insignificant amount of unrealized losses, respectively, at 
December 31 , 2009 associated with investments held in the Duke Energy Indiana grantor trust. As discussed above, unrealized losses on investments within the NDTF and Duke Energy 
Indiana grantor tnjst are deferred as a regulatory asset pursuant to regulatoty accounting treatment. 
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For the years ended December 31 , 2009 and 2008, a pre-tax gain of $7 million and a pre-tax loss of $1 million, respectively, were 

reclassified out of AOCI into earnings. 

Debt securities held at December 31 , 2010, which excludes auction rate securities based on the stated maturity date, mature as follows: 

$34 million in less than one year, $171 million in one to five years, $186 million in six to 10 years and $456 million thereafter 

The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized loss position for which 

other-than-temporary impairment losses have not been recorded in the Consolidated Statement of Operations, summarized by investment type 

and length of time that the securities have been in a continuous loss position, are presented in the table below as of December 31 , 2010 and 

2009. 

As of December 31, 2010 Asof DecemberSl, 2009 

Estimated 
Fair 

Value'* 

$ 85 
73 
42 
38 

118 
84 

Unrealized 
Loss 

Position 
> 12 months 

(11) 
(2) 
(8) 
— 

(31) 

(1) 

Unrealized 
Loss 

Position 
< 12 months 

$ (5) 
(2) 
(1) 
(1) 
— 
(3) 

Estimated 
Fair 

Value'^' 

$164 
38 
59 
93 

198 
51 

Unrealized 
Loss 

Position 
>12 months 

$ (7) 

— 
— 
(1) 

(53) 

(15) 

Unrealized 
Loss 

Position 
<12 months 

$(23) 
(2) 
(8) 
— 
— 
(3) 

Equify Securities 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Debt Securities"" 
Other 

Total long-term investments $440 $(53) $(12) $603 $(76) $(36) 

(a) The table above Includes fair values of $226 million and $298 million at DecemberSl, 2010 and DecemberSl, 2009, respectively, associated with investments held in the Duke 
Energy Carolinas NDTF. Additionally, the table above includes fair values of $5 million and $27 million at December 31 , 2010 and December 3 1 , 2009, respectively, associated with 
Investments held in the Duke Energy Indiana grantor trust. 

(b) See Note 15 for information about fair value measurements related to Investments in auction rate debt securities. 

Duke Energy Carolinas 

December 3 1 , 2010 

Gross 
Unrealized 

Holding 
Gains 

$475 
10 

1 
10 
— 
9 

Gross 
Unrealized 

Holding 
Losses 

$(16) 
(3) 
(9) 
— 
(3) 
(4) 

Estimated 
Fair 

Value 

$1,365 
227 
43 

224 
12 

155 

DecemberSl, 2009 

Gross 
Unrealized 

Holding 

Gains 

$336 
10 
1 

11 
— 
16 

Gross 
Unrealized 

Holding 
Losses 

$(27) 
(2) 
(8) 
(1) 

(16) 
(18) 

Estimated 
Fair 

Value 

$1,156 
195 
55 

258 
66 

100 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Debt Securities 
Other 

Total long-term investments $505 $(35) $2,025 $374 $(72) $1,831 

Forthe years ended December 31 , 2010, 2009, and 2008, there were no gains reclassified out of AOCI into earnings. 

Debt securities held at December 31 , 2010, which excludes auction rate securities based on the stated maturity date, mature as follows-. 

$29 million in less than one year, $126 million in one to five years, $145 million in six to 10 years and $349 million thereafter. 
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The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized loss position for which 

other-than-temporary impairment losses have not been recorded, summarized by investment type and length of time that the securities have 

been in a continuous loss position, are presented in the table below as of December 3 1 , 2010 and December 3 1 , 2009. 

As of December 31, 2010 Asof DecemberSl, 2009 

Estimated 
Fair 

Value 

$ 79 
59 
28 
33 
12 
27 

Unrealized 

Loss 
Position 

> 12 months 

(11) 
(2) 
(8) 
— 
(3) 
(1) 

Unrealized 
Loss 

Position 
< 1 2 months 

$ (5) 

(1) 
(1) 
— 
— 
(3) 

Estimated 
Fair 

Value 

$145 
27 
32 
64 
66 
SO 

Unrealized 
Loss 

Position 
> 12 months 

$ (4) 

— 
— 
(1) 

(16) 
(16) 

Unrealized 
Loss 

Position 
< 12 months 

$(23) 
(2) 
(8) 
— 
— 
(2) 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Debt Securities'̂ ' 
Other 

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

(a) See Note 15 for information about fair value measurements related to investments in auction rate debt securities. 

Duke Energy Indiana 

December 3 1 , 2010 

Gross 
Unrealized 

Holding 
Gains 

Gross 
Unrealized 

Holding 
Losses 

Estimated 
Fair 

Value 

December 3 1 , 2009 

Gross 

Unrealized 
Holding 

Gains 

Gross 
Unrealized Estimated 

Holding Fair 
Losses Value 

Equify Securities 
Municipal Bonds 
Other 

Total long-term Investments 

$ 6 

$ 6 

$ -

$ -

$47 
26 

$73 

$ -
1 

$ 1 

$ -

$ -

$42 
27 

1 

$70 

Debt securities held at DecemberSl, 2010 mature as follows-. $1 million in less than one year, $15 million in one to five years, $8 

million in six to 10 years and $2 million thereafter. 

At Duke Energy Indiana, asof DecemberSl, 2010 and DecemberSl, 2009, $14 million and $27 million, respectively, cartying value of 

available-for-sale equify and debt securities were in an insignificant unrealized loss position for which other-than-temporaty impairment losses 

have not been recorded. 

17. VARIABLE INTEREST ENTITIES 

A VIE is an entify that is evaluated for consolidation using more than a simple analysis of voting control. The analysis to determine whether 

an entify is a VIE considers contracts with an entify, credit support for an entify, the adequacy of the equity Investment of an entity and the 

relationship of voting power to the amount of equity invested in an entity. This analysis is performed either upon the creation of a 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 a VIE based on what party has the power to direct the most 

significant activities of a legal entity that impact its economic peri'ormance 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 consolidates a VIE is a continual reassessment. 

As discussed in Note 1, the Duke Energy Registrants adopted new accounting rules associated with VIEs effective January 1, 2010. There 

were no material changes in decisions on consolidation of VIEs except for the adoption of new accounting rules that required Duke Energy to 

consolidate Cinergy Receivables, as discussed in Note 1. 
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CONSOLIDATED VIEs 

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

and Duke Energy Carolinas' respective Consolidated Balance Sheets. All entities listed in the table below are consolidated by Duke Energy, while 

onfy DERF is consolidated by Duke Energy Carolinas. None of these entities is consolidated by Duke Energy Ohio or Duke Energy Indiana. 

No financial support was provided to any of the consolidated VIEs during the years ended December 31 , 2010 and 2009, respectivefy, or 

is expected to be provided in the future, that was not previously contractually required. 

(in millions) 
Cinergy Total 

Receivables DERF CinCap V Renewables Other Duke Energy 

At December 31, 2010 
VIE Balance Sheets 
Restricted Receivables of VIEs 
Other Current Assets 
Intangibles, net 
Restricted Other Assets of VIEs 
Other Assets 
Property, Plant and Equipment Cost, VIES 
Less Accumulated Depreciation and Amortization 
Other Assets 

$629 
— 
— 
— 
— 
— 
— 
— 

629 
— 

216 

$637 
— 
— 
— 
— 
— 
— 
— 

637 
— 
— 

— 
300 

— 
— 
— 

$ 12 
4 

— 
76 
23 
— 
— 
— 

115 
— 
— 

9 
5 

71 
— 
— 
22 

$ 20 
282 

13 
(2) 
— 

892 
(26) 
24 

1,203 
2 

1 
45 
16 

518 
191 

12 
4 

$ .4 
8 

— 
65 
— 
50 

(29) 
(3) 

95 
2 

— 

7 
— 
87 
— 
— 
— 

$1,302 
294 

13 
139 
23 

942 
(551 
21 

2,679 
4 

216 
1 

61 
21 

976 
191 

12 
26 

Total Assets 
Accounts Payable 
Non-Recourse Notes Payable 
Taxes Accrued 
Current Maturities of Long-Term Debt 
Other Current Uabilities 
Non-Recourse Long-Term Debt 
Deferred Income Taxes 
Asset Retirement Obligation 
Other Liabilities 

Total Liabilities 

Noncontrolling interests 

Net Duke Energy Corporation Shareholder's Equity 

216 300 

— — 

$413 $337 

107 

— 
$ 8 

789 96 

— 1 

$ 414 $ (2) 

1,508 

1 

$1,170 

Cinergy Receivables. 

Cinergy Receivables was formed in order to secure low cost 

financing for Duke Energy Ohio, including Duke Energy Kentucky, 

and Duke Energy Indiana. Duke Energy Ohio, Duke Energy Kentucky 

and Duke Energy Indiana sell on a revolving basis at a discount, 

nearly all of their customer accounts receivable and related collections 

to Cinergy Receivables. 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 

Cinergy Receivables through a facilify managed by two unrelated 

third parties,and the receivables are used as collateral for commercial 

paper issued by the unrelated third partiies. These loans provide the 

cash portion of the proceeds paid by Cinergy Receivables to Duke 

Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana. The 

proceeds obtained by Duke Energy Ohio, Duke Energy Kentucky and 

Duke Energy Indiana from the sales of receivables are cash and a 

subordinated note from Cinergy Receivables (subordinated retained 

interest in the sold receivables) for a portion ofthe purchase price 

(fypically approximates 25% of the total proceeds). The amount 

borrowed by Cinergy Receivables against these receivables is 

non-recourse to the general credit of Duke Energy, and the associated 

cash collections from the accounts receivable sold is the sole source 

of funds to satisfy the related debt obligation. Borrowing is limited to 

approximately 75% ofthe transferred receivables. Losses on 

collection In excess of the discount are first absorbed by the equity of 

Cinergy Receivables and next by the subordinated retained interests 

held by Duke Energy Ohio, Duke Energy Kentucky and Duke Energy 

Indiana. The discount on the receivables reflects interest expense plus 

an allowance for bad debts net of a servicing fee charged by Duke 

Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana. Duke 

Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana are 

responsible for the servicing of the receivables (collecting and 

applying the cash to the appropriate receivables). Depending on the 

experience with collections, additional equity infusions to Cinergy 

Receivables may be required to be made by Duke Energy in order to 

maintain a minimum equity balance of $3 million. The amount 
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borrowed fluctuates 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 is October 2011. 

As noted above, Cinergy Receivables is required to maintain a 

minimum net worth of $3 million. For the years ending 

December 31 , 2010 and 2009, Duke Energy infused $10 million 

and $11 million, respectively, of equity to Cinergy Receivables to 

remedy net wort;h deficiencies. There were no equity infusions by 

Duke Energy in 2008. The net worth deficiencies were partially 

attributable to the economic downturn starting in 2008 having a 

negative impact on customers' ability to pay their utility bills. Cinergy 

Receivables, Duke Energy Ohio, Duke Energy Kentucky and Duke 

Energy Indiana continue to monitor arrearages to determine whether 

an other-than-temporaty impairment of receivables has occurred. 

Cinergy Receivables is considered a VIE because the equity 

capitalization is insufl'icient to support its operations, the power to 

direct the most significant activities of the entity are not performed by 

the equity holder, Cinergy, and deficiencies in the net worth of 

Cinergy Receivables are not funded by Cinergy, but by Duke Energy. 

The most significant activity of Cinergy Receivables relates to the 

decisions made with respect to the management of delinquent 

receivables. These decisions, as well as the requirement to make up 

deficiencies in net worth, are made by Duke Energy and not by Duke 

Energy Ohio, Duke Energy Kentucky or Duke Energy Indiana. Thus, 

as discussed in Note 1, effective January 1, 2010, Duke Energy 

began consolidating Cinergy Receivables. Neither Duke Energy Ohio 

or Duke Energy Indiana consolidate Cinergy Receivables. 

Prior to the consolidation of Cinergy Receivables by Duke 

Energy, Duke Energy's Consolidated Balance Sheets reflected the 

retained interest in the accounts receivable transferred to Cinergy 

Receivables as Receivables and its equity in Cinergy Receivables 

within Investments in Equity IVIethod Unconsolidated Affiliates. The 

retained interest balance of $340 million at December 31 , 2009 has 

been reclassified to Restricted Receivables of Variable Interest Entities 

on Duke Energy's Consolidated Balance Sheets to conform to current 

year presentation. 

DERF 

Duke Energy Carolinas securitizes certain accounts receivable 

through DERF, a bankruptcy remote, special purpose subsidiaty. 

DERF is a wholly-owned limited liabilify 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 2012. Duke Energy Carolinas provides the servicing for the 

receivables (collecting and appfying 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 DERF or 

guarantee performance. DERF is considered a VIE because the equity 

capitalization is insufl'icient to support its operations. If deficiencies in 

the net worth of DERF were to occur, those deficiencies would be 

cured through funding from Duke Energy Carolinas. In addition, the 

most significant activity of DERF relates to the decisions made with 

respect 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 met the accounting 

requirements to consolidate DERF effective January 1, 2010. 

As DERF has historicaify been consolidated by Duke Energy 

Carolinas, the adoption of the new accounting rules related to VIEs 

effective January 1, 2010 had no significant impact on Duke Energy 

Carolinas' Consolidated Financial Statements. 

See Note 6 for further information. 

CinCap V. 

CinCap V was created to finance and execute a power sale 

agreement with Central Maine Power Company for approximately 35 

MW of capacity and energy. This agreement expires in 2016. CinCap 

V is considered a VIE because the equity capitalization is insufficient 

to support its operations. As Cinergy has the power to direct the most 

significant activities of the entity, which are the decisions to hedge 

and finance the power sales agreement, CinCap V is consolidated by 

Duke Energy. As CinCap V has historically been consolidated by 

Duke Energy, the adoption of the new accounting rules related to 

VIEs effective January 1, 2010 had no significant impact on Duke 

Energy's Consolidated Financial Statements. 

In addition to the amounts included in the above table for the 

year ended December 31 , 2010, CinCap V was also consolidated by 

Duke Energy for the year ended December 3 1 , 2009 and included, 

$94 million of notes receivable which are included on the 

Consolidated Balance Sheets at December 3 1 , 2009. Of this 

amount, $8 million is included in Receivables on the Consolidated 

Balance Sheets and $86 million is included in Restricted Assets of 

Variable Interest Entities on the Consolidated Balance Sheets at 

December 3 1 , 2009. Also, $89 million of non-recourse debt was 

included on the Consolidated Balance Sheets, of which $8 million is 

included in Current Maturities of Long-Term Debt on the Consolidated 

Balance Sheets and $81 million is included in Non-Recourse Long-

Term Debt of Variable Interest Entities on the Consolidated Balance 
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Sheets at December 31 , 2009. In addition, miscellaneous other 

assets and liabilities are included on Duke Energy's Consolidated 

Balance Sheets at December 3 1 , 2009. 

CinCap V has a note receivable with one counterparty whose 

credit rating is BBB-F. The cash flows from the note receivable is 

designed to repay debt. The note receivable, with a balance of $85 

million and $94 million at DecemberSl, 2010 and 2009, 

respectively, bears an effective interest rate of 9.23% and matures in 

December 2016. 

The maturity dates of the note receivable at CinCap V at 

DecemberSl, 2010 are as follows: $10 million in 2011, $11 

million in 2012, $13 million in 2013, $15 million in 2014, $17 

million in 2015 and $19 million thereafl:er. 

CinCap Vs debt was obtained from a bank and is non-recourse 

to the general credit of Duke Energy. Duke Energy and its subsidiaries 

have no requirement to provide liquidity, purchase assets of Cincap V 

or guarantee pert'ormance. 

Renewables. 

As discussed in Note 6, during the second quarter of 2010, 

Green Frontier Windpower, LLC, a subsidiary of DEGS, an indirect 

wholly-owned subsidiary of Duke Energy, entered into a long-term 

loan agreement for $325 million. The collateral for this loan is a 

group of five renewable energy facilities located in Wyoming, 

Colorado and Pennsylvania. Also, as discussed in Note 6, in 

December 2010, Top of the Worid Wind Energy LLC, a subsidiary of 

DEGS and an indirect wholly-owned subsidiary of Duke Energy, 

entered into a long-term loan agreement for $193 million principal 

amount maturing in December 2028. The collateral for this loan is 

substantially all of the assets of the Top of the World wind energy 

facility. 

In the second quarter of 2010, TX Solar I, LLC, a subsidiaiy of 

DEGS and an indirect wholly-owned subsidiary of Duke Energy, 

entered into a long-term note purchase agreement for $45 million. 

The collateral for this note purchase agreement is substantially all of 

the assets of the TX Solar photovoltaic energy facility. 

These renewable energy facilities are VIEs due to power 

purchase agreements with terms that approximate the expected life of 

the projects. These fixed price agreements eff'ectively transfer the 

commodity price risk to the buyer ofthe power. Duke Energy has 

consolidated these entities since inception because the most 

significant activities that impact the economic peri'ormance of these 

renewable energy facilities were the decisions associated with the 

siting, negotiation of the purchase power agreement, engineering, 

procurement and construction, all of which were made solely by 

Duke Energy. 

The debt is non-recourse to the general credit of Duke Energy. 

Duke Energy and its subsidiaries have no requirement to provide 

liquidity, purchase the assets of these renewable energy facilities or 

guarantee performance except for a Green Frontier Windpower, LLC 

$37 million multi-purpose letter of credit. Top of the Worid Wind 

Energy, LLC's debt service reserve and operations and maintenance 

reserve guarantees with liability caps of $11 million and $10, million 

respectively and a TX Solar 1, LLC $2 million debt service reserve 

guarantee. The assets are restricted and they cannot be pledged as 

collateral or sold to third parties without the prior approval of the debt 

holders. 

Other. 

Duke Energy has other VIEs with restricted assets and 

non-recourse debt. These VIEs include certain on-site power 

generation facilities. Duke Energy consolidates these particular on-site 

power generation entities because Duke Energy has the power to 

direct the majority of the most significant activities, which, most 

notably involve the oversight of operation and maintenance related 

activities that impact the economic performance of these entities. 

DUKE ENERGY CORPORATION / 2010 FORM lO-K 190 



PARTI 

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

Combined Notes to Consolidated Financial Statements - (Continued) 

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 Consolidated Balance Sheets. As discussed above and in Note 1, while Duke Energy began 

consolidating Cinergy Receivables effective January 1, 2010, Duke Energy Ohio and Duke Energy Indiana do not consolidate Cinergy 

Receivables as they are not the primary beneficiary. The non-consolidated VIEs related to Commercial Power's renewables business and other 

DEGS' businesses are reflected only in Duke Energy's Consolidated Financial Statements. The adoption of new accounting rules related to VIEs 

efi'ective Januaty 1, 2010 did not have a significant impact on the presentation of these non-consolidated VIEs on any ofthe Duke Energy 

Registrants' Consolidated Financial Statements. 

Cinergy 

Receivables-
Duke Energy 

Ohio 

Cinergy 
Receivables-
Duke Energy 

Indiana DukeNet Renewables Other Eliminations 
Total 

Duke Energy 

At December 31, 2010 
Consolidated Balance Sheets 
Receivables 
Investments In equify method unconsolidated 

afliliates 
Intangibles 

$216 $192 $ — 

— — 137 

$- $ -

95 23 
— 119 

$(408) $ -

255 
119 

Total Assets 
Other Current Uabilities 
Deferred Credits and Other Liabilities 

Total Liabilities 

Net Duke Energy Corporation Shareholder's 
Equity 

216 

— 

$216 

192 

— 

$192 

137 

— 

$137 

95 

— 

$95 

142 
3 

28 

31 

$111 

(408) 

— 

$(408) 

374 
3 

28 

31 

$343 

No financial support that was not previously contractually 

required was provided to any of the unconsolidated VIEs during the 

year ended December 31 , 2010, or is expected to be provided in the 

future. 

With the exception of the power purchase agreement with the 

Ohio Valley Electric Corporation (OVEC), which is discussed below, 

and various guarantees, refiected in the table above as "Deferred 

Credits and Other Liabilities", which are discussed further in Note 7, 

the Duke Energy Registrants are not aware of any situations where 

the maximum exposure to loss significantly exceeds the carrying 

values shown above. 

Cinergy Receivables. 

As discussed above and in Note 1, Cinergy Receivables is 

consolidated only by Duke Energy. Accordingly, the retained interest 

in the sold receivables recorded on the Consolidated Balance Sheets 

of Duke Energy Ohio and Duke Energy Indiana are eliminated in 

consolidation at Duke Energy. 

The proceeds obtained from the sales of receivables are largely 

cash but do include a subordinated note from Cinergy Receivables for 

a portion ofthe purchase price-(typicalty approximates 25% ofthe 

total proceeds). The note, which amounts to $216 million and $193 

million at December 31 , 2010 and December 31 , 2009, 

respectively, for Duke Energy Ohio,'and $192 million and $146 

million at DecemberSl, 2010 and DecemberSl, 2009, 

respectively, for Duke Energy Indiana, is subordinate to senior loans 

that Cinergy Receivables obtains from commercial paper conduits 

controlled by unrelated financial institutions. The subordinated note is 

a retained interest (right to receive a specifled portion of cash flows 

from the sold assets) and is classified within Receivables in Duke 

Energy Ohio's and Duke Energy Indiana's Consolidated Balance 

SheetsatDecemberSl, 2010and DecemberSl, 2009.The 

retained interests reflected on the Consolidated Balance Sheets of 

Duke Energy Ohio and Duke Energy Indiana approximate fair value. 

The carrying values of the retained interests are determined by 

allocating the carrying value of the receivables betiA/een the assets 

sold and the interests retained based on relative fair value. The key 

assumptions used in estimating the fair value for Duke Energy Ohio 

in 2010 were an anticipated credit loss ratio of 0.8%, a discount rate 

of 2.7% and a receivable turnover rate of 12.6%. The key 

assumptions used in estimating the fair value for Duke Energy 

Indiana in 2010 were an anticipated credit loss ratio of 0.5%, a 

discount rate of 2.7% and a receivable turnover rate of 10.2%. 

Because the receivables generally turnover in less than two months, 

credit losses are reasonably predictable due to the broad customer 

base and lack of signiflcant concentration, and the purchased 

beneficial interest (equity in Cinergy Receivables) Is subordinate to all 

retained interests and ttius would absorb losses first, the allocated 

basis of the subordinated notes are not materially difi'erent 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 

DUKE ENERGY CORPORATION / 2010 FORM lO-K 191 



PART II 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGY 0H10,iNC. DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

credit losses or discount rates is not material due to the short turnover 

of receivables and historically low credit loss histoty. 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 following table shows the gross and net receivables sold, 

retained interests, sales, and cash flows during the years ended 

December 3 1 , 2010, 2009 and 2008, respectively; 

Duke Energy Ohio Duke Energy Indiana 

Receivables sold as of 
DecemberSl, 2010 

Less: Retained interests 

Net receivables sold as 
of December 3 1 , 
2010 

Duke Energy Ohio 

$373 
216 

$157 

Duke Energy Indiana 

$284 
192 

$ 92 

Receivables sold as of 
DecemberSl, 2009 

Less: Retained interests 

Net receivables sold as 
of December 3 1 , 
2009 

Duke Energy Ohio 

$376 
193 

$183 

Duke Energy Indiana 

$243 
146 

$ 97 

Receivables sold as of 
DecemberSl, 2008 

Less: Retained interests 

Net receivables sold as 
of DecemberSl, 

.2008 

Duke Energy Ohio 

$473 
174 

$299 

Duke Energy Indiana 

$225 
117 

$108 

Duke Energy Ohio Duke Energy Indiana 

Year Ended December 3 1 , 
2010 

Sales 

Receivables sold 
Loss recognized on sale 
Cash flows 

Cash proceeds from 
receivables sold 

Collection fees received 
Return received on retained 

interests 

$2,858 
26 

$2,809 
1 

15 

$2,537 
17 

$2,474 

1 

13 

Year Ended December 3 1 , 
2009 

Sales 
Receivables sold 
Loss recognized on sale 
Cash flows 

Cash proceeds from 
receivables sold 

Collection fees received 
Return received on retained 

Interests 

Year Ended December 3 1 , 
2008 

Sales 
Receivables sold 
Loss recognized on sale 
Cash flows 
Cash proceeds from 

receivables sold 
Collection fees received 
Return received on retained 

interests 

$3,108 
26 

$3,063 
2 

15 

Duke Energy Ohio 

$3,316 
38 

$3,276 
3 

21 

$2,398 
16 

$2,353 

1 

12 

Duke Energy Indiana 

$2,401 
22 

$2,389 

— 

15 

Cash flows from the sale of receivables are reflected within 

Operating Activities on Duke Energy Ohio's and Duke Energy 

Indiana's Consolidated Statements of Cash Flows. 

Collection fees received in connection with the servicing of 

transferred accounts receivable are included in Operation, 

Maintenance and Other on Duke Energy Ohio's and Duke Energy 

Indiana's Consolidated Statements of Operations. 

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 histoty, late 

charge history, and turnover histoty on the sold receivables, as well 

as a component for the time value of money. The discount rate, or 

component for the time value of money, is calculated monthly by 

summing the prior month-end LIBOR plus a fixed rate of 2.39%. 

DukeNet 

As discussed in Note 3, on December 20, 2010, Duke Energy 

sold a 50% ownership interest in DukeNet to Alinda for a net gain of 

$139 million. The sale resulted in DukeNet becoming a joint ventiire 

with Duke Energy and Alinda each owning a 50% interest. In 

connection with the formation of the new DukeNet joint venture, a 

five-year, $150 million senior secured credit facility was executed 

with a syndicate of ten external financial institutions. DukeNet is 

considered a VIE because it has entered into certain contractual 

arrangements that provide DukeNet with additional forms of 

subordinated financial support. The most significant activities that 

impact DukeNet's economic performance relate to its business 
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development and fiber optic capacity marketing and management 

activities. The power to direct these activities is jointiy and equally 

shared by Duke Energy and Alinda. As a result, neither Duke Energy 

nor Alinda consolidate the DukeNet joint venture. Accordingly, 

DukeNet is now considered by Duke Energy as a non-consolidated 

VIE that is reported as an equity method investment. 

Unless consent by Duke Energy is given othenwise, Duke Energy 

and its subsidiaries have no requirement to provide liquidity, 

purchase the assets of DukeNet, or guarantee performance. 

Renewables. 

Duke Energy's Commercial Power business segment has 

investments in various entities that generate electricity through the 

use of renewable energy technology. Some of these entities, which 

were part of the Catamount acquisition, are VIEs which are not 

consolidated due to the joint ownership of the entities when they 

were created. Instead, Duke Energy's Investment is recorded under 

the equity method of accounting. These entities are VIEs due to 

power purchase agreements with terms that approximate the 

expected life of the project. These flxed price agreements efl'ectively 

transfer the commodity price risk to the buyer of the power. 

other. 

Duke Energy's Commercial Power business segment has 

investments in various other entities that are VIEs which are not 

consolidated. The most significant of these investments is a 9% 

ownership interest in OVEC. Through its ownership interest in OVEC, 

Duke Energy Ohio has a contractual arrangement through March 

2026 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 operating expenses, fixed costs, debt 

amortization and interest expense, as well as earn a return on equity. 

Accordingly, the value of this contract is subject to variability due to 

fluctuations in power prices and changes in OVEC's costs of business. 

including costs associated with its 2,256 megawatts of coal-fired 

generation capacity. As discussed in Note 5, the proposed 

rulemaking on CCP's could increase the costs of OVEC which would 

be passed through to Duke Energy Ohio. The initial 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 peri'ormance of 

certain entities in which the company no longer has an equity 

interest. As a result, the company has a variable interest in certain 

VIEs that are non-consolidated. For a further discussion refer to 

Note 7. 

18 . EARNINGS PER SHARE 

Basic earnings per share (EPS) is computed by dividing net 

income ati:ributable to Duke Energy common stockholders, adjusted 

for distributed and undistributed earnings allocated to participating 

securities, by the weighted-average number of common shares 

outstanding during the period. Diluted EPS is computed by dividing 

net Income attributable to Duke Energy common stockholders, as 

adjusted, 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 peri'ormance unit awards were exercised or settled. 

Effective January 1, 2009, Duke Energy began applying revised 

accounting guidance for EPS related to participating securities, 

whereby unvested share-based payment awards that have 

non-fori'eitable rights to dividends or dividend equivalents (whether 

paid or unpaid) when dividends are paid to common stockholders, 

irrespective of whether the award ultimately vests, constitute 

participation rights and should be included in the computation of 

basic EPS using the two-class method. All prior period EPS data was 

retrospectively adjusted to conform to these revised accounting 

provisions. 
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The following table illustrates Duke Ener^r's basic and diluted EPS calculations and reconciles the weighted-average number of common 

shares outstanding to the diluted weighted-average number of common shares outstanding for the years ended December 31 , 2010, 2009, 

and 2008. 

Average 
(in millions, except per share amounts) Income Shares EPS 

2010 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating 

securities — basic 

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

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

2009 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating 

securities — basic 

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

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

2008 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating 

securities — basic 

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

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating 
securities — diluted $1,276 1,267 $1.01 

$1,315 1,319 $1.00 

51,276 1,265 $1.01 

2 

As of DecemberSl, 2010, 2009 and 2008, 13 million, 

20 million and 15 million, respectively, of stock options, unvested 

stock and performance awards were not included in the "effect of 

dilutive securities" in the above table because either the 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. 

Beginning in the fourth quarter of 2008, Duke Energy began 

issuing authorized but previously unissued shares of common stock 

to fulfill obligations under its Dividend Reinvestment Plan (DRIP) and 

other internal plans, including 401 (k) plans. During the years ended 

December 31 , 2010, 2009 and 2008, Duke Energy received 

proceeds of $288 million, $494 million and $100 million, 

respectively, from the sale of common stock associated with these 

plans. 

19. SEVERANCE 

In Januaty 2010, Duke Energy announced plans to offer a 

voluntary severance plan to approximately 8,750 eligible employees. 

As this is a voluntaty 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 retention period exists, the cost ofthe special termination 

benefits are recorded ratably over the remaining sen/ice periods ofthe 

affected employees. The window for employees to request to 

voluntarily end their employment under this plan opened on 

February 3, 2010 and closed on February 24, 2010 for 

approximatety 8,400 eligible employees. Also in Januaty 2010, 

Duke Energy announced that it will consolidate certain corporate 

office functions, resulting in transitioning over the next two years of 

approximately 350 positions from its offices in the Midwest to its 

corporate headquarters In Charlotte, North Carolina. Employees who 

do not relocate have the option to elect to participate in the voluntary 

plan discussed above, find a regional position within Duke Energy or 

remain with Duke Energy through a transition period, at which 

time a severance benefit would be paid under Duke Energy's ongoing 

severance plan. For employees affected by the consolidation of Duke 

Energy's corporate functions in Chariotte, North Carolina, the window 

closed March 31 , 2010. Approximately 900 employees accepted the 

voluntaty severance program. 

Duke Energy recorded total expenses of $172 million for the 

year ended December 3 1 , 2010, of which $99 million was recorded 

DUKE ENERGY CORPORATION / 2010 FORM lO-K 194 



PART II 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGYOHIO, INC. • DUKEENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

by Duke Energy Carolinas, $24 million was recorded by Duke Energy 

Ohio and $33 million was recorded by Duke Energy Indiana. The 

severance costs discussed above for Duke Energy Carolinas, Duke 

Energy Ohio and Duke Energy Indiana, include an allocation of their 

proportionate share of severance costs for employees of Duke 

Energy's shared services affiliate that provides support to Duke Energy 

Carolinas, Duke Energy Ohio and Duke Energy Indiana. Amounts 

included in the table below represent the severance liability recorded 

by Duke Energy Carolinas and Duke Energy Indiana for employees of 

those registrants, and excludes costs allocated from and paid by Duke 

Energy's shared services affiliate. 

stock-Based Compensation Expense 

(in millions) 

Balance at Balance at 
DecemberSl, Provision/ Cash DecemberSl, 

2009 Adjustments Reductions 2010 

Duke Energy 
Duke Energy 

Carolinas 
Duke Energy 

Indiana 

7 $186 $(106) $87 

1 60 (40) 21 

- 4 (3) 1 

Pre-tax stock-based compensation expense recorded in the 

Consolidated Statements of Operations is as follows: 

(in millions) 

Stock Options 
Phantom Awards 
Performance Awards 
Other Stock Awards 

For the Years Ended 

DecemberSl 

2010^1 

$ 2 

26 
39 
— 

2009W 

$ 2 
17 
20 

1 

2008(^1 

$ 2 
17 
.23 

1 

Total $67 $40 $43 

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

The tax benefit associated with the stock-based compensation 

expense for the years ended December 31 , 2010, 2009 and 2008 

was $26 million, $16 million and $17 million, respectivety. 

20. STOCK-BASED COMPENSATION 
stock Option Activity 

For employee awards, equity classified stock-based 

compensation cost is measured at the service inception date or the 

grant date, based on the estimated achievement of certain 

peri'ormance metrics or the fair value of the award, and is recognized 

as expense or capitalized as a component of property, plant and 

equipment over the requisite service period. 

Duke Energy's 2010 Long-Term Incentive Plan (the 2010 Plan) 

reserved 75 million shares of common stock for awards to employees 

and outside directors. The 2010 Plan superseded the 2006 Long-

Term Incentive Plan, as amended (the 2006 Plan), and no additional 

grants will be made from the 2006 Plan. Under the 2010 Plan, the 

exercise price of each option granted cannot be less than the market 

price of Duke Energy's common stock on the date of grant and the 

maximum option term is 10 years. The vesting periods range from 

immediate to three years. Duke Energy has historically issued new 

shares upon exercising or vesting of share-based awards. In 2011, 

Duke Energy may use a combination of new share issuances and 

open market repurchases for share-based awards which are exercised 

or become vested; however Duke Energy has not determined with 

certainty the amount of such new share issuances or open market 

repurchases. 

The 2010 Plan allows for a maximum of 18.75 million shares 

of common stock to be issued under various stock-based awards 

other than options and stock appreciation rights. 

(in 

Outstanding at 
December 3 1 , 2009 

Granted 
Exercised 
Forfeited or 

expired 
Outstanding at 

DecemberSl, 
2010 

Exercisable at 
DecemberSl, 
2010 

Options Expected to 
Vest 

Weighted-

Options 
thousands) 

17,306 
1,103 

(1,335) 

(3,193) 

13,881 

12,376 

1,505 

Average 

Exercise 
Price 

$18 
15 
11 

24 

$17 

$17 

$16 

Weighted-
• Average 
Remaining 

Life 
(in years) 

3.2 

2.3 

8.8 

Aggregate 
Intrinsic 

Value 
(in millions) 

$35 

$32 

$ 3 

On December 31 , 2009 and 2008, Duke Energy had 

17 million and 19 million exercisable options, respectively, with a 

weighted-average exercise price of $18 and $17, respectively. The 

total intrinsic value of options exercised during the years ended 

December 31 , 2010, 2009 and 2008 was $8 million, $6 million 

and $11 million, respectively, with a related tax benefit of $3 million, 

$2 million and $4 million, respectively. Cash received from options 

exercised during the years ended December 31 , 2010, 2009 and 

2008 was $14 million, $24 million and $30 million, respectively. 

There were 1,103,448 stock options granted during the year ended 

December 3 1 , 2010, 603,015 stock options granted during the year 
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ended December 31 , 2009, and no stock options granted during the 

year ended December 3 1 , 2008. The options granted in 2010 were 

expensed immediately, therefore, there is no future compensation 

cost associated with these options. 

These assumptions were used to determine the grant date fair 

value of the stock options granted during 2010: 

Weighted-Average Assumptions for Option Pricing 
Risk-free interest rate'''' 
Expected dividend yield"'' 
Expected lifefc' 
Expected volatility^ 

2.9% 
6.3% 

6.0 yrs. 
20.4% 

(a) 

(b) 

The risk free rate Is based upon the U.S. Treasury Constant Maturity rates as of the 
grant date. 
The expected dividend yield is based upon annualized dividends and the 1-year 
average closing stock price. 
The expected term of options is derived from historical data. 
Volatility Is based upon 50% historical and 50% implied volatility. Historic volatility is 
based on Duke Energy's historical volatility over the expected life using daily stock 
prices. Implied volatility is the average for all option contracts with a term greater than 
six months using the strike price closest to the stock price on the valuation date. 

Phantom Stock Awards 

Phantom stock awards issued and outstanding under the 2006 

and 2010 Plans generally vest over periods from immediate to three 

years. Phantom stock awards issued and outstanding under the 

1998 Plan generally vest over periods from Immediate to five years. 

Duke Energy awarded 1,046,902 shares (fair value of $17 million, 

based on the market price of Duke Energy's common stock at the 

grant date) during the year ended DecemberSl, 2010,1,095,935 

shares (fair value of $16 million based on the market price of Duke 

Energy's common stock at the grant date) during the year ended 

DecemberSl, 2009, and 973,515 shares (fair value of $17 million 

based on the market price of Duke Energy's common stock at the 

grant date) during the year ended December 31 , 2008. 

The following table summarizes information about phantom 

stock awards outstanding at December 3 1 , 2010: 

Numtier of Phantom Stock 
Awards: 

Outstanding at 
DecemberSl, 2009 

Granted 
Vested 
Forfeited 

Outstanding at December 31, 
2010 

Phantom Stock Awards 
Expected to Vest 

Shares Weighted Average Grant 
(in thousands) Date Fair Value 

2,366 $19 
1,047 16 

(1,492) 20 
(158) 17 

1,763 $17 

1,639 $17 

The total grant date fair value of the shares vested during the 

years ended December 31 , 2010, 2009 and 2008 was $29 

million, $23 million and $20 million, respectively. At DecemberSl, 

2010, Duke Energy had $21 million of unrecognized compensation 

cost which is expected to be recognized over a weighted-average 

period of 2.8 years. 

Employees who chose to leave Duke Energy under the voluntary 

severance plan were not eligible to receive any share-basedawards 

during 2010 regardless of their release date. The annual share-based 

awards were granted on February 22, 2010 which was during the 

window of time for employees to request to voluntarily end their 

employment. Due to the timing of the grant, the awards related to 

those employees who accepted the voluntary severance program 

were considered granted and then subsequently forfeited for reporting 

purposes. Approximately 79,000 phantom award shares were 

granted and then subsequently forfeited as a result. 

Performance Awards 

Stock-based awards issued and outstanding underthe 2010 

Plan and the 1998 Plan generally vest over three years if 

performance targets are met. Vesting for certain stock-based 

performance awards can occur in three years, at the earliest, if 

performance is met. Certain performance awards granted in 2010, 

2009 and 2008 contain market conditions based on the total 

shareholder return (TSR) of Duke Energy stock relative to a 

pre-defined peer group (relative TSR). These awards are valued using 

a path-dependent model that incorporates expected relative TSR into 

the fair value determination of Duke Energy's performance-based 

share awards. The model uses three year historical volatilities and 

correlations for all companies in the pre-defined peer group, including 

Duke Energy, to simulate Duke Energy's relative TSR as ofthe end of 

the peri'ormance period. For each simulation, Duke Energy's relative 

TSR associated with the simulated stock price at the end of the 

performance period plus expected dividends within the period results 

in a value per share for the award portfolio. The average of these 

simulations Is the expected portn'ollo value per share. Actual life to 

date results of Duke Energy's relative TSR for each grant is 

incorporated within the model. Other performance awards not 

containing market conditions were awarded in 2010, 2009 and 

2008. The performance goal forthe 2010 award is Duke Energy's 

Return on Equity (ROE) over a three year period. The performance 

goal for the 2009 and 2008 is Duke Energy's compounded annual 

growth rate (CAGR) of annual diluted EPS, adjusted for certain items, 

over a three year period. All of these awards are measured at grant 

date price. Duke Energy awarded 2,733,950 shares (fair value of 

$38 million) during the year ended DecemberSl, 2010, 3,426,244 

shares (fair value of $44 million) during the year ended 

December 31 , 2009, and 2,407,755 shares (fair value of $37 

million) during the year ended December 31 , 2008. 
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The following table summarizes information about stock-based 

performance awards outstanding at the maximum level at 

DecemberSl, 2010: 

Shares Weighted Average Grant 
(in thousands) Date Fair Value 

ilA-
14 
15 
15 

Number of Stock-based 
Peri'ormance Awards: 

Outstanding at 
DecemberSl, 2009 

Granted 
Vested 
Forfeited 

Outstanding at December 31, 
2010 

Stock-based Performance 
Awards Expected to Vest 

6,869 
2,734 

(981) 
(1,072) 

7,550 

7,252 

$14 

$14 

The total grant date fair value of the shares vested during the 

years ended December 31 , 2010, 2009 and 2008 was $15 

million, $20 million and $20 million, respectively. At December 3 1 , 

2010, Duke Energy had $25 million of unrecognized compensation 

cost which is expected to be recognized over a weighted-average 

period of 1.4 years. 

Employees who chose to leave Duke Energy under the voluntary 

severance plan were not eligible to receive any share-based awards 

during 2010 regardless of their release date. The annual share-based 

awards were granted on Februaty 22, 2010 which was during the 

window of time for employees to request to voluntarily end their 

employment. Due to the timing of the grant, the awards related to 

those employees who accepted the voluntary severance program 

were considered granted and then subsequentiy forfeited for reporting 

purposes. Approximately 178,000 performance award shares were 

granted and then subsequently forfeited as a result. 

other Stock Awards 

Other stock awards issued and outstanding under the 1998 

Plan vest over periods from three to five years. There were no other 

stock awards issued during the years ended December 31 , 2010, 

2009 or 2008. 

The following table summarizes information about other stock 

awards outstanding at December 31 , 2010: 

Shares Weighted Average Grant 
(in thousands) Date Fair Value 

Number of Other Stock 
Awards: 

Outstanding at 
DecemberSl, 2009 

Vested 
Forfeited 

Outstanding at December 31, 
2010 

Other Stock Awards Expected 
to Vest 

168 
(23) 
(14) 

$28 
28 
28 

131 

131 

$28 

$28 

The total fair value of the shares vested during the years ended 

December 31 , 2010, 2009 and 2008 was $1 million, $1 million, 

and $2 million, respectivety. 

2 1 . EMPLOYEE BENEFIT PLANS 

Duke Energy Corporation 

Defined Benefit Retirement Plans 

Duke Energy and its subsidiaries (including legacy Cinergy 

businesses) maintain qualified, non-contributoty defined benefit 

retirement plans. The plans cover most U.S. employees using a cash 

balance formula. Under a cash balance formula, a plan participant 

accumulates a retirement benefit consisting of pay credits that are 

based upon a percentage (which varies with age and years of service) 

of current eligible earnings and current interest credits. Certain legacy 

Cinergy U.S. employees are covered under plans that use a final 

average earnings formula. Under a final average earnings formula, a 

plan participant accumulates a retirement benefit equal to a 

percentage of their highest 3-year average earnings, plus a 

percentage of their highest 3-year average earnings in excess of , 

covered compensation per year of participation (maximum of 35 

years), plus a percentage of their highest 3-year average earnings 

times years of participation in excess of 35 years. Duke Energy also 

maintains non-qualified, non-contributory defined benefit retirement 

plans which cover certain executives. 

Duke Energy's policy is to fund amounts on an actuarial basis to 

provide assets sufficient to meet benefit payments to be paid to plan 

participants. Duke Energy made contributions to its U.S. qualified 

defined benefit pension plans of $400 million and $800 million 

during the years ended DecemberSl, 2010 and 2009, respectivety. 

Duke Energy made no contributions to its U.S. qualified defined 

benefit pension plans during the year ended December 3 1 , 2008. 

Duke Energy anticipates making $200 million in contributions to its 
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U.S. qualified defined benefit pension plans during the year ended 

DecemberSl, 2011. 

Actuarial gains and losses subject to amortization are amortized 

over the average remaining sen/ice period of the active employees. 

The average remaining service period of active employees covered by 

the qualified retirement plans is 10 years. The average remaining 

service period of active employees covered by the non-qualified 

retirement plans is nine years. Duke Energy determines the market-

related value of plan assets using a calculated value that recognizes 

changes in fair value of the plan assets in a particular year on a 

straight line basis over the next five years. 

Net periodic benefit costs disclosed in the tables below for the 

qualified, non-qualified and other post-retirement benefit plans 

represent the cost of the respective benefit plan for the periods 

presented. However, portions ofthe net periodic benefit costs 

disclosed in the tables below have been capitalized as a component 

of property, plant and equipment. 

As required by the applicable accounting rules, Duke Energy 

uses a December 31 measurement date for Its defined benefit 

retirement plan assets and obligations. 

Qualified Pension Plans 

Components of Net Periodic Pension Costs: Qualified Pension 

Plans 

For the Years Ended 
DecemberSl, 

Qualified Pension Plans — Other Changes in Plan Assets and 

Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income 

and Regulatory Assets<̂ > 

For the year ended 
DecemberSl, 

(in millions) 2010 2009 

Regulatory assets, net increase (decrease) 
Accumulated other comprehensive (lncome)/loss 

Deferred income tax asset 
Actuarial gains arising during the year 
Amortization of prior year actuarial losses 
Recla.sslfication of actuarial losses to regulatory 

assets 
Prior service cost arising during the year 
Amortization of prior year prior service cost 
Reclassification of prior sen/ice cost to 

regulatory assets 

Net amount recognized in accumulated other 
comprehensive (income)/loss 

$350 $(22) 

143 
(5) 

(16) 

(365) 
— 
(3) 

(19) 

9 
(8) 
(1) 

— 
(7) 
(4) 

$(265) $(11) 

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

Reconciliation of Funded Status to Net Amount Recognized: 

Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

(in millions) 

Seivice cost 
Interest cost on projected benefit 

obligation 
Expected return on plan assets 
Amortization of prior sen/Ice cost 
Amortization of actuarial loss 
Settlement and contractual termination 

benefit cost 
Other 

2010W 

$ 96 

248 
(378) 

5 
50 

13 
18 

2009(̂ 1 

$ 85 

257 
(362) 

7 
2 

— 
17 

2008<=' 

$ 92 

254 
(340) 

7 
13 

— 
20 

(in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses (gains) 
Plan amendments 
Obligation assumed from plan merger 
Settlement and contractual termination benefit cost 
Benefits paid 

2010 

$4,695 
96 

248 
190 

2 

13 
(383) 

2009 

$4,161 
85 

257 
415 

(9) 
7 

(221) 
Net periodic pension costs $ 52 

(a) These amounts exclude $16 million, $10 million and $13 million for the years ended 
DecemberSl, 2010, 2009 and 2008, respectively, of regulatory asset amortization 
resulting from purchase accounting adjustments associated with Duke Energy's merger 
with Cinergy in April 2006. 

^ $ 46 Obligation at measurement date $4,861 $4,695 

The accumulated benefit obligation was $4,611 million and 

$4,409 million at December 31 , 2010 and 2009, respectively. 

(in millions) 

As of and for the Years 
Ended DecemberSl, 

2010 2009 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Assets received from plan merger 
Employer contributions 

$4,224 $2,853 
556 787 
(383) (221) 
— 5 

400 800 

Plan assets at measurement date $4,797 $4,224 
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Qualified Pension Plans — Amounts Recognized in the 

Consolidated Balance Sheets: 

The following table provides the amounts related to Duke 

Energy's qualified pension plans that are reflected in Other within 

Investments and Other Assets and Other within Deferred Credits and 

Other Liabilities on the Consolidated Balance Sheets at December 3 1 , 

2010 and 2009: 

Assumptions Used for Pension Benefits Accounting 

(in millions) 

Prefunded pension cost 
Accrued pension liability 

Net amount recognized 

As of December 3 1 , 

2010 2009 

$ 101 $ — 
(165) (471) 

$ (64) $(471) 

The following table provides the amounts related to Duke 

Energy's qualified pension plans that are reflected in Other within 

Regulatory Assets and Deferred Debits and AOCI on the Consolidated 

Balance Sheets at December 31 , 2010 and 2009; 

Asof DecemberSl, 

(In millions) 

Regulatory assets 

Accumulated other comprehensive (income) loss 
Deferred income tax asset 
Prior service cost 
Net actuarial loss 

2010 

$1,259 

(63) 
5 

141 

2009 

$909 

(206) 
27 

528 

Net amount recognized in accumulated other 
comprehensive (income) loss'='' $ 8 3 $ 349 

(a) Excludes accumulated other comprehensive income of $17 million and $21 million as 
Of December 3 1 , 2010 and 2009, respectively, net of tax, associated with a Brazilian 
retirement plan. 

Of the amounts above, $77 million of unrecognized net 

actuarial loss and $5 million of unrecognized prior ser̂ /ice cost will be 

recognized in net periodic pension costs in 2011. 

Additional Information: 

Qualified Pension Plans — Information for Plans with 

Accumulated Benefit Obligation in Excess of Plan Assets 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2010 2009 

$1,052 $4,695 
956 4,409 
951 4,224 

Asof DecemberSl, 

(percentages) 

Benefit Obligations 
Discount rate 

Salary increase (graded by age) 

2010 

5.00 
4.10 

2010 

2009 

5.50 
4.50 

2009 

2008 

6.50 
4.50 

2008 

Determined Expense 
Discount rate 
Salary increase 
Expected long-term rate of return on plan 

assets 

5.50 
4.50 

8.50 

6.50 
4.50 

8.50 

6.00 
5.00 

8.50 

The discount rate used to determine the current year pension 

obligation and following year's pension expense Is based on a yield 

curve approach. Under the yield curve approach, expected future 

benefit payments for each plan are discounted by a rate on a third-

party bond yield curve corresponding to each duration. The yield 

curve is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum ofthe discounted cash flows. 

Non-Qualified Pension Plans 

Components of Net Periodic Pension Costs: Non-Qualified Pension 

Plans 

For the Years Ended 
DecemberSl, 

(in millions) 

Service cost 
Interest cost on projected benefit 

obligation 
Amortization of prior service cost 
Amortization of actuarial loss 
Settlement credit 

Net periodic pension costs 

2010 

$ 1 

9 
2 

— 
— 

$12 

2009 

$ 2 

10 
2 

— 
(1) 

$13 

2008 

$ 2 

10 
3 
1 

— 
$16 
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other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets, Regulatory Liabilities and 

Accumulated Other Comprehensive Income: Non-qualified 

Pension Plans 

For the year ended 
DecemberSl, 

(in millions) 

Regulatory assets, net increase 
Regulatory liabilities, net increase 
Accumulated other comprehensive (incomeVloss 

Deferred income tax asset 
Actuarial (gains) losses arising during the year 
Amortization of prior year actuarial losses 
Reclassification of actuarial losses to regulatory 

assets 
Reclassification of actuarial losses to regulatory 

liabilities 
Amortization of prior year prior service cost 
Reclassification of prior services cost to 

regulatory assets 
Reclassification of prior services cost to regulatory 

liabilities 

Net amount recognized in accumulated other 
comprehensive (income)/loss 

2010 

$23 
3 

8 
(8) 
— 

2009 

$ -
— 

(4) 
15 
(1) 

(1) — 

(2) (3) 

(1) — 

(8) — 

$(12) $ 7 

Reconciliation of Funded Status to Net Amount Recognized: 

Non-Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses (gains) 
Benefits paid 

2010 

$173 
1 
9 
2 

(18) 

2009 

$166 
2 

10 
14 

(19) 

Amounts Recognized in the Consolidated Balance Sheets: 

Non-Qualified Pension Plans 

The following table provides the amounts related to Duke 

Energy's non-qualified pension plans that are reflected In Other within 

Deferred Credits and Other Liabilities on the Consolidated Balance 

Sheets at December 3 1 , 2010 and 2009: 

Asof DecemberSl, 

(in millions) 

Accrued pension liability'̂ ' 

2010 . 2009 

$(167) $(173) 

(a) Includes $19 million and $15 million recognized in Other within Current Uabilities on 
the Consolidated Balance Sheets as of December 3 1 , 2010 and 2009, respectively. 

The following table provides the amounts related to Duke 

Energy's non-qualified pension plans that are refiected in Other within 

Regulatory Assets and Deferred Debits, Other within Deferred Credits 

and Other Liabilities and AOCI on the Consolidated Balance Sheets at 

December 31 , 2010 and 2009: 

Asof DecemberSl, 

(in millions) 

Regulatory assets 
Regulatory liabilities 
Accumulated other comprehensive (Income) loss 
Deferred income tax liability (asset) 
Prior service cost 
Net actuarial (gain) loss 

2010 

$23 
3 

1 
1 

(1) 

2009 

$ -

(7) 
12 
8 

Net amount recognized in accumulated other 
comprehensive (income) loss •-• $ 1 $13 

Obligation at measurement date $167 $173 

Of the amounts above, $1 million of unrecognized prior service 

cost and $1 million of unrecognized net actuarial loss will be 

recognized in net periodic pension costs in 2011. 

Additional Information: Non-Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets 

Change in Fair Value of Plan Assets 
Benefits paid 
Employer contributions 

Plan assets at measurement date 

$(18) 
18 

$(19) 
19 

The accumulated benefit obligation was $160 million and 

$159 million at December 31, 2010 and 2009, respectively. 

Asof DecemberSl, 

(In millions) 2010 2009 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

$167 
160 

$173 
159 
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Assumptions Used for Pension Benefits Accounting 

(percentages) 

Benefit Obligations 
Discount rate 
Salary Increase (graded by age) 

Asof DecemberSl, 

2010 

5.00 
4.10 

2010 

2009 2008 

5.50 6.50 
4.50 4.50 

2009 2008 

Determined Expense 
Discount rate 
Salary increase 

5.50 
4.50 

6.50 
4.50 

6.00 
5.00 

The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on a yield 

curve approach. Under the yield curve approach, expected future 

benefit payments for each plan are discounted by a rate on a third-

party bond yield curve corresponding to each duration. The yield 

curve is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum of the discounted cash flows. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

(in millions) 

For the Years Ended 
DecemberSl, 

2010W 2009'=' 2008fe> 

Service cost 
Interest cost on accumulated post-

retirement benefit obligation 
Expected return on plan assets 
Amortization of prior service credit 
Amortization of net transition liability 
Amortization of actuarial gain 
Prior period accounting true-up 

adjustment"'' 

$ 7 $ 7 7 

38 
(15) 

(8) 
11 
(5) 

46 
(16) 

(8) 
10 
(5) 

44 
(16) 

(8) 
11 
(2) 

(55) 

Net periodic other post-retirement 
benefit costs $28 $34 $(19) 

(a) These amounts exclude $9 million, $9 million and $9 million for the years ended 
December 3 1 , 2010, 2009 and 2008, respectively, of regulatory asset amortization 
resulting from purchase accounting adjustments associated with Duke Energy's merger 
with Cinergy in April 2006. 

(b) Represents the correction of errors, primarily ir periods prior to 2008, related to the 
accounting for Dul<e Energy's other post-retirement benefit plans that would have 
reduced amounts recorded as other post-retirement benefit expense during those 
historical periods. Of this amount, $15 million was capitalized as a component of 
property, plant and equipment. 

Other Post-Retirement Benefit Plans 

Duke Energy and most of its subsidiaries provide some health 

care and life insurance benefits for retired employees on a 

contributory and non-contributory basis. Employees are eligible for 

these benefits if they have met age and service requirements at 

retirement, as defined in the plans. 

Duke Energy did not make any contributions to its other post-

retirement benefit plans during the years ended December 3 1 , 2010, 

2009 or 2008. 

These benefit costs are accrued over an employee's active 

sen/ice period to the date of full benefits eligibility. The net 

unrecognized transition obligation is amortized over 20 years. 

Actuarial gains and losses are amortized over the average remaining 

sen/ice period of the active employees. The average remaining service 

period of the active employees covered by the plan is 11 years. 

The Medicare Prescription Drug, Improvement and 

Modernization Act of 2003 (Modernization Act) introduced a 

prescription drug benefit under Medicare (Medicare Part D) as well as 

a federal subsidy to sponsors of retiree health care benefit plans. 

Accounting guidance issued and adopted by Duke Energy in 2004 

prescribes the appropriate accounting for the federal subsidy. The 

after-tax effect on net periodic post-retirement benefit cost was a 

decrease of $4 million in 2010, $3 million in 2009 and $3 million 

in 2008. Duke Energy recognized a $1 million and $5 million 

subsidy receivable as of December 31 , 2010 and 2009, 

respectively, which is included in Receivables on the Consolidated 

Balance Sheets. 
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Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income, 

Regulatory Assets and Regulatory Liabilities: Other Post-

Retirement Benefit Plans 

(in millions) 

Regulatory assets, net (decrease) increase 
Regulatory liabilities, net (decrease) increase 
Accumulated other comprehensive (income)/loss 

Deferred Income tax liability 
Actuarial (gain) loss arising during the year 
Amortization of prior year actuarial gains 
Reclassification of actuarial losses to regulatory 

liabilities 
Amortization of prior year prior sen/ice credit 
Reclassification of prior service credit to 

regulatory liabilities 
Amortization of prior year net transition liability 
Reclassification of net transition liability to 

regulatory liabilities 

Net amount recognized in accumulated other 
comprehensive (income)/loss 

For the year ended 
DecemberSl, 

2010 

$(14) 
(5) 

1 
(3) 
1 

(8) 
2 

9 
(2) 

2009 

$66 
91 

(2) 
3 
1 

— 
2 

(2) 

(2) 

$ (2) 

Reconciliation of Funded Status to Accrued Other Post-Retirement 

Benefit Costs 

Asof and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Benefit Obligation 
Accumulated post-retirement benefit obligation 

at prior measurement date 
Service cost 
Interest cost 
Plan participants' contributions 
Actuarial gain 
Plan transfer 
Benefits paid 
Accrued retiree drug subsidy 

2010 

$728 
7 

38 
35 

(12) 
— 

(79) 
6 

2009 

$738 
7 

46 
21 

(11) 
2 

(80) 
5 

Accumulated post-retirement benefit obligation 
at measurement date $723 $728 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Beneflts paid 
Employer contributions 
Plan participants' contributions 

$169 
19 

(79) 
42 
35 

$169 
28 

(80) 
31 
21 

Plan assets at measurement date $186 $169 

Amounts Recognized in the Consolidated Balance Sheets: Other 

Post-Retirement BenefitPlans 

The following table provides the amounts related to Duke 

Energy's other post-retirement benefit plans that are refiected in Other 

within Deferred Credits and Other Uabilities on the Consolidated 

Balance Sheets at December 31 , 2010 and 2009: 

(in millions) 

Accrued other post-retirement liability'̂ ' 

Asof DecemberSl, 

2010 2009 

$(537) $(559) 

(a) Includes $2 million and $3 million recognized in Other within Current Liabilities on the 
Consolidated Balance Sheets as of December 31 , 2010 and 2009, respectively. 

The following table provides the amounts related to Duke 

Energy's other post-retirement benefit plans that are refiected in Other 

within Regulatory Assets and Deferred Debits, Other within Deferred 

Credits and Other Liabilities and AOCI on the Consolidated Balance 

Sheets at DecemberSl, 2010 and 2009: 

(in millions) 

Regulatory assets 
Regulatory liabilities 
Accumulated other comprehensive (income)/ 

loss: 
Deferred income tax liability 
Net transition obligation 
Prior service credit 
Net actuarial loss (gain) 

Net amount recognized In accumulated other 
comprehensive (lncome)/loss 

Asof DecemberSl, 

2010 

$59 
86 

3 
— 
(3) 
(7) 

2009 

$73 
. 91 

2 
4 

(14) 
3 

$(7) (5) 

Of the amounts above, $10 million of unrecognized net 

transition obligation, $3 million of unrecognized gains and $8 million 

of unrecognized prior service credit (which will reduce pension 

expense) will be recognized in net periodic pension costs in 2011. 

Assumptions Used for Other Post-Retirement Benefits Accounting 

(percentages) 

Asof DecemberSl, 

2010 2009 2008 

Determined Benefit Obligations 
Discount rate 5.00 

2010 

5.50 

2009 

6.50 

2008 

Determined Expense 
Discount rate 
Expected long-term rate of return on 

plan assets 
Assumed tax rate<=' 

5.50 6.50 6.00 

5.53-8.50 5.53-8.50 5.53-8.50 
35.0 35.0 35.0 

(a) Applicable to the health ca^e portion of funded post-retirement benefits. 
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The discount rate used to determine the current year other post-

retirement benefits obligation and following year's other post-

retirement benefits expense is based on a yield curve approach. 

Under the yield curve approach, expected future benefit payments for 

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

corresponding to each duration. The yield curve is based on a bond 

universe of AA and AAA-rated long-term corporate bonds. A single 

discount rate is calculated that would yield the same present value as 

the sum of the discounted cash fiows. 

Assumed Health Care Cost Trend Rates<») 

Medicare Trend 
Rate 

Prescription Drug 
Trend Rate 

2010 2009 2010 2009 

Health care cost trend rate 
assumed for next year 

Rate to which the cost trend 
Is assumed to decline (the 
ultimate trend rate) 

Year that the rate reaches the 
ultimate trend rate 

8.50% 8.50% 9.80% 11.00% 

5.00% 5.00% 5.00% 5.00% 

2020 2019 2025 2024 

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

Sensitivity to Changes in Assumed Health Care Cost Trend Rates 

(in millions) 

Efl'ect on total service and interest costs 
Effect on post-retirement benefit 

obligation 

Expected Benefit Payments: Defined Benefit Retirement Plans 

The following table presents Duke Energy's expected benefit 

payments to participants in its qualified, non-qualified and other post-

retirement benefit plans over the next 10 years, which are primarily 

paid out of the assets of the various trusts. These benefit payments 

reflect expected future service, as appropriate. 

1-Percentage-
Point Increase 

$ 2 

37 

1-Percentage-
Point Decrease 

$ (2) 

(33) 

(in millions) 

Years Ended December 31, 
2011 
2012 
2013 
2014 
2015 
2016-2020 

Qualified 
Plans 

$ 438 
442 
431 
428 
417 

2,032 

Non-Qualified 
Plans 

$20 
16 
15 
16 
14 
64 

Other Post-
Retirement 

Plans'̂ ' Total 

$ 59 $ 517 
59 517 
59 505 
60 504 
61 492 

309 2,405 

(a) Duke Energy expects to receive future subsidies under Medicare Part D of $4 million In 
each of the years 2011-2015, and a total of $23 million during the years 2016-2020. 

Plan Assets 

Master Retirement Trust. 

Assets for both the qualified pension and other post-retirement 

benefits are maintained in a Master Retirement Trust (Master Trust). 

Approximately 97% of Master Trust assets were allocated to qualified 

pension plans and approximately 3% were allocated to other post-

retirement plans, as of December 3 1 , 2010 and 2009, respectively. 

The investment objective of the Master Trust is to achieve reasonable 

returns, subject to a prudent level of portfolio risk, for the purpose of 

enhancing the security of benefits for plan participants. The long-term 

rate of retum of 8.25% as of December 3 1 , 2010 for the Master 

Trust was developed using a weighted-average calculation of 

expected returns based primarily on future expected returns across 

asset classes considering the use of active asset managers. The 

weighted-average returns expected by asset classes were 2.6% for 

U.S. equities, 1.45% for non-U.S. equities, 1.0% for global equities, 

2.0% for debt securities, 0.3% for global private equity, 0.3% for 

hedge funds, 0.3%> for real estate and 0.3% for other global 

securities. The asset allocation targets were set after considering the 

investment objective and the risk profile. U.S. equities are held for 

their high expected return. Non-U.S. equities, debt securities, and 

real estate are held for diversification. Investments within asset 

classes are to be diversified to achieve broad market participation and 

reduce the impact of individual managers or Investments. Duke 

Energy regularly reviews its actual asset allocation and periodically 

rebalances its investments to the targeted allocation when considered 

appropriate. 

The Duke Energy Subsidiary Registrants' qualified pension and 

other post-retirement benefits are derived from the Master Trust, as 

such, each are allocated their proportionate share ofthe assets 

discussed below. 

The following table presents target and actual asset allocations 

for the Master Trust at December 3 1 , 2010 and 2009: 

Percentage at 
DecemberSl, Target 

Allocation 2010 2009 

Asset Category 
U.S. equity securities 
Non-U.S. equity securities 
Global equity securities 
Debt securities 
Global private equity securities 
Hedge funds 
Real estate and cash 
Other global securities 

28% 
15 
10 
32 

3 
4 
4 
4 

30% 
19 
10 
27 

3 
7 
4 

33% 
20 
10 
28 

Total 100% 100% 100% 
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VEBA l/ll. 

Duke Energy also Invests other post-retirement assets in the 

Duke Energy Corporation Employee Benefits Trust (VEBA I) and the 

Duke Energy Corporation Post-Retirement Medical Benefits Trust 

(VEBA II). The investment objective ofthe VEBAs Is to achieve 

suflicient returns, subject to a prudent level of portfolio risk, for the 

purpose of promoting the security of plan benefits for participants. 

The VEBAs are passively managed. 

The following tables present target and actual asset allocations 

for the VEBA I and VEBA II at December 31 , 2010 and 2009: 

Percentage at 
DecemberSl, 

VEBAl 
Target 

Allocation 2010 2009 

Asset Category 
U.S. equity securities 
Debt securities 
Cash 

30% 
45 
25 

22% 
34 
44 

23% 
37 
40 

Total 100% 100% 100% 

VEBA II 

Percentage at 

Target DecemberSl, 

Allocation 2010 2009 

Asset Category 
U.S. equity securities 
Debt securities 
Cash 

50% 
50 

1% 
69 
30 

-% 
92 

Total 100% 100% 100% 

Fair Value Measurements. 

On December 31 , 2009, Duke Energy adopted the new fair 

value disclosure requirements for pension and other post-retirement 

benefit plan assets. The accounting guidance for fair value defines fair 

value, establishes a framework for measuring fair value in GAAP in 

the U.S. and expands disclosure requirements about fair value 

measurements. Under the accounting guidance for fair value, fair 

value is considered to be the exchange price in an orderly transaction 

between market participants to sell an asset or transfer a liability at 

the measurement date. The fair value definition focuses on an exit 

price, which is the price that would be received by Duke Energy to 

sell an asset or paid to transfer a liability versus an entry price, which 

would be the price paid to acquire an asset or received to assume a 

liability. Although the accounting guidance for fair value does not 

require additional fair value measurements, it applies to other 

accounting pronouncements that require or permit fair value 

measurements. 

Duke Energy classifies recurring and non-recurring fair value 

measurements based on the following fair value hierarchy, as 

prescribed by the accounting guidance for fair value, which prioritizes 

the inputs to valuation techniques used to measure fair value into 

three levels: 

Level 1 — unadjusted quoted prices in active markets for 

identical assets or liabilities that Duke Energy has the ability to 

access. An active market for the asset or liability is one in which 

transactions for the asset or liability occurs with sufl'icient 

frequency and volume to provide ongoing pricing information. 

Duke Energy does not adjust quoted market prices on Level 1 

for any blockage factor. 

Level 2 — a fair value measurement utilizing inputs other than 

a quoted market price that are observable, either directly or 

indirectly, for the asset or 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 or 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 interest 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 ofthe valuation based on unobseryable 

inputs. 

Level 3 — any fair value measurements which include 

unobservable inputs for the asset or liability for more than an 

insigniflcant portion ofthe valuation. A Level 3 measurement 

may be based primarily on Level 2 inputs. 

The following table provides the fair value measurement 

amounts for Master Trust qualified pension and other post-retirement 

assets at December 31, 2010: 

Total Fair 
Value 

Amounts at 
DecemberSl, 

(in millions) 2010'=' Level 1 Level 2 Level 3 

Master Trust 
Equity securities 
Corporate bonds 
Short-term investment funds 
Partnership interests 
Hedge funds 
Real estate investment trust 
U.S. Government securities 
Other investments «" 
Guaranteed investment 

contracts 
Government bonds — Foreign 
Cash 
Asset- backed securities 
Government and commercial 

mortgage backed securities 

Total Assets 

$2,978 $2,019 $ 
1,062 

484 
108 
94 
66 

138 
(121) 

38 
35 

2 
9 

8 

11 
469 

— 
— 
— 
— 

(84) 

— 
— 
2 

— 

— 

959 
1,040 

15 
— 
94 
— 

138 
3 

— 
34 
— 
8 

8 

$4,901 $2,417 $2,299 

$ -
11 
— 

108 

— 
66 
— 

(40) 

38 
1 

— 
1 

— 
$185 
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(a) Excludes $23 million in net receivables and payables associated with security 
purchases and sales. 

(b) Includes pending Investment sales (net of Investment purchases) of $(139) million. 

The following table provides the fair value measurement 
amounts for Master Trust qualified pension and other post-retirement 
assets at December 3 1 , 2009: 

Total Fair 
Value 

Amounts at 
DecemberSl, 

(in millions) 2009« Level 1 Level 2 Level 3 

Master Trust 
Equity securities 
Corporate bonds 
Short-term investment funds 
Partnership Interests 
Real estate investment tiust 
U.S. Government securities 
Other investments 
Guaranteed Investment 

contracts 
Government bonds — Foreign 
Asset backed securities 
Government and commercial 

mortgage backed securities 

Total Assets 

$2,587 $1,733 $ 
1,008 

341 
109 
54 
57 
43 

38 
33 
19 

14 

— 
39 
— 
— 
— 
38 

— 
— 
— 

— 

831 
989 
302 

— 
— 
57 

4 

— 
32 
18 

14 

$4,313 $1,810 $2,247 

$ 23 
19 
— 

109 
64 
— 
1 

38 
1 
1 

— 
$256 

(c) Excludes $22 million in net receivables and payables associated with security 
purchases and sales. 

The following table provides the fair value measurement 
amounts for VEBA 1 and VEBA II other post-retirement assets at 
DecemberSl, 2010; 

(in millions) 

VEBA l/ll 
Cash and cash equivalents 
Equity securities 
Debt securities 

Total Assets 

Total Fair 
Value 

Amounts at 
December 3 1 , 

2010 

$30 
12 
17 

$59 

Level 1 

$ -
— 
— 

$ -

Level 2 

$30 
12 
17 

$59 

Level 3 

$ -
— 
— 

$ -

The following table provides the fair value measurement 
amounts for VEBA 1 and VEBA II other post-retirement assets at 
DecemberSl, 2009: 

(in millions) 

VEBA l/II 
Cash and cash equivalents 
Equity securities 
Debt securities 

Total Assets 

Total Fair 
Value 

Amounts at 
DecemberSl, 

2009 

$27 
.12 
19 

$58 

Level 1 

$ — 
11 
— 

$11 

Level 2 

$27 
1 

19 

$47 

Level 3 

$ -
— 
— 

$ -

The following table provides a reconciliation of beginning and 
ending balances of Master Trust assets measured at fair value on a 
recurring basis where the determination of fair value includes 
significant unobsen/able inputs (Level 3) for the year ended 
DecemberSl, 2010: 

Year Ended December 3 1 , 2010 

Master Trust 
BalanceatJanuary 1, 2010 $256 

Purchases, sales, Issuances and setiilements (net) (71) 
Total gains/dosses), realized and unrealized and other — 

Balance at December 31, 2010 $185 

The following table provides a reconciliation of beginning and 
ending balances of Master Trust assets measured at fair value on a 
recurring basis where the determination of fair value includes 
significant unobservable inputs (Level 3) for the year ended 
December 3 1 , 2009: 

Year Ended December 31, 2009 

Master Tmst 
Balance at January 1, 2009 $318 

Purchases, sales, issuances and setiilements (net) (23) 
Total losses, (realized and unrealized) and other (39) 

Balance at December 3 1 , 2009 $256 

Valuation methods ofthe primaiy fair value measurements 
disclosed above are as follows: 

Investments in equity securities: 

Investments in equity securities are typically valued at the 
closing price in the principal active market as ofthe last business day 
of the quarter. Principal active markets for equity prices include. 
published exchanges such as NASDAQ and NYSE. Foreign equity 
prices are translated from their trading currency using the currency 
exchange rate in eff'ect at the close of the principal active market. 
Duke Energy has not adjusted prices to refiect for after-hours market 
activity. Most equity security valuations are Level 1 measures. 
Investments in equity securities with unpublished prices are valued 
as Level 2 if they are redeemable at the measurement date. 
Investments in equity securities with redemption restrictions are 
valued as Level 3. 

Investments in corporate bonds and U.S. government securities: 

Most debt investments are valued based on a calculation using 
interest rate curves and credit spreads, applied to the terms of the debt 

.. instrument (maturity and coupon interest rate) and consider the 
counterpariy credit rating. Most debt valuations are Level 2 measures. 
If the market for a particular fixed income security is relatively inactive 
or illiquid, the measurement is a Level 3 measurement. 
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Investments in short-term investment funds: 

Valued at the net asset value of units held at year end. 

Investments in short-term investment funds with published prices are 

valued as Level 1. Investments in short-term investment funds with 

unpublished prices are valued as Level 2. 

Investments in real estate investment trust: 

Valued based upon property appraisal reports prepared by 

independent real estate appraisers. The Chief Real Estate Appraiser of 

the asset manager is responsible for assuring that the valuation 

process provides independent and reasonable property market value 

estimates. An external appraisal management firm not afi'iliated with 

the asset manager has been appointed to assist the Chief Real Estate 

Appraiser in maintaining and monitoring the independence and the 

accuracy ofthe appraisal process. 

Employee Savings Plans 

Duke Energy sponsors employee savings plans that cover 

substantially all U.S. employees. Most employees participate in a 

matching contribution formula where Duke Energy provides a 

matching contribution generally equal to 100% of before-tax 

employee contributions, of up to 6% of eligible pay per pay period. 

Duke Energy made pre-tax employer matching contributions of $85 

million in 2010, $80 million in 2009 and $78 million in 2008. 

Dividends on Duke Energy shares held by the savings plans are 

charged to retained earnings when declared and shares held in the 

plans are considered outstanding in the calculation of basic and 

diluted eamings per share. 

DUKE ENERGY CAROLINAS 

Duke Energy Retirement Plans. 

Duke Energy Carolinas participates in Duke Energy sponsored 

qualified non-contributoiy defined benefit retirement plans. The plans 

cover most U.S. employees using a cash balance formula. Under a 

cash balance formula, a plan participant accumulates a retirement 

benefit consisting of pay credits that are based upon a percentage 

(which may vary with age and years of service) of current eligible 

earnings and current interest credits. Duke Energy Carolinas also 

participates in Duke Energy sponsored non-qualified, , 

non-contributory defined benefit pension plans which cover certain 

executives. 

Duke Energy's policy is to fund amounts on an actuarial basis to 

provide assets sufficient to meet benefits to be paid to plan 

participants. Duke Energy Carolinas made contributions to Duke 

Energy's qualified defined benefit pension plans of $158 million 

during each ofthe years ended December 31 , 2010 and 2009. 

Duke Energy Carolinas made no contributions to Duke Energy's 

qualified defined benefit pension plans during the year ended 

DecemberSl, 2008. 

Actuarial gains and losses subject to amortization are amortized 

over the average remaining service period of the active employees. 

The average remaining seivice period ofthe active employees covered 

by the qualified retirement plans is 10 years. The average remaining 

service period of active employees covered by the non-qualified 

retirement plans is nine years. Duke Energy determines the market-

related value of plan assets using a calculated value that recognizes 

changes in fair value of the plan assets in a particular year on a 

straight-line basis over the next five years. 

Net periodic pension costs disclosed in the tables below for the 

qualified, non-qualified and other post-retirement benefit plans 

represent the cost of the respective plan for the periods presented. 

However, portions ofthe net periodic pension costs (benefits) 

disclosed in the tables have been capitalized as a component of 

property, plant and equipment. 

As required by applicable accounting rules, Duke Energy uses a 

December 31 measurement date for its defined benefit retirement 

plan assets and obligations. 

Prior to the year ended DecemberSl, 2010, Duke Energy 

Carolinas did not have any amounts reflected on its Consolidated 

Balance Sheets associated with Duke Energy sponsored qualified 

pension, non-qualified pension and other post-retirement benefit 

plans. 

Amounts presented in the tables below represent the amounts 

of pension and other post-retirement benefit cost allocated by Duke 

Energy for employees of Duke Energy Carolinas. Additionally, Duke 

Energy Carolinas is allocated its proportionate share of pension and 

other post-retirement benefit cost for employees of Duke Energy's 

shared services afl'iliate that provides support to Duke Energy 

Carolinas. These allocated amounts are included in the governance 

and shared seivices costs discussed in Note 13. 

Qualified Pension Plans 

Components of Net Periodic Pension (Benefit) Costs as allocated 

by Duke Energy: Qualified Pension Plans 

For the Years Ended 
DecemberSl, 

(in millions) 

Service cost benefit earned during the year 
Interest cost on projected benefit obligation 
Expected return on plan assets 
Amortization of prior service cost 
Amortization of actuarial loss 
Other 

2010 

$ 36 
91 

(147) 
1 

27 
8 

2009 

$ 31 
95 

(142) 
1 
2 
7 

2008 

$ 34 
94 

(141) 
1 
9 
9 

Net periodic pension (benefit) costs $ 16 (6) 
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other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets: Qualified Pension Plans 

(in millions) 

Regulatory assets, net increase 

For the year ended 
DecemberSl, 

2010 2009 

$628 $— 

Reconciliation of Funded Status to Net Amount Recognized: 

Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses 
Transfers 
Benefits paid 

2010 

$1,737 
36 
91 
57 
(5) 

(130) 

2009 

$1,537 
31 
95 

154 
(6) 

(74) 

Obligation at measurement date $1,785 $1,737 

The accumulated benefit obligation was $1,743 million and 

$1,687 million at DecemberSl, 2010 and 2009, respectively. 

As of and for the Years 
Ended December 31, 

(In millions) 2010 2009 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Transfers 
Employer contributions 

$1,602 
212 
(130) 

(5) 
158 

$1,225 
299 
(74) 
(6) 

158 

Plan assets at measurement date $1,837 $1,602 

Amounts Recognized in the Consolidated Balance Sheets: 

Qualified Pension Plans 

The following table provides the amounts related to Duke 

Energy's Carolinas' qualified pension plans that are reflected in Other 

within investments and Other Assets on the Consolidated Balance 

Sheets at December 3 1 , 2010 and 2009: 

As of and for the Years 
Ended DecemberSl, 

(in millions) 2010 2009 

The following table provides the amounts related to Duke Energy 

Carolinas' qualified pension plans that are reflected in Other within 

Regulatory Assets and Deferred Debits on the Consolidated Balance 

Sheets at December 3 1 , 2010 and 2009: 

(In millions) 

Regulatory Assets 

Asof DecemberSl, 

2010 2009 

$628 $— 

Of the amounts above, $36 million of unrecognized net 

actuarial loss and $1 million of unrecognized prior sen/ice cost will be 

recognized in net periodic pension costs in 2011. 

Additional Information: Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets: as allocated by Duke Energy 

Asof December 31, 

(in millions) 2010 2009 

Projected benefit obligation $— $1,737 
Accumulated benefit obligation — 1,687 
Fair value of plan assets — 1,602 

Assumptions Used for Pension Benefits Accounting 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase (graded by age) 

Asof DecemberSl, 

2010 

5.00 
4.10 

2010 

2009 

5.50 
4.50 

2009 

2008 

6.50 
4.50 

2008 

Determined Expense 
Discount rate 5.50 6.50 6.00 
Salary increase 4.50 4.50 5.00 
Expected long-term rate of return on plan 

assets 8.50 8.50 8.50 

The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on a yield 

curve approach. Under the yield curve approach, expected future 

benefit payments for each plan are discounted by a rate on a third-

party bond yield curve corresponding to each duration. The yield 

curve is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum of the discounted cash flows. 

Prefunded pension cost $51 
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Non-Qualified Pension Plans 

Components of Net Periodic Pension Costs as allocated by Duke 

Energy: Non-Qualified Pension Plans 

(in millions) 

Net periodic pension costs 

For the Years Ended 
DecemberSl, 

2010 2009 2008 

Amortization of prior service cost $1 $1 $1 
Interest cost on projected benefit obligation 1 1 1 

$2 $2 $2 

The following table provides the amounts related to Duke 

Energy's non-qualified pension plans that are reflected In Other within 

Regulatory Assets and Deferred Debits on the Consolidated Balance 

Sheets at December 31 , 2010 and 2009: 

Asof DecemberSl, 

(in millions) 2010 2009 

Regulatory assets $3 

Ofthe amounts above, an insignificant amount will be 

recognized in net periodic pension costs in 2011. 

Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets: Non-Qualified Pension Plans 

For the year ended 
DecemberSl, 

(in millions) 2010 2009 

Regulatory assets, net increase $3 

Reconciliation of Funded Status to Net Amount Recognized: 

Non-Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

(in millions) 2010 2009 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses 
Benefits paid 

$22 $20 

1 
1 

(3) 

1 
4 
(3) 

Obligation at measurement date 

Change in Fair Value of Plan Assets 
Benefits paid 
Employer contributions 

Plan assets at measurement date 

$21 

$(3) 
3 

$ -

$22 

$(3) 
3 

$ -

The accumulated benefit obligation was $20 million and $21 

million at DecemberSl, 2010 and 2009, respectively. 

Amounts Recognized in the Consolidated Balance Sheets: 

Non-Qualified Pension Plans 

The following table provides the amounts related to Duke Energy 

Carolinas' non-quallfled pension plans that are reflected in Other 

within Deferred Credits and Other Uabilities on the Consolidated 

Balance Sheets at DecemberSl, 2010 and 2009: 

(in millions) 

Accrued pension liability"" 

Asof DecemberSl, 

2010 2009 

$(21) $ -

(a) Includes $5 million and zero recognized in Other within Current Liabilities on the 
Consolidated Balance Sheets as of DecemberSl, 2010and 2009, respectively. 

Additional Information: Non-Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets: as allocated by Duke Energy 

Asof DecemberSl, 

(in millions) 2010 2009 

Projected benefit obligation $21 
Accumulated benefit obligation 20 
Fair value of plan assets — 

Assumptions Used for Pension Benefits Accounting 

$22 
21 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase 

Determined Expense 
Discount rate 
Salary increase 

Asof DecemberSl, 

2010 

5.00 
4.10 

2010 

5.50 
4.50 

2009 

5.50 
4.50 

2009 

6.50 
4.50 

2008 

6.50 
4.50 

2008 

6.00 
5.00 

The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on a yield 

curve approach. Underthe yield curve approach, expected future 

benefit payments for each plan are discounted by a rate on a third-

party bond yield curve corresponding to each duration. The yield 

cun/e Is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum of the discounted cash fiows. 

Other Post-Retirement Benefit Plans 

In conjunction with Duke Energy, Duke Energy Carolinas 

provides some health care and life insurance benefits for retired 

employees on a contributory and non-contributory basis. Employees 

are eligible for these benefits if they have met age and service 

requirements at retirement, as defined in the plans. 
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These benefit costs are accrued over an employee's active 

service period to the date of full benefits eligibility. The net 

unrecognized transition obligation is amortized over 20 years. 

Actuarial gains and losses are amortized over the average remaining 

service period of the active employees. The average remaining service 

period of the active employees covered by the plan is 11 years. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

as allocated by Duke Energy 

For the Years Ended 
DecemberSl, 

(in millions) 2010 2009 2008 

Service cost benefit earned during the year 
Interest cost on accumulated post-retirement benefit 

obligation 
Expected return on plan assets 
Amortization of prior service credit 
Amortization of net transition liability 
Amortization of actuarial loss 

Net periodic other post-retirement benefit costs 

$ 2 

17 
(10) 

(5) 
9 
3 

21 
(11) 

(5) 
9 
1 

21 
(11) 

(5) 
9 
2 

$ 16 $ 17 18 

other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets: Other Post-Retirement Benefit 

Plans 

(in millions) 

Regulatory assets, net Increase 

For the year ended 
DecemberSl, 

2010 2009 

$49 $ -

Reconciliation of Funded Status to Accrued Other Post-Retirement 

Benefit Costs 

As of and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Employer contributions 
Plan participants' contributions 

2010 

$114 
13 

(44) 
18 
24 

2009 

$120 
18 

(47) 
5 

18 

Plan assets at measurement date $125 $114 

Amounts Recognized in the Consolidated Balance Sheets: Other 

Post-Retirement Benefit Plans 

The following table provides the amounts related to Duke Energy 

Carolinas' other post-retirement benefit plans that are reflected in 

Other within Deferred Credits and Other Liabilities on the 

Consolidated Balance Sheets at December 31 , 2010 and 2009: 

(in millions) 

Accrued other post-retirement liability 

Asof DecemberSl, 

2010 2009 

$(201) $ -

The following table provides the amounts related to Duke Energy 

Carolinas' other post-retirement beneflt plans that are reflected In 

Other within Regulatory Assets and Deferred Debits on the 

Consolidated Balance Sheets at December 31 , 2010 and 2009: 

(in millions) 

Regulatoiy assets 

Asof DecemberSl, 

2010 2009 

$49 $— 

(in millions) 

As of and for the Years 
Ended DecemberSl, 

2010 2009 

Change in Benefit Obligation 
Accumulated post-retirement benefit obligation at 

prior measurement date $338 $342 
Service cost 2 2 
Interest cost 17 21 
Plan participants' contributions 24 18 
Actuarial gain (14) (2) 
Transfer (1) (1) 
Plan transfer — 2 
Benefits paid (44) (47) 
Accrued retiree drug subsidy 4 3 

Accumulated post-retirement benefit obligation at 
measurement date $326 $338 

Of the amounts above, $9 million of unrecognized net transition 

obligation, $3 million of unrecognized losses and $5 million of 

unrecognized prior service credit (which will reduce pension expense) 

will be recognized in net periodic pension costs in 2011. 

Assumptions Used for Other Post-Retirement Benefits Accounting 

(percentages) 

Determined Benefit Obligations 
Discount rate 

2010 

5.00 

2010 

2009 

5.50 

2009 

2008 

6.50 

2008 

Detemiined Expense 
Discount rate 
Expected long-term rate of return on 

plan assets 
- Assumed tax rate'̂ ' 

5.50 6.50 6.00 

5.53-8.50 5.53-8.50 5.53-8.50 
35.0 35.0 35.0 

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

retirement benefits obligation and following year's other post-

retirement benefits expense is based on a yield curve approach. 

Under the yield curve approach, expected future benefit payments for 

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

corresponding to each duration. The yield cun/e is based on a bond 

universe of AA and AAA-rated long-term corporate bonds. A single 

discount rate is calculated that would yield the same present value as 

the sum of the discounted cash fiows. 

Employee Savings Plans 

Duke Energy sponsors, and Duke Energy Carolinas participates 

in, an employee savings plan that covers substantially all U.S. 

employees. Duke Energy contributes a matching contribution equal to 

100% of before-tax employee contributions, of up to 6% of eligible 

pay per pay period. Duke Energy Carolinas expensed pre-tax plan 

contributions, as allocated by Duke Energy, of $36 million in 2010, 

$36 million in 2009 and $35 million in 2008. 

Assumed Health Care Cost Trend Rates'^' 

Medicare 
Trend Rate 

Prescription Drug 
Trend Rate 

2010 2009 2010 2009 

Health care cost trend rate 
assumed fornextyear 

Rate to which the cost trend 
is assumed to decline (the 
ultimate trend rate) 

Year that the rate reaches the 
ultimate trend rate 

8.50% 8.50% 9.80% 11.00% 

5.00% 5.00% 5.00% 5.00% 

2020 2019 2025 2024 

1-Percentage-
Point Increase 

$ 1 

16 

1-Percentage-
Point Decrease 

$ (1) 

(14) 

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

Sensitivity to Changes in Assumed Health Care Cost Trend Rates 

(in millions) 

Effect on total service and interest costs 
Effect on post-retirement benefit 

obligation 

Expected Benefit Payments : Defined Benefit Retirement Plans 

The following table presents Duke Energy's expected benefit 

payments made on behalf of Duke Energy Carolinas to participants in 

its qualified, non-qualified and other post-retirement benefit plans 

over the next 10 years, which are primarily paid out of the assets of 

the various trusts. These benefit payments reflect expected future 

service, as appropriate. 

(in millions) 

Years Ended December 31, 
2011 
2012 
2013 
2014 
2015 
2016-2020 

Qualified 
Plans 

$177 
182 
185 
187 
177 
830 

Non-Qualified 
Plans 

$5 
3 
2 
2 
2 
7 

Other Post-
Retirement 

Plans'̂ ) Total 

$ 26 $208 
26 211 
26 213 
26 215 
26 205 

132 969 

(a) Duke Energy expects to receive on behalf of Duke Energy Carolinas, future subsidies 
under Medicare Part D of $3 million in each of the years 2011-2012, $3 million In 
each of the years 2013-2015 and a total of $13 million during the years 2016-2020. 

DUKE ENERGY OHIO 

Duke Energy Retirement Plans. 

Duke Energy Ohio participates in qualified and non-qualified 

defined beneflt pension plans and other post-retirement benefit plans 

sponsored by Duke Energy. Duke Energy allocates pension and other 

post-retirement obligations and costs related to these plans to Duke 

Energy Ohio. 

Net periodic benefit cost disclosed in the tables below for the 

qualified, non-qualified and other post-retirement beneflt plans 

represent the cost of the respective plan for the periods presented. 

However, portions of the net periodic benefit cost disclosed in the 

tables have been capitalized as a component of property, plant and 

equipment. 

As required by the applicable accounting rules, Duke Energy 

uses a December 31 measurement date for its defined benefit 

retirement plan assets and obligations. 

Amounts presented in the tables below represent the amounts 

of pension and other post-retirement benefit cost allocated to Duke 

Energy Ohio. Additionally, Duke Energy Ohio is allocated its 

proportionate share of pension and other post-retirement benefit cost 

for employees of Duke Energy's shared services affiliate that provides 

support to Duke Energy Ohio. These allocated amounts are included 

in the governance and shared seivices costs discussed in Note 13. 

Qualified Pension Plans 

Duke Energy's qualified deflned benefit pension plans cover 

substantially all employees meeting certain minimum age and service 

requirements. The plans cover most employees using a cash balance 

formula. Under a cash balance formula, a plan participant 

accumulates a retirement benefit consisting of pay credits that are 

based upon a percentage (which varies with age and years of service) 

of current eligible earnings and current interest credits. Certain legacy 

Cinergy employees are covered under plans that use a final average 

earnings formula. Under a final average earnings formula, a plan 

participant accumulates a retirement beneflt equal to a percentage of 

their highest 3-year average earnings, plus a percentage of their 

highest 3-year average earnings in excess of covered compensation 

per year of participation (maximum of 35 years), plus a percentage of 

their highest 3-year average earnings times years of participation in 

excess of 35 years. Duke Energy Ohio also participates in Duke 
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Energy sponsored non-qualifled, non-contributory defined benefit 

pension plans which cover certain executives. 

Duke Energy's policy is to fund amounts on an actuarial basis to 

provide assets suflicient to meet benefits to be paid to plan 

participants. In 2010, Duke Energy Ohio made a cash contribution of 

approximately $45 million, which represented its proportionate share 

of a $400 million total contribution to Duke Energy's qualified 

pension plans. In 2009, Duke Energy Ohio made a cash contribution 

of $210 million, which represented its proportionate share of an 

$800 million total contribution to Duke Energy's qualified pension 

plans. Duke Energy did not make any contributions to its defined 

benefit retirement plans in 2008. 

Actuarial gains and losses are amortized over the average 

remaining sen/ice period of active employees. The average remaining 

service period of active employees covered by the qualified retirement 

plans is 10 years. The average remaining service period of active 

employees covered by the non-qualified retirement plans is nine 

years. Duke Energy determines the market-related value of plan 

assets using a calculated value that recognizes changes in fair value 

of the plan assets over five years. 

Components of Net Periodic Pension Costs as allocated by Duke 

Energy: Qualified Pension Plans 

(in millions) 

For the Years Ended 
DecemberSl, 

2010<* 2009'̂ ' 2008'^' 

Service cost earned during the year $ 7 
Interest cost on projected benefit 

obligation 33 
Expected return on plan assets (44) 
Amortization of prior seivice cost 1 
Amortization of actuarial loss 4 
Other 2 

38 
(43) 

1 

$ 12 

42 
(46) 

1 

Net periodic pension costs $ 3 $ 6 $ 12 

(a) These amounts exclude $7 million, $4 million and $4 million for the years ended 
December 31 , 2010, 2009 and 2008, respectively, of regulatory asset amortization 
resalting from purchase accounting adjustments associated with Duke Energy's'merger 
with Cinergy in April 2006. 

other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets and AOCI: Qualified Pension 

Plans 

(in millions) 

For the year ended 
DecemberSl, 

2010 2009 

Regulatory assets, net increase $ 6 
Accumulated other comprehensive (income)/loss 

Deferred income tax asset 4 
Actuarial (gain) loss arising during the year (9) 
Prior service credit arising during the year — 
Amortization of prior year actuarial losses (1) 
Amortization of prior year prior sen/ice cost (1) 

1 

2 
(1) 

Net amount recognized In accumulated other 
comprehensive (income)/loss $(7) 

Reconciliation of Funded Status to Net Amount Recognized: 

Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

(in millions) 2010 2009 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses 
Plan amendments 
Transfers 
Benefits paid 

$689 
7 

33 
24 

(54) 
(48) 

$694 
8 

38 
67 
(2) 

(76) 
(40) 

Obligation at measurement date $651 

The accumulated benefit obligation was $616 million and 

$640 million at December 31 , 2010 and 2009, respectively. 

As of and for the Years 
Ended DecemberSl, 

(In millions) 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Transfers 
Benefits paid 
Employer contributions 

2010 

$557 
65 

(54) 
(48) 
45 

2009 

$360 
103 
(76) 
(40) 
210 

Plan assets at measurement date $565 $557 
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Amounts Recognized in the Consolidated Balance Sheets: 

Qualified Pension Plans 

The following table provides the amounts related to Duke Energy 

Ohio's qualified pension plans that are reflected in Other within 

Deferred Credits and Other Liabilities on the Consolidated Balance 

Sheets at December 31 , 2010 and 2009: 

(in millions) 

Accrued pension liability 

Asof and for the Years 
Ended DecemberSl, 

2010 2009 

$(86) $(132) 

The following table provides the amounts related to Duke Energy 

Ohio's qualified pension plans that are reflected in Other within 

Regulatory Assets and Deferred Debits and AOCI on the Consolidated 

Balance Sheets at December 31 , 2010 and 2009: 

Asof DecemberSl, 

(in millions) 2010 2009 

Regulatoiy Assets $111 $105 
Accumulated Other Comprehensive Loss (Income) 

Deferred income tax asset $ (16) • $ (20) 
Prior service cost 1 2 
Net actuarial loss 45 55 

Net amount recognized accumulated other 
comprehensive loss (income) $ 30 37 

Of the amounts above, approximately $8 million of 

unrecognized net actuarialloss and approximately $1 million of 

unrecognized prior service cost will be recognized in net periodic 

pension costs in 2011. 

(percentages) 

Asof DecemberSl, 

2010 2009 2008 

Determined Expense 
Discount rate 
Salary increase 
Expected long-term rate of return on plan assets 

5.50 6.50 6.00 
4.50 4.50 5.00 
8.50 8.50 8.50 

^ The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on a yield 

curve approach. Under the yield curve approach, expected future 

benefit payments for each plan are discounted by a rate on a third-

party bond yield curve corresponding to each duration. The yield 

curve is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum of the discounted cash fiows. 

Non-Qualified Pension Plans 

Components of Net Periodic Pension Costs as allocated by Duke 

Energy: Non-Qualified Pension Plans 

Duke Energy Ohio's non-qualified pension plan pre-tax net 

periodic pension benefit costs as allocated by Duke Energy was 

insignificant for the years ended DecemberSl, 2010, 2009 and 

2008. 

other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets and Accumulated Other 

Comprehensive Income: Non-Qualified Pension Plans 

Additional Information: 

Qualified Pension Plans—Information for Plans with Accumulated 

Benefit Obligation in Excess of Plan Assets: as allocated by Duke 

Energy 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fairvalueof plan assets 

Asof DecemberSl, 

2010 2009 

$651 $689 
616 640 
565 557 

Assumptions Used for Pension Benefits Accounting 

(percentages) 

Asof December 31, 

2010 2009 2008 

Benefit Obligations 
Discount rate 
Salary increase (graded by age) 

5.00 
4.10 

5.50 
4.50 

6.50 
4.50 

Duke Energy Ohio's non-qualified pension plan Other Changes 

in Plan Assets and Projected Benefit Obligations Recognized in 

Regulatory Assets and Accumulated Other Comprehensive Income as 

allocated by Duke Energy was insignificant for the years ended 

December 31 , 2010 and 2009. 

Reconciliation of Funded Status to Net Amount Recognized: 

Non-Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

(in millions) 2010 2009 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses 
Benefits paid 

$ 4 

3 
(1) 

$ 6 

(2) 

Obligation at measurement date $ 6 
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As of and for the Years 
Ended DecemberSl, 

Assumptions Used for Pension Benefits Accounting 

(in millions) 2010 2009 

Change in Fair Value of Plan Assets 
Benefits paid 
Employer contributions 

$(1) 
1 

$(2) 
2 

Plan assets at measurement date $ - ^ 

The accumulated benefit obligation was $6 million and $4 

million at December 31 , 2010 and 2009, respectively. 

Amounts Recognized in the Consolidated Balance Sheets: 

Non-Qualified Pension Plans 

The following table provides the amounts related to Duke Energy 

Ohio's non-qualified pension plans that are refiected in Other within 

Deferred Credits and Other Liabilities on the Ctonsolidated Balance 

Sheets at December 31 , 2010 and 2009: 

(in millions) 

Accrued pension liabilily^' 

Asof DecemberSl, 

2010 2009 

$(6) $(5) 

(a) Includes $1 million and $1 million recognized In Other within Current Liabilities on the 
Consolidated Balance Sheets as of December 31 , 2010 and 2009, respectively. 

Amounts related to Duke Energy Ohio's non-qualified pension 

plans that are reflected in Other within Regulatory Assets and 

Deferred Debits and AOCI on the Consolidated Balance Sheets were 

insignificant at December 3 1 , 2010 and 2009. 

Additional Information: Non-Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets: as allocated by Duke Energy 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2010 2009 

$ 6 $ 4 
6 4 

The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on a yield 

curve approach. Under the yield cun/e approach, expected fiJture 

benefit payments for each plan are discounted by a rate on a third-

party bond yield curve corresponding to each duration. The yield 

curve is based on a bond universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum ofthe discounted cash flows. 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase 

Net Periodic Benefit Cost 
Discount rate 
Salary increase 

Asof DecemberSl, 

2010 2009 2008 

5.00 5.50 6.50 
4.10 4.50 4.50 

5.50 6.50 6.00 
4.50 4.50 5.00 

Other Post-Retirement Benefit Plans 

Duke Energy Ohio participates in other post-retirement benefit 

plans sponsored by Duke Energy. Prior to January 1, 2008, Cinergy 

was the sponsor of the other post-retirement benefit plans. Effective 

Januaiy 1, 2008, Duke Energy became the sponsor of these other 

post-retirement benefit plans. Duke Energy provides certain health 

care and life insurance benefits to retired employees and their eligible 

dependents on a contributory and non-contributory basis. These 

beneflts are subject to minimum age and sen/ice requirements. The 

health care benefits include medical coverage, dental coverage, and 

prescription doig coverage and are subject to certain limitations, such 

as deductibles and co-payments. These benefit costs are accrued 

over an employee's active service period to the date of full beneflts 

eligibility. The net unrecognized transition obligation is amortized over 

approximately 20 years. 

Actuarial gains and losses are amortized over the average 

remaining service period of the active employees. The average • • 

remaining service period of the active employees covered by the plan 

is 11 years. During 2008, Duke Energy Ohio recorded pre-tax 

income of $20 million related to the correction of errors in actuarial 

valuations prior to 2008 that would have reduced amounts recorded 

as other post-retirement benefit expense recorded during those 

historical periods. Duke Energy did not make any contributions to its 

other post-retirement plans in 2010, 2009 or 2008. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

as allocated by Duke Energy 

For the Years Ended 
DecemberSl, 

(in millions) 

Sen/Ice cost 
Interest cost on accumulated post-retirement benefit 

obligation 
Expected retum on plan assets 
Amortization of prior sen/ice credit 
Prior period accounting true-up adjustment*' 
Amortization of actuarial gain 

2010W 

$ 1 

3 
(1) 
(1) 
— 
(2) 

2009'̂ ) 

$ 1 

4 
(1) 
(1) 
— 
(2) 

2008(3 

$ 1 

4 
(1) 
(1) 

(18) 
(1) 

Net periodic other post-retirement benefit costs $ 1 $(16) 
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(a) 

(b) 

These amounts exclude $2 million for each of the years ended DecemberSl, 2010, 
2009 and 2008 of regulatoiy asset amortization resulting from purchase accounting 
adjustments associated with Duke Energy's merger with Cinergy in April 2006. 
Includes the recognition of the approximate $20 million correction of errors discussed 
above. 

other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income, 

Regulatory Assets and Regulatory Liabilities: Other Post-

Retirement Benefit Plans 

For the year ended 
DecemberSl, 

(in millions) 2010 2 009 

Regulatory assets, net increase 
Regulatory liabilities, net (decrease) increase 
Accumulated other comprehensive (income)/loss 

Deferred income tax liability 
Actuarial gain arising during the year 
Amortization of prior year prior service credit 
Amortization of prior year actuarial gains 
Amortization of prior year net transition 

liability 

(4) 

3 
(3) 

$32 
27 

(2) 

Net amount recognized in accumulated other 
comprehensive (income)/loss $ 1 i ( l ) 

Reconciliation of Funded Status to Accrued Other Post-Retirement 

Benefit Costs 

As of and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Benefit Obligation 
Accumulated post-retirement beneflt obligation at 

prior measurement date 
Sen/ice cost 
Interest cost 
Plan participants' contributions 
Actuarial loss 
Transfers 
Benefits paid 
Accrued retiree drug subsidy 

2010 

$70 
1 
3 
1 
2 

(6) 
(5) 
— 

2009 

$76 
1 
4 

— 
3 

(10) 
(5) 
1 

Accumulated post-retirement benefit obligation at 
measurement date $66 70 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Employer contributions 
Plan participants' contributions 

$ 7 
2 

(5) 
3 
1 

$ 6 
1 

(5) 
5 

— 
Plan assets at measurement date $ 8 $ 7 

Amounts Recognized in the Consolidated Balance Sheets: Other 

Post-Retirement Benefit Plans 

The following table provides the amounts related to Duke Energy 

Ohio's other post-retirement benefit plans that are reflected in Other 

within Deferred Credits and Other Liabilities on the Consolidated 

Balance Sheets at December 31 , 2010 and 2009: 

(in millions) 

Accrued other post-retirement liability''' 

Asof DecemberSl, 

2010 2009 

$(58) $(63) 

(a) Includes $2 million and $2 million recognized in Other within Current Uabilities on the 
Consolidated Balance Sheets as of December 31 , 2010 and 2009, respectively. 

The following table provides the amounts related to Duke Energy 

Ohio's other post-retirement beneflt plans that are reflected in Other 

within Deferred Credits and Other Liabilities and AOCI on the 

Consolidated Balance Sheets at December 31, 2010 and 2009: 

(in millions) 

As of December 31, 

2010 2009 

Regulatory liabilities 
Accumulated other comprehensive income 

Deferred income tax liability 
Prior seivice credit 
Net actuarial loss gain 

$ 20 $ 24 

$ 5 $ 2 
(1) (1) 

(12) (10) 

Net amount recognized in accumulated other 
comprehensive (income)/loss (8) (9) 

Of the amounts above, $2 million of unrecognized gains and $1 

million of unrecognized prior service credit (which will reduce pension 

expense) will be recognized in net periodic pension costs in 2011. 

Assumptions Used for Other Post-retirement Benefits Accounting 

(percentages) 

Benefit Obligations 
Discount rate 

Net Periodic Benefit Cost 
Discount rate 
Expected long-term rate of return on plan assets 

2010 

5.00 

5.50 
8.50 

2009 

5.50 

6.50 
8.50 

2008 

6.50 

6.00 
8.50 

Assumed Health Care Cost Trend Rates 

IVledicare Trend Prescription Drug 
Rate Trend Rafe 

2010 2009 2010 2009 

Health care cost trend rate assumed 
for next year 

Rate to which the cost trend is 
assumed to decline (the ultimate 
trend rate) 

Year that the rate reaches the ultimate 
trend rate 

8.50% 8.50% 9.80% 11.00% 

5.00% 5.00% 5.00% 5.00% 

2020 2019 2025 2024 
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Sensitivity to Changes in Assumed Health Care Cost Trend Rates 

(In millions) 

Effect on total service and Interest costs 
Effect on post-retirement benefit 

obligation 

1-Percentage-
Point Increase 

$ 1 

21 

1-Percentage-
Point Decrease 

$ (1) 

(18) 

Expected Benefit Payments 

The following table presents Duke Energy's expected benefit 

payments made on behalf of Duke Energy Ohio to participants in its 

qualified, non-qualified and other post-retirement benefit plans over 

the next 10 years, which are primarily paid out ofthe assets ofthe 

various trusts. These benefit payments reflect expected future service, 

as appropriate. , . 

(in millions) 

Years Ended DecemberSl, 
2011 
2012 
2013 
2014 
201&. 
2016-2020 

Qualified 
Plans 

$ 48 
47 
47 
46 
47 

239 

Non-Qualified 
Plans 

$ 1 
1 

— 
— 
— 
2 

Other Post-
Retirement 

Plans Total 

$ 5 $ 54 
5 53 
5 52 
5 51 

. 5 52 
27 268 

Employee Savings Plans 

Duke Energy sponsors, and Duke Energy Ohio participates in, 

a"n employee savings plan that covers substantially all U.S." 

employees. .Duke Energy contributes a matching contribution equal to 

100% of before-tax employee confi-ibutions, of up to 6% of eligible 

pay per period. Duke Energy Ohio expensed pre-tax plan 

contributions, as allocated by Duke Energy, of $4 million in 2010, 

$4 million in 2009 and $6 million in 2008. 

DUKE ENERGY INDIANA 

Duke Energy Retirement Plans. 

Duke Energy Indiana participates in qualified and non-qualified 

defined benefit pension plans and other post-retirement benefit plans 

sponsored by Duke Energy. Duke Energy allocates pension and other 

post-retirement obligations and costs related to these plans to Duke 

Energy Indiana. 

Net periodic benefit cost disclosed below for the qualified, 

non-qualified and other post-retirement benefit plans represent the 

cost of the respective plan for the periods presented. However, 

portions of the net periodic benefit cost disclosed have been 

capitalized as a component of property, plant and equipment. 

As required by the applicable accounting rules, Duke Energy 

uses a December 31 measurement date for its defined benefit 

retirement plan assets and obligations. 

Amounts presented below represent the amounts of pension 

and other post-retirement beneflt cost allocated to Duke Energy 

Indiana. Additionally, Duke Energy Indiana is allocated its 

proportionate share of pension and other post-retirement benefit cost 

for employees of Duke Energy's shared services affiliate that provides 

support to Duke Energy Indiana. These allocated amounts are 

included in the governance and shared seryices costs discussed in 

Note 13. 

Qualified Pension Plans 

Duke Energy's qualified defined benefit pension plans cover, 

substantially all employees meeting certain minimum age and, service 

requirements. The plans cover most employees using a cash balance 

formula. Under a cash balance formula, a plan participant 

accumulates a retirement benefit consisting of pay credits that are 

based upon a percentage (which varies with age and years of sen/ice) 

of current eligible earnings and current interest credits. Certain legacy _ 

Cinergy employees are covered under plans that use a final average 

earnings formula. Under a final average earnings formula, a plan 

participant accumulates a retirement benefit equalto a percentage of 

their highest 3-year average earnings, plus a percentage of their 

highest 3-year average earnings in excess of covered compensation 

per year of participation (maximum of 35 years), plus a percentage of 

their highest 3-year average earnings times years of participation in 

excess of 35 years. Duke Energy Indiana also participates in Duke 

Energy sponsored non-qualified, non-contributoiy defined benefit 

pension plans which cover certain executives. 

Duke Energy's policy is to fund amounts on an actuarial basis to 

provide assets sufficient to meet beneflts to be paid to plan 

participants. Duke Energy made qualified pension benefit ^ 

contributions of $400 million to its qualified pension plans in 2010, 

of which $46 million represents contributions made by Duke Energy 

Indiana for the year ended DecemberSl, 2010. Duke Energy rpade, 

qualified pension benefit contributions of $800 million to its qualified 

pension plans in 2009, of which $140 million represents 

contributions made by Duke Energy Indiana for the year ended 

December 31 , 2009. Duke Energy did not make any contributions to 

its defined beneflt retirement plans in 2008. 

Actuarial gains and losses are amortized over the average 

remaining service period ofthe active employees. The average 

remaining service period of the active employees covered by the 

qualified retirement plans is 10 years. The average remaining service 

period of the active employees covered by the qualified retirement 

plans is nine years. Duke Energy determines the market-related value 

of plan assets using a calculated value that recognizes changes in fair 

value of the plan assets over five years. 
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Components of Net Periodic Pension (Benefit) Costs as allocated 

by Duke Energy: Qualified Pension Plans 

For the Years Ended 
DecemberSl, 

(in millions) 

Service cost 
Interest cost on projected benefit obligation 
Expected return on plan assets 
Amortization of prior service cost 
Amortization of actuarial loss 
Other 

2010 

$11 
32 
(45) 

2 
12 
2 

2009 

$ 9 
33 
(42) 

2 
5 
2 

2008 

$11 
33 
(37) 

2 
6 
2 

Net periodic pension costs $ 14 $ 9 $ 17 

Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets 

For the year ended 
DecemberSl, 

(in millions) 2010 2009 

Regulatory assets, net decrease $(4) $(16) 

Reconciliation of Funded Status to Net Amount Recognized: 

Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

(In millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Sen/ice cost 
Interest cost 
Actuarial losses 
Plan amendments 
Transfers 
Benefits paid 

2010 

$602 
11 
32 
32 

2 
(7) 

(44) 

2009 

$551 
9 

S3 
45 
— 
(5) 

(31) 

Obligation at measurement date $628 $602 

The accumulated benefit obligation was $578 million and 

$556 million at December 31 , 2010 and 2009, respectively. 

As of and for the 
Years Ended December 31, 

(in millions) 2010 2009 

Amounts Recognized in the Consolidated Balance Sheets: 

Qualified Pension Plans 

The following table provides the amounts related to Duke Energy 

Indiana's qualified pension plans that are reflected in Other within 

Deferred Credits and Other Liabilities on the Consolidated Balance 

Sheets at December 31 , 2010 and 2009 

(in millions) 

Accrued pension liability 

As of and for the Years 
Ended DecemberSl, 

2010 2009 

$(63) $(97) 

The following table provides the amounts related to Duke Energy 

Indiana's qualified pension plans that are reflected in Other within 

Regulatory Assets and Deferred Debits on the (Ctonsolidated Balance 

Sheets at December 31 , 2010 and 2009: 

(in millions) 

Regulatoty Assets 

Asof DecemberSl, 

2010 2009 

$224 $228 

Additional Information: Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets: as allocated by Duke Energy 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2010 2009 

$628 $602 
578 556 
565 505 

Assumptions Used for Pension Benefits Accounting 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase 

Asof DecemberSl, 

2010 2009 2008 

5.00 5.50 6.50 
4.10 4.50 4.50 

Net Periodic Benefit Cost 
Discount rate 
Salary increase 
Expected long-term rate of return on plan 

assets 

5.50 
4.50 

6.50 
4.50 

6.00 
5.00 

8.50 8.50 8.50 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Transfers 
Employer confributions 

Plan assets at measurement date 

$505 
65 
(44) 
(7) 
46 

$565 

$307 
94 
(31) 
(5) 

140 

$505 

Non-Qualified Pension Plans 

Components of Net Periodic Pension Coste as allocated by Duke 

Energy: Non-Qualified Pension Plans 

Duke Energy Indiana's non-qualified pension plan pre-tax net 

periodic pension benefit costs, as allocated by Cinergy, were 
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insignificant for the years ended December 31, 2010 and 2009 $1 

million for the year ended December 31 , 2008. 

other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets: Non-Qualified Pension Plans 

(in millions) 

Regulatory assets, net Increase (decrease) 

For the year ended 

DecemberSl, 

2010 2009 

$1 -$(1) 

Reconciliation of Funded Status to Net Amount Recognized: 

Non-Qualified Pension Plans 

(in millions) 

As of and for the Years 
Ended DecemberSl, 

2010 2009 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses 
Benefits paid 

6 $ 6 

Obligation at measurement date 

Change in Fair Value of Plan Assets 
Benefits paid 
Employer contilbutions 

Plan assets at measurement date 

$ 6 

$(-) 

$ -

$ 6 

$(-) 

$ -

The accumulated benefit obligation was $6 million and $6 

million at December 31 , 2010 and 2009, respectively. 

Amounts Recognized in the Consolidated Balance Sheets: 

Non-Qualified Pension Plans 

The following table provides the amounts related to Duke Energy 

Indiana's non-qualified pension plans that are reflected in Other 

within Deferred Credits and Other Uabilities on the Consolidated 

Balance Sheets at December 31 , 2010 and 2009: 

(in millions) 

Accrued pension liability<a) 

As of December 3 1 , 

2010 2009 

$(6) $(6) 

(a) ' Includes $1 million and $1 million recognized in Other within Current Liabilities on the 
Consolidated Balance Sheets as of December 31 , 2010 and 2009, respectively. 

The following table provides the amounts related to Duke Energy 

Indiana's non-qualified pension plans that are reflected in Regulatory 

Assets on the Consolidated Balance Sheets at December 31 , 2010 

and 2009: 

(in millions) 

Regulatory assets 

Asof DecemberSl, 

2010 2009 

$3 $2 

Of the amounts above, an insignificant amount will be 

recognized in net periodic pension costs in 2011. 

Additional Information: Non-Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets: as allocated by Duke Energy 

(in millions) 

Projected beneflt obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2010 2009 

$ 6 $ 6 
6 6 

The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on a yield 

curve approach. Under the yield cun/e approach, expected future 

benefit payments for each plan are discounted by a rate on a third-

party bond yield curve corresponding to each duration. The yield 

curve is based on a txind universe of AA and AAA-rated long-term 

corporate bonds. A single discount rate is calculated that would yield 

the same present value as the sum ofthe discounted cash flows. 

Assumptions Used for Pension Benefits Accounting: Non-Qualified 

Plans 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase 

Net Periodic Benefit Cost 

Discount rate 
Salary increase 

Asof DecemberSl, • 

2010 2009 2008 

5.00 
4.10 

5.50 
4.50 

5.50 
4.50 

6.50 
4.50 

6.50 
4.50 

6.00 
5.00 

Other Post-Retirement Benefit Plans 

Duke Energy Indiana participates in other post-retirement benefit 

plans sponsored by Duke Energy. Prior to January 1, 2008, Cinergy 

was the sponsor of the other post-retirement benefit plans. Effective 

January 1, 2008, Duke Energy became the sponsor of these other 

post-retirement benefit plans. Duke Energy provides certain health 

care and life insurance benefits to retired employees and their eligible 

dependents on a contributory and non-contributory basis. These 

benefits are subject to minimum age and service requirements. The 

health care benefits include medical coverage, dental coverage, and 

prescription drug coverage and are subject to certain limitations, such 

as deductibles and co-payments. These benefit costs are accrued 

over an employee's active service period to the date of full benefits 

eligibility. The net unrecognized transition obligation is amortized over 

approximately 20 years. Actuarial gains and losses are amortized over 

the average remaining service period of the active employees. The 

average remaining service period of the active employees covered by 

the plan is 10 years. 
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During the fourth quarter of 2008, Duke Energy Indiana 

recorded pre-tax income of $19 million related to the correction of 

errors in actuarial valuations prior to 2008 that would have reduced 

amounts recorded as other post-retirement benefit expense recorded 

during those historical periods. Duke Energy did not make any 

contributions to its other post-retirement plans in 2010, 2009 or 

2008. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

as allocated by Duke Energy 

For the Years Ended 
DecemberSl, 

(in millions) 2010 2009 2008 

Service cost 
Interest cost on accumulated post-retirement 

benefit obligation 
Expected return on plan assets 
Amortization of net transition liability 
Amortization of actuarial loss (gain) 

$ 1 1 1 

8 
(1) 
— 
1 

11 
(1) 
— 
2 

10 
(1) 
9 

(4) 

Net periodic other post-retirement benefit 
costs $ 9 $13 $14 

other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets and Regulatory Liabilities: Other 

Post-Retirement Benefit Plans 

For the year ended 
DecemberSl, 

(in millions) 2010 2009 

Regulatory assets, net decrease 
Regulatory liabilities, net (decrease) increase 

$(12) 
(5) 

M6) 
16 

Reconciliation of Funded Status to Accrued Other Post-Retirement 

Benefit Costs 

As of and for the Years 
Ended DecemberSl, 

(in millions) 2010 2009 

Change in Benefit Obligation 
Accumulated post-retirement benefit obligation 

at prior measurement date 
Sen/ice cost 
Interest cost 
Plan participants' contributions 
Actuarial (gain) loss 
Benefits paid 
Transfers 
Accrued retiree drug subsidy 

As of and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Employer contributions 
Plan participants' contributions 

2010 

$13 . 
2 

(15) 
11 
3 

2009 

$ 10 
3 

(14) 
14 

— 
Plan assets at measurement date $14 13 

Amounts Recognized in the Consolidated Balance Sheets: Other 

Post-Retirement Benefit Plans 

The following table provides the amounts related to Duke Energy 

Indiana's other post-retirement benefit plans that are reflected in 

Other within Deferred Credits and Other Liabilities on the 

Consolidated Balance Sheets at December 31 , 2010 and 2009: 

(in millions) 

Accrued other post-retirement liability'̂ ' 

Asof DecemberSl, 

2010 2009 

$(138) $(141) 

(a) Includes an Insignificant amount recognized in Other within Current Uabilities on the 
Consolidated Balance Sheets as of DecemberSl, 2010and 2009, respectively. 

The following table provides the amounts related to Duke Energy 

Indiana's other post-retirement beneflt plans that are reflected in 

Other within Regulatory Assets and Deferred Debits and within Other 

within Deferred Credits and Other Liabilities on the Consolidated 

Balance Sheets at December 3 1 , 2010 and 2009: 

Asof DecemberSl, 

(In millions) 2010 2009 

Regulatory assets 
Regulatory liabilities 

$90 
58 

$102 
64 

Assumptions Used for Other Post-retirement Benefits Accounting 

Asof December 31, 

$154 
1 
8 
3 
1 

(15) 
(1) 
1 

$175 
1 

11 

(19) 
(14) 
(1) 
1 

(percentages) 

Benefit Obligations 
Discount rate 
Net Periodic Benefit Cost 
Discount rate 
Expected long-term rate of return on 

assets 
plan 

2010 

5.00 

5.50 

8.50 

2009 

5.50 

6.50 

8.50 

2008 

6.50 

6.00 

8.50 

Accumulated post-retirement benefit obligation 
at measurement date $152 $154 
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Assumed Health Care Cost Trend Rates 22. INCOME TAXES 

IVledicare Trend Prescription Drug 
Rate Trend Rate 

2010 2009 2010 2009 

Health care cost trend rate 
assumed for next year 

Rate to which the cost trend is 
assumed to decline (the ultimate 
trend rate) 

Year that the rate reaches the 
ultimate trend rate 

8.50% 8.50% 9.80% 11.00% 

5.00% 5.00% 5.00% 5.00% 

2020 2019 2025 2024 

Sensitivity to Changes in Assumed Health Care Cost Trend Rates 

(In millions) 

Effect on total service and Interest costs 
Effect on post-retirement benefit 

obligation 

l-Percentage-
Point Increase 

$ 1 

21 

1-Percentage-
Point Decrease 

$ (1) 

(18) 

Expected Benefit Payments 

The following table presents Duke Energy's expected beneflt 

payments to participants on behalf of Duke Energy Indiana in its 

qualified, non-qualified and other post-retirement benefit plans over 

the next 10 years, which are primarily paid out ofthe assets ofthe 

various trusts. These benefit payments refiect expected future sen/ice, 

as appropriate. 

(In millions) 
Qualified Non-Qualified 

Plans Plans 

Other Post-
Retirement 

Plansw Total 

Years Ended December 31, 
2011 
2012 
2013 
2014 
2015 
2016--2020 

$ 40 
40 
38 
39 
41 

220 

$ -
— 
— 
— 
— 
2 

$13 
14 
14 
15 
15 
73 

$ 53 
54 
52 
54 
56 

295 

(a) Duke Energy expects to receive future subsidies under Medicare Part D on behalf of 
Duke Energy Indiana of $1 million in each ofthe years 2010-2014, $2 million in 
2015, and a total of $8 million during the years 2016-2020. 

Employee Savings Plans 

Duke Energy sponsors, and Duke Energy Indiana participates 

in, an employee savings plan that covers substantially all U.S. 

employees. Duke Energy contributes a matching contribution equal to 

100% of before-tax employee contributions, of up to 6% of eligible 

pay per period. Duke Energy Indiana expensed pre-tax plan 

contributions, as allocated by Duke Energy, of $6 million in 2010, 

$5 million in 2009 and $5 million in 2008. 

Duke Energy and its subsidiaries file income tax returns in the 

U.S. with federal and various state governmental authorities, and in 

certain foreign jurisdictions. The taxable income of Duke Energy and 

its subsidiaries is reflected in Duke Energy's U.S. federal and state 

income tax returns. These subsidiaries have a tax sharing agreement 

with Duke Energy where the separate return method is used to 

allocate tax expenses and benefits to the subsidiaries whose 

investments or results of operations provide these tax expenses and 

benefits. The accounting for income taxes essentially represents the 

income taxes that each of these subsidiaries would incur if it were a 

separate company filing its own tax return as a C-Corporation. 

The following details the components of income tax expense: 

INCOME TAX EXPENSE 

(in millions) 

Current income taxes 
Federal 
State 
Foreign 

Duke 
Energy 

$ (5) 
39 

125 

For the Year Ended 
December 31, 2010 

Duke 
Energy 

Carolinas 

$ 3 
(2) 
— 

Duke 
Energy 

Ohio 

$107 
8 

— 

Duke 
Energy 
Indiana 

$ (3) 
16 
— 

Total current income 
taxes 159 115 13 

Deferred income taxes 
Federal 
State 
Foreign 

639 
83 
20 

388 
75 
— 

6 
12 
— 

123 
22 
— 

Total deferred income 
taxes 

Investment tax credit 
amortization 

Total income tax expense 
from continuing 
operations 

Total income tax beneflt 
from discontinued 
operations 

742 

(11) 

890 

(1) 

463 

(7) 

457 

18 

(1) 

132 

145 

(2) 

156 

Total income tax expense 
included in Consolidated 
Statements of 
Operations'̂ ) $889 $457 $132 $156 

(a) Included In the "Total current income taxes" line above are uncertain tax benefits 
relating primarily to certain temporary differences of $392 million at Duke Energy, 
$300 million at Duke Energy Cai-olinas, $3 million at Duke Energy Ohio and $7 
million at Duke Energy Indiana. 
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For the Year Ended 

December 3 1 , 2009 

(In millions) 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

Current income taxes 
Federal 
State 
Foreign 

$(271) $(196) $ 77 $ 2 
3 (27) 7 5 

96 — — — 

Total current income 
taxes (172) (223) 

Deferred income taxes 
Federal 
State 
Foreign 

767 
148 
27 

518 

Total income tax expense 
included In Consolidated 
Statements of Operations'^' 

84 

97 
7 

89 
22 

Total deferred income 
taxes 

Investment tax credit 
amortization 

Total income tax expense from 
continuing operations 

Total Income tax benefit from 

discontinued operations 

942 

(12) 

758 

(2) 

607 

(7) 

377 

104 

(2) 

186 

111 

(2) 

116 

$756 $377 $186 $115 

(a) Included in the "Total current income taxes" line above are uncertain tax benefits 
relating primarily to certain temporary differences of $91 million at Duke Energy, 
uncertain tax expenses of $42 million, $22 million and $20 million at Duke Energy 
Carolinas, Duke Energy Ohio, and Duke Energy Indiana, respectively. 

For the Year Ended 

DecemberSl, 2008 

(in millions) 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

Current income taxes 
Federal 
State 
Foreign 

$ 60 $ (20) 
17 17 
68 — 

Total current income 
taxes 145 (3) 

Deferred income taxes 
Federal 
State 
Foreign 

Total income tax benefit from 
discontinued operations (3) 

Total Income tax expense 
from extraordinary Item 37 

Total income tax expense 
included in Consolidated 
Statements of Operations'^) $ 650 $ 372 

110 
9 

119 

$126 
39 

165 

388 
50 
46 

329 
54 
— 

52 
2 

— 

(11) 
(1) 
— 

Total deferred income 
taxes 

Investment tax credit 

amortization 

Total income tax expense 
from continuing operations 

484 

(13) 

616 

383 

(8) 

372 

54 

(2) 

171 

(12) 

(3) 

150 

37 — 

1208 $150 

(a) Included in the "Total current Income taxes" line above are uncertain tax benefits 
relating primarily to certain temporary differences of $45 million at Duke Energy, 
uncertain tax expenses of $2 million at Duke Energy Carolinas, uncertain tax benefits 
of $17 million at Duke Energy Ohio and uncertain tax benefits of $18 million at Duke 
Energy Indiana. 

Duke Energy Income from Continuing Operations before Income 

Taxes 

(in millions) 

Domestic 
Foreign 

Total income from continuing 
operations before income taxes 

For the Years Ended 
DecemberSl, 

2010 

$1,731 
479 

$2,210 

2009 

$1,433 
398 

$1,831 

2008 

$1,575 
316 

$1,891 
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Reconciliation of Income Tax Expense at the U.S. Federal 

Statutory Tax Rate to the Actual Tax Expense from Continuing 

Operations (Statutory Rate Reconciliation] 

For the Year Ended 
DecemberSl, 2010 

For the Year Ended 
DecemberSl, 2008 

(in millions) 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

(in millions) 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

Income tax expense, 
computed at the statutory 
rate of 35% 
State Income tax, net of 

federal income tax 
effect 

Tax differential on 
foreign earnings 

Goodw/ill Impairment 
charges 

$ 774 $ 454 $ (108) $ 155 

Income tax expense, computed 
at the statutory rate of 35% 
State income tax, net of 

federal income tax effect 
Tax differential on foreign 

earnings 

; 663 $ 372 $ 160 $ 143 

43 46 7 25 

82 

(22) 

175 

48 14 

237 

26 

AFUDC equity income 
Other items, net 

Total income tax expense 
from continuing 
operations 

Effective tax rate 

(52) 
(41) 

$616 

32.5% 

(33) 
(13) 

$372 

35.0% 

(3) 
7 

$171 

37.3% 

(16) 
(2) 

$150 

36.8% 

AFUDC equity income 
Other items, net 

Total Income tax 
expense from 
continuing operations 

Effective tax rate 

(82) 
(37) 

$890 

40.3% 

(61) 
16 

$457 

35.3% 

(2) 
(9) 

$ 132 

(43.0)% 

(20) 
(5) 

$156 

35.5% 

Valuation allowances have been established for certain foreign 

and state net operating loss carryforwards that reduce deferred tax 

assets to an amount that will be realized on a more-likely-than-not 

basis. The net change in the total valuation allowance is included in 

Tax differential on foreign earnings and State income tax, net of 

federal income tax effect in the above table. 

(in millions) 

Income tax expense, 
computed at the statutory 
rate of 35% 
State income tax, net of 

federal income tax 
effect 

Tax differential on 
foreign earnings 

Goodwill Impairment 
charges 

AFUDC equity income 
Other Items, net 

Total income tax 
expense from 
continuing 
operations 

Effective tax rate 

Duke 
Energy 

$641 

98 

(16) 

130 
(53) 
(42) 

$758 

41.4% 

For the Year Ended 
DecemberSl, 2009 

Duke 
Energy 

Carolinas 

$378 

40 

— 

— 
(44) 

3 

$377 

34.9% 

Duke 
Energy 

Ohio 

$ (84) 

9 

— 

254 
1 
6 

$ 186 

(77.5)% 

Duke 
Energy 

Indiana 

$111 

18 

— 

— 
(10) 

(3) 

$116 

36.7% 

Net Deferred Income Tax Liability Components 

(in millions) 

Deferred credits and other 
liabilities 

Tax Credit Carryforwards'̂ ' 
Other 

Total deferred income 
tax assets 

Valuation allowance 

Net deferred income 
tax assets 

Investments and other 
assets 

Accelerated depreciation 
rates 

Duke 
Energy 

$ 679 
392 
262 

1,333 
(145) 

1,188 

(781) 

(6,052) 

For the Year Ended 
DecemberSl, 2010 

Duke 
Energy 

Carolinas 

$ 204 
52 
15 

271 
— 

271 

(675) 

(2,990) 

Duke 
Energy 

Ohio 

$ 61 
— 
19 

80 
— 

80 

(11) 

(1,529) 

Duke 
Energy 
Indiana 

$ 70 
100 

5 

175 
— 

175 

(41) 

(973) 

Regulatory assets and 
deferred debits 

Total deferred income tax 
liabilities 

Net deferred income tax 
liabilities 

(996) 

(7,829) 

$(6,641) 

(513) 

(4,178) 

$(3,907) 

(171) 

(1,711) 

$(1,631) 

(93) 

(1,107) 

$ (932) 
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(a) Of the tax credit carryforwards, $247 million relate to investment tax credits expiring in 
2029 and subsequent periods and $145 million relates to alternative minimum tax 
credits ttiat have no expiration. 

For the Year Ended 

DecemberSl, 2009 

For the Year Ended 
DecemberSl, 2009 

(in millions) 

Duke 
Duke Energy 

Energy Carolinas 

Duke Duke 
Energy Energy 

Ohio Indiana 

(in millions) 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

Deferred credits and other 

liabilities 
Tax Credit Carryforwards 

591 $ 321 
290 48 

$ 35 87 
89 

Other 

Total deferred income 
tax assets 

Valuation allowance 

Net deferred income tax 
assets 

260 

1,141 

(163) 

978 

20 

389 

389 

13 

48 

48 

3 

179 

179 

Current deferred tax 
assets, Included In 
other current assets 

Non-current deferred tax 
assets, included in 
other investments and 
other assets 

Current deferred tax 
liabilities, included in 
other current liabilities 

Non-current deferred tax 
liabilities 

i 3 $ 62 $ — $ — 

95 — — — 

(27) — (43) (32) 

(5,615) (3,087) (1,577) (679) 

Investments and other 
assets 

Accelerated depreciation 
rates 

Regulatory assets and 

deferred debits 
Other 

(594) (539) (72) (30) 

(4,744) (2,323) (1,436) (694) 

(1,184) (552) (160) (166) 

Total net deferred 
income tax 
liabilities $(5,544) $(3,025) $(1,620) $(711) 

Total deferred Income tax 

liabilities 

Net deferred income tax 
liabilities 

(6,522) 

$(5,544) 

(3,414) 

$(3,025) 

(1,668) 

$(1,620) 

(890) 

$(711) 

The above amounts have been classified in the Consolidated 

Balance Sheets as follov«: 

Deferred income taxes and foreign withholding taxes have not 

been provided on undistributed earnings of Duke Energy's foreign 

subsidiaries when such amounts are deemed to be indefinitely 

reinvested. The cumulative undistributed earnings as of 

December 3 1 , 2010 on which Duke Energy has not provided 

deferred income taxes and foreign withholding taxes is $1.2 billion. 

The amount of unrecognized deferred tax liability related to these 

undistributed earnings is estimated at between $ 1 7 5 million and 

$ 2 5 0 million. 

Changes to Unrecognized Tax Benefits 

Deferred Tax Assets (Liabilities) 

Current deferred tax 
assets, included in 
other current assets 

Non-current deferred tax 
assets, included In 
other investments and 
other assets 

Non-current deferred tax 
liabilities 

Total net deferred 
income tax 
liabilities 

Duke 
Energy 

$ 236 

101 

(6,978) 

$(6,641) 

For the Year Ended 
December 3 1 , 2010 

Duke 
Energy 

$ 81 

— 

(3,988) 

$(3,907) 

Duke 
Energy 

$ 9 

— 

(1,640) 

$(1,631) 

Duke 
Energy 

$ 4 1 

(973) 

$(932) 

(in millions) 

Unrecognized Tax Benefits — 

January 1, 

Unrecognized Tax Benefits 
Changes 
Gross increases — tax 

positions in prior 
periods 

Gross decreases — tax 
positions In prior 

periods 
Gross increases — 

current period tax 
positions 

Settlements 

Total Changes 

Unrecognized Tax Benefits — 
DecemberSl, 

Duke 
Energy 

$664 

36 

(43) 

5 
(320) 

(322) 

$342 

For the Year Ended 
December 31, 2010 

Duke 
Energy 

Carolinas 

Duke 
Energy 
Ohio 

IncreaseADecrease) 

$517 

14 

(7) 

3 
(310) 

(300) 

$217 

$32 

15 

(21) 

1 
2 

(3) 

$29 

Duke 
Energy 
Indiana 

$28 

7 

(13) 

1 
(2) 

(7) 

$ 2 1 
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For the Year Ended 
DecemberSl, 2009 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

(in millions) 

Unrecognized Tax Benefits — 
January 1, 

Unrecognized Tax Benefits 
Changes 
Gross increases —tax 

positions In prior 
periods 

Gross decreases — tax 
positions in prior 
periods 

Gross increases — 
current period tax 
positions 

Settlements 

Total Changes 

Unrecognized Tax Benefits — 
DecemberSl, 

$572 

132 

(38) 

11 
(13) 

92 

$664 

IncreaseADecrease) 

$462 

58 

(11) 

8 
— 
55 

$517 

$15 

SO 

(9) 

1 
(5) 

17 

$32 

$ 9 

22 

(1) 

2 
(4) 

19 

$28 

For the Year Ended 
DecemberSl 2008 

(In millions) 

Duke Duke Duke 
Duke Energy Energy Energy 
Energy Carolinas Ohio Indiana 

lncrease/(Decrease) 

Unrecognized Tax Beneflts -
January 1, $348 $189 $ 47 

Unrecognized Tax Benefits 
Changes 
Gross increases — tax 

positions in prior 
periods 

Gross decreases — tax 
positions in prior 
periods 

Gross increases — 
current period tax 
positions 

Settlements 
Lapse of statute of 

294 

(65) 

5 
(7) 

281 

(11) (22) 

3 — 

30 

(21) 

(10) — 

limitations 

Total Changes 

Unrecognized Tax Benefits — 
DecemberSl, 

(3) 

224 

$572 

— 
273 

$452 

— 
(32) 

$15 

— 
(21) 

$ 9 

Duke Energy At December 3 1 , 2010, Duke Energy had $113 

million of unrecognized tax benefits that, if recognized, would affect 

the effective tax rate or be classified as a regulatory liability. At this 

tiiTie, Duke Energ/ Is unable to estimate the specific effect to either. 

At DecemberSl, 2010, Duke Energy had $11 million that, if 

recognized, would be recorded as a component of discontinued 

operations. Duke Energy does not anticipate a significant increase or 

decrease in unrecognized tax benefits in the next twelve months. 

During the years ended December 31 , 2010, 2009 and 2008, 

Duke Energy recognized $26 million of net interest income, $7 

million of net interest expense and $2 million of net interest income, 

respectively, related to income taxes. At December 31 , 2010 and 

2009, Duke Energy's Ctonsolidated Balance Sheets included $33 

million and $21 million, respectively, of interest receivable, which 

reflects all interest related to income taxes, and $3 million and $3 

million, respectively, related to accruals for the payment of penalties. 

Duke Energy Carolinas. At December 3 1 , 2010, Duke Energy 

Carolinas had $105 million of unrecognized tax benefit that, if 

recognized, may affect the effective tax rate or a regulatory liability. At 

this time, Duke Energy Carolinas is unable to estimate the specific 

effect to either. Duke Energy Carolinas does not anticipate a 

significant increase or decrease in unrecognized tax benefits in the 

next twelve months. 

During the years ended December 31 , 2010, 2009 and 2008, 

Duke Energy Carolinas recognized $18 million of net interest income, 

no net interest income or expense and $2 million of net interest 

expense, respectively, related to income taxes. At December 3 1 , 

2010 and 2009, Duke Energy Carolinas' Consolidated Balance 

Sheets included $34 million and $32 million, respectively, of interest 

receivable related to income taxes. No amount has been accrued for 

the payment of penalties in the Consolidated Balance Sheets at either 

DecemberSl, 2010or 2009. 

Duke Energy Ohio. At DecemberSl, 2010, Duke Energy Ohio 

had $1 million of unrecognized tax benefits that, if recognized, would 

affect the effective tax rate. Duke Energy Ohio does not anticipate a 

significant increase or decrease in unrecognized tax benefits in the 

next twelve months. 

During the years ended December 31 , 2010, 2009 and 2008, 

Duke Energy Ohio recognized $4 million of net interest income, $8 

million of net interest expense and $7 million of net interest income, 

respectively, related to income taxes. At December 31 , 2010 and 

2009, Duke Energy Ohio had $1 million of interest payable and $5 

million of interest payable, respectively, which reflects all Interest 

related to income taxes. No amount has been accrued for the 

payment of penalties in the Consolidated Balance Sheets at either 

DecemberSl, 2010or 2009. 

Duke Energy Indiana. At DecemberSl, 2010, no portion ofthe 

total unrecognized tax benefits, if recognized, would affect the 

effective tax rate. Duke Energy Indiana does not anticipate a 

significant increase or decrease in unrecognized tax benefits in the 

next twelve months. 

During the years ended December 3 1 , 2010, 2009 and 2008, 

Duke Energy Indiana recognized $5 million of net interest income, 

$5 million of net interest expense and $4 million of net interest 

income, respectively, related to income taxes. AtDecemberSl, 2010 

and 2009, Duke Energy Indiana had interest payable of $2 million 
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and $6 million, respectively, which reflects all interest related to 
income taxes. No amount has been accrued for the payment of 
penalties in the Consolidated Balance Sheets at either December 31, 
2010 or 2009. 

Duke Energy and its subsidiaries are no longer subject to U.S. 
federal examination for years before 2004. The years 2004 and 
2005 are in Appeals. The Internal Revenue Service (IRS) is currently 
auditing the federal income tax returns for years 2006 and 2007. 
With few exceptions, Duke Energy and its subsidiaries are no longer 
subject to state, local or non-U.S. income tax examinations by tax 
authorities for years before 2000. 

As of December 31, 2010 and 2009, $208 million and $359 
million, respectively, of federal income tax receivables were included 
in Other within Current Assets on the Consolidated Balance Sheets. 
At December 31, 2009, the balance exceeded 5% of Total Current 
Assets. 

23. SUBSEQUENT EVENTS 

For Information on subsequent events related to acquisitions, 
regulatory matters and commitments and contingencies, see Notes 3, 
4 and 5, respectively. 

24. QUARTERLY FINANCIAL DATA (UNAUDITED) 

Duke Energy 

(In millions, except per 
share data) 

First Second Third Fouri:h 
Quarter Quart:er Quarter Quarter Total 

2010 
Operating revenues 
Operating income (loss) 
Net incomie (loss) 

ati:ributable to Duke 
Energy Corporation 

Earnings (loss) per share; 
Basic'''' 
Diluted^ 

2009 
Operating revenues 
Operating income 
Net income attributable to 

Duke Energy 
Corporation 

Earnings per share; 
Basic(3! 
Dilutediai 

$3,594 $3,287 $3,946 $3,445 $14,272 
761 (14) 1,033 681 2,461 

445 (222) 670 427 1,320 

$ 0.34 $(0.17)$ 0.51 $ 0.32 $ 1.00 
$ 0.34 $(0.17)$ 0,51 $ 0.32 $ 1.00 

$3,312 $2,913 $3,396 $3,110 $12,731 
681 528 445 595 2,249 

344 276 109 346 1,075 

$ 0.27 $ 0.21 $ 0.08 $ 0.26 $ 0.83 
$ 0.27 $ 0.21 $ 0.08 $ 0.26 $ 0.83 

(a) Quarterly EPS amounts are meant to be stand-alone calculations and are not always 
additive to full-year amount due to rounding. 

All amounts discussed below are pre-tax unless otherwise 
noted. 

During the first quarter of 2010, Duke Energy recorded the 
following unusual or infrequently occurring item; a $68 million 
charge related to a voluntary severance program (See Note 19). 

During the second quarter of 2010, Duke Energy recorded tiie 
following unusual or infrequentiy occurring items: a $500 million 
non-cash goodwill impairment charge related to the non-regulated 
IVlidwest generation reporting unit to write-down the value of the 
goodwill to the estimated fair value (see Note 12); a $160 million 
impairment charge related to certain generating assets and emission 
allowances in the IVlidwest to write-down the value of these assets to 
their estimated fair value (see Note 12); and a $76 million charge 
related to a voluntary severance program (See Note 19). 

During the third quarter of 2010, Duke Energy recorded the 
following unusual or infrequently occurring items; a $44 million 
charge to operating expenses to refiect the impact of a settlement 
agreement provision which reduces the return on equity for a portion 
of the Edwardsport IGCC plant construction costs (See Note 4); and a 
$20 million charge related to a voluntary severance program (See 
Note 19). 

During the fourth quarter of 2010, Duke Energy recorded the 
following unusual or infrequently occurring Items; a $109 million 
gain on the sale of its 30% equity investment in Q-Comm 
Corporation (See Note 13); a $139 million gain on the sale of a 50% 
interest in DukeNet (See Note 3); and an $8 million charge related to 
a voluntary severance program (See Note 19). 

During the first quarter of 2009, Duke Energy recorded the 
following unusual or infrequently occurring item: a $33 million 
charge associated with performance guarantees issued on behalf of 
Crescent (see Note 7). 

During the second quarter of 2009, Duke Energy recorded the 
following unusual or infrequentiy occurring item; a $33 million 
charge associated with an adverse ruling on prior year's transmission 
fees In Brazil (see Note 5). 

During the third quarter of 2009, Duke Energy recorded the 
following unusual or infrequently occurring items; a $371 million 
non-cash goodwill impairment charge related to the non-regulated 
Midwest generation reporting unit to write-down the value of the 
goodwill to the estimated fair value (see Note 12); and a $42 million 
impairment charge related to certain generating assets in the IVlidwest 
to write-down the value of these assets to their estimated fair value 
(see Note 12). 

During the fourth quarter of 2009, Duke Energy recorded the 
following unusual or infrequently occurring Item: an $18 million 
impairment charge to write-down the carrying value of International 
Energy's investment in Attiki (see Note 13). 
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Duke Eneiiy Carolinas 

(In millions) 

2010 
Operating revenues 
Operating Income 
Net income 

2009 
Operating revenues 
Operating income 
Net income 

Quarter 

$1,545 
347 
192 

$1,353 
306 
162 

Quarter 

$1,513 
313 
202 

$1,290 
291 
151 

Quarter 

$1,877 
521 
315 

$1,544 
450 
265 

Quarter 

$1,489 
264 
129 

$1,308 
240 
124 

Total 

$6,424 
1,445 

838 

$5,495 
1,287 

702 

All amounts discussed tjelow are pre-tax unless otherwise 

noted. 

During the first quarter of 2010, Duke Energy Carolinas 

recorded the following unusual or infrequently occurring item: a $42 

million charge related to a voluntary severance program (See 

Note 19). 

During the second quarter of 2010, Duke Energy Carolinas 

recorded the following unusual or infrequently occurring item: a $43 

million charge related to a voluntary severance program (See 

Note 19). 

During the third quarter of 2010, Duke Energy Carolinas 

recorded the following unusual or infrequently occurring item; a $13 

million charge related to a voluntary severance program (See Note 

19). 

During the fourth quarter of 2010, Duke Energy Carolinas 

recorded the following unusual or infrequentiy occurring item: a $1 

million charge related to a voluntary severance program (See Note 

19). 

There were no unusual or infrequently occurring items during 

the first, second, third, or fourth quarters of 2009. 

During the second quarter of 2010, Duke Energy Ohio recorded 

the following unusual or infrequentiy occurring items; a $451 million 

non-cash goodwill impairment charge related to the non-regulated 

Midwest generation reporting unit to write-down the value of the 

goodwill to the estimated fair value (see Note 12); a $160 million 

impairment charge related to certain generating assets and emission 

allowances in the Midwest to write-down tiie value of these assets to 

their estimated fair value (see Note 12); a $216 million non-cash 

goodwill impairment charge related to the Ohio T&D reporting unit to 

write-down the value of the goodwill to the estimated fair value (See 

Note 12); and a $10 million charge related to a voluntary severance 

program (See Note 19). 

During the third quarter of 2010, Duke Energy Ohio recorded 

the following unusual or infrequently occurring item: a $2 million 

charge related to a voluntary severance program (See Note 19). 

During the fourth quarter of 2010, Duke Energy Ohio recorded 

the following unusual or infrequently occurring item: a $17M charge 

related to an unfavorable PUCO ruling for Ohio storm costs previously 

deferred; a $1 million charge related to a voluntary severance 

program (See Note 19). 

There were no unusual or infrequently occurring items during 

the first, second, or fourth quarters of 2009. 

During the third quarter of 2009, Duke Energi' Ohio recorded 

the following unusual or infrequentiy occurring items: a $727 million 

non-cash goodwill impairment charge related to the non-regulated 

Midwest generation reporting unit to write-down the value of the 

goodwill to the estimated fair value (see Note 12); and a $42 million 

impairment charge related to certain generating assets in the Midwest 

to write-down the value of these assets to their estimated fair value 

(see Note 12). 

Dulte Energy Indiana 

Duke Energy Ohio 

(In millions) 

2010 
Operating revenues 
Operating Income (loss) 
Net income (loss) 

2009 
Operating revenues 
Operating income (loss) 
Net income (loss) 

First 
Quarter 

$ 977 
222 
130 

$1,006 
167 
85 

Second 
Quarter 

$649 
(781) 
(759) 

$ 736 
99 
45 

Third 
Quarter 

$923 
279 
176 

$872 
(536) 
(628) 

Fourth 
Quarter 

$780 
55 
12 

$774 
136 
72 

Total 

$3,329 
(225) 
(441) 

$3,388 
(134) 
(426) 

(In millions) 

2010 
Operating revenues 
Operating income 
Net income 

2009 
Operating revenues 
Operating income 
Net income 

Quarter 

$610 
121 
70 

$613 
102 
48 

All amounts discussed below 
J. 1 

Quarter 

$579 
109 
57 

$550 
96 
40 

are pre-

Quarter 

$694 
149 
92 

$622 
113 
55 

Quarter 

$637 
127 
66 

$568 
112 
58 

Total 

$2,520 
506 
285 

$2,353 
423 
201 

tax unless otherwise 

All amounts discussed below are pre-tax unless otherwise 

noted. 

During the first quarter of 2010, Duke Energ/ Ohio recorded the 

following unusual or infrequently occurring item: an $11 million 

charge related to a voluntary severance program (See Note 19). 

noted. 

During the first quarter of 2010, Duke Energy Indiana recorded 

the following unusual or infrequently occurring item: a $10 million 

charge related to a voluntary severance prc^ram (See Note 19). 
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During the second quarter of 2010, Duke Energy Indiana During the fourth quarter of 2010, Duke Energy Indiana 

recorded the following unusual or infrequentiy occurring item: a $16 recorded the following unusual or infrequentiy occurring item: a $4 

million charge related to a voluntary severance program (See Note million charge related to a voluntary severance program (See Note 

19). 19). 

During the third quarter of 2010, Duke Energy Indiana recorded There were no unusual or infrequentiy occurring items 

the following unusual or infrequently occurring item: a $44 million during the first, second, third, or fourth quarters of 2009. 

disallowance impairment charge related to the Edwardsport IGCC 

plant construction costs (See Note 4); and a $3 million charge 

related to a voluntary severance program (See Note 19). 
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Condensed Statements of Operations 

Years Ended DecemberSl, 

(In millions, except per-share amounts) 2010 2009 2008 

Operating Revenues 

Operating Expenses 52 (4) 

Operating (Loss) Income 
Equity in Earnings of Subsidiaries 
Other Income and Expenses, net 
Interest Expense 

Earnings per share (from continuing operations) 
Basic 
Diluted 

Eamings (loss) per share (from discontinued operations) 

Basic 
Diluted 

Earnings per share (before extraordinary items) 

Basic 
Diluted 

Earnings per share (from extraordinary Items) 

Basic 
Diluted 

Earnings per share 
Basic 
Diluted 

Dividends per share 
Weighted-average shares outstanding 

Basic 
Diluted 

(52) 
1,384 

6 
139 

(1) 
1,095 

9 
99 

4 
1,275 

(8) 
42 

Income Before Income Taxes 

Income Tax Benefit 

Income From Continuing Operations 

Income (Loss) From Discontinued Operations, net of tax 

Income Before Extraordinary Items 
Extraordinary Items, net of tax 

Net Income 

1,199 
(118) 

1,317 
3 

1,320 

$1,320 

1,004 
(59) 

(1,063) 
12 

1,075 

$ 1,075 

1,229 
(50) 

1,279 
16 

1,295 
67 

$1,362 

Common Stock Data 

$ 1.00 
$ 1.00 

$ - -
$ -

$ 1.00 
$ 1.00 

$ • -

$ -

$ 1.00 
$ 1.00 
$ 0.97 

1,318 
1,319 

0.82 
0.82 

0.83 
0.83 

1,293 
1,294 

$ 1.01 
$ 1.01 

0.01 $ 0.02 
0.01 $ 0.01 

$ 1.03 
$ 1.02 

— $ 0.05 
— $ 0.05 

0.83 $ 1.08 
0.83 $ 1.07 
0.94 $ 0.90 

1,265 
1,267 
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Balance Sheets 

(In millions, except per-share amounts) 

DecemberSl, 

2010 2009 

ASSETS 
Current Assets 

Cash and cash equivalents 
Receivables 
Other 

488 
913 

34 

365 
1,240 

55 

Total current assets 1,435 1,660 

Investments and Other Assets 
Notes receivable 
Investment in consolidated subsidiaries 
Other 

450 450 
24,410 23,361 

525 1,099 

Total investments and other assets 25,385 24,910 

Total Assets $26,820 $26,570 

LIABILITIES AND EQUITY 
Current Liabilities 

Accounts payable 
Taxes accrued 
Other 

Commitments and Contingencies 
Common Stockholders' Equity 
Common Stock, $0,001 parvalue, 2 billion shares authorized; 1,329 million and 1,309 million shares outstanding at 

December 3 1 , 2010 and December 3 1 , 2009, respectively 
Additional paid-in capital 
Retained earnings 
Accumulated other comprehensive loss 

138 i 
39 
58 

; 102 
— 
71 

Total current liabilities 

Long-term Debt 

Other Long-Term Liabilities 
Deferred income taxes 
Other 

Total other long-term liabilities 

235 

3,222 

841 

841 

173 

2,971 

175 
1,501 

1,676 

1 1 
21,023 20,661 
1,496 1,460 

2 (372) 

Total common stockholders' equity 22,522 21,750 

Total Liabilities and Common Stockholders' Equity $26,820 $26,570 
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Condensed Statements of Cash Flows 

(In millions) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities 

Net cash provided by operating activities 

Years Ended December 31, 

2010 2009 2008 

$1,320 $1,075 $1,362 
(1,142) (1,002) (748) 

178 73 614 

CASH FLOWS FROIVI INVESTING ACTIVITIES 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Distributions from wholly-owned subsidiaries 
Investment in wholly-owned subsidiary 
Notes receivable from affiliates, net 
Other 

— 
36 

350 
— 

263 
6 

— 
17 
— 

(250) 
(272) 

9 

(1,117) 
1,367 

— 
— 

(765) 
(19) 

Net cash provided by (used in) investing activities 655 (496) (534) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the: 

Issuance of long-term debt 
Issuance of common stock related to employee benefit plans 

Payments for the redemption of long-term debt 
Notes payable and commercial paper 
Dividends paid 
Other 

522 
302 
(274) 

(2) 
(1,284) 

26 

1,740 
519 

— 
(269) 

(1,222) 
15 

771 
133 
— 

112 
(1,143) 

27 

Net cash (used in) provided by financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

(710) 

123 
365 

$ 488 

783 

350 
5 

$ 365 

(100) 

(20) 
25 

$ 5 
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PART 

DUKE ENERGY CORPORATION 

Schedule I — Condensed Parent Company Financial Statements - (Continued) 

1. BASIS OF PRESENTATION 

Duke Energy Corporation (Duke Energy) is a holding company 

that conducts substantially all of its business operations through its 

subsidiaries. As specified in the merger conditions issued by various 

state commissions in connection with Duke Energy's merger with 

Cinergy Corp. (Cinergy) in April 2006, there are restrictions on Duke 

Energy's ability to obtain funds from certain of its subsidiaries through 

dividends, loans or advances. For further information, see Note 4 to 

the Consolidated Financial Statements, "Regulatory Matters." 

Accordingly, these condensed financial statements have been 

prepared on a parent-only basis. Under this parent-only presentation, 

Duke Energy's investments in its consolidated subsidiaries are 

presented underthe equity method of accounting. In accordance with 

Rule 12-04 of Regulation S-X, these parent-only financial statements 

do not include all ofthe information and footnotes required by 

Generally Accepted Accounting Principles (GAAP) in the United 

States (U.S.) for annual financial statements. Because these parent-

only financial statements and notes do not include all of the 

information and footnotes required by GAAP in the U.S. for annual 

financial statements, these parent-only financial statements and other 

information included should be read in conjunction with Duke 

Energy's audited Consolidated Financial Statements contained within 

Part II, Item 8 of this Form 10-K for the year ended DecemberSl, 

2010. 

Duke Energy and Its subsidiaries file a consolidated federal 

income tax return and other state and foreign jurisdictional retums as 

required. The taxable income of Duke Energy's wholly-owned 

operating subsidiaries is reflected in Duke Energy's U.S. federal and 

state income tax returns. Duke Energy has a tax sharing agreement 

with its wholly-owned operating subsidiaries, where the separate 

return method Is used to allocate tax expenses and benefits to the 

wholly-owned operating subsidiaries whose investments or results of 

operations provide these tax expenses and benefits. The accounting 

for income taxes essentially represents the income taxes that Duke 

Energy's wholly-owned operating subsidiaries would incur if each 

were a separate company filing Its own tax return as a C-Corporatlon. 

2. DEBT 

Summary of Debt and Related Terms 

(In millions) 

Unsecured debt 
Commercial paperî ' 

Total long-term debt 

Weighted- DecemberSl, 
Average 

Rate Year Due 2010 2009 

5.0% 2013-2019 $2,772 $2,521 
0.4% 450 450 

$3,222 $2,971 

(a) Includes $450 million at December 3 1 , 2010 and 2009 that was classified as Long-
term Debt on the Consolidated Balance Sheets due to the existence of long-term credit 
facilities which back-stop these commercial paper balances , along with Duke Energy's 
ability and intent to refinance these balances on a long-term basis. The weighted-
average days to maturity was 14 days as of December 31 , 2010 and 2009, 
respectively. 

At December 31 , 2010, Duke Energy has guaranteed 

approximately $2.0 billion of debt issued by Duke Energy Carolinas, 

LLC, one of Duke Energy's wholly-owned operating subsidiaries. 

In March 2010, Duke Energy Issued $450 million principal 

amount of 3.35% senior notes due April 1, 2015. Proceeds from the 

issuance were used to repay $274 million of borrowings under the 

master credit facility and for general corporate purposes. 

In August 2009, Duke Energy issued $1 billion principal 

amount of senior notes, of which $500 million carry a fixed interest 

rate of 3.95% and mature September 15, 2014 and $500 million 

carry a fixed interest rate of 5.05% and mature September 15, 

2019. Proceeds from the issuance were used to redeem commercial 

paper, to fund capital expenditures in Duke Energy's unregulated 

businesses in the U.S. and for general corporate purposes. 

In January 2009, Duke Energy issued $750 million principal 

amount of 6.30% senior notes due February 1, 2014. Proceeds 

from the issuance were used to redeem commercial paper and for 

general corporate purposes. 

Annual IVIaturities as of December 3 1 , 2010 

(in millions) 

2011 
2012 
2013 
2014 
2015 
Thereaflier 

$ 450 

249 
1,325 

450 
748 

Total long-term debt, including current maturities $3,222 
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DUKE ENERGY CORPORATION 

Schedule I — Condensed Parent Company Financial Statements - (Continued) 

3. COMMITMENTS AND CONTINGENCIES 

Duke Energy and Its subsidiaries are a party to litigation, 

environmental and other matters. For further information, see Note 5 

to the Consolidated Financial Statements, "Commitments and 

Contingencies." 

Duke Energy has various financial and performance guarantees 

and indemnifications which are issued in the normal course of 

business. These contracts include performance guarantees, stand-by 

letters of credit, debt guarantees, surety bonds and indemnifications. 

Duke Energy enters into these arrangements to facilitate commercial 

transactions with third parties by enhancing the value of the 

transaction to the third party. The maximum potential amount of 

future payments Duke Energy could have been required to make 

under these guarantees as of December 31 , 2010 was 

approximately $4.4 billion. Of this amount, substantially all relates to 

guarantees of wholly-owned consolidated entities, including debt 

issued by Duke Energy Carolinas discussed above, and less than 

wholly-owned consolidated entities. The majority of these guarantees 

expire at various times between 2011 and 2035, with the remaining 

performance guarantees having no contractual expiration. See Note 7 

to the Consolidated Financial Statements, "Guarantees and 

Indemnifications," for further discussion of guarantees issued on 

behalf of unconsolidated afl'iliates and third parties. 

4 . RELATED PARTY TRANSACTIONS 

Balances due to or due from related parties included in the 

Balance Sheets as of December 3 1 , 2010 and 2009 are as follows; 

DecemberSl, 

jn millions) 2010 2009 

Assets (Uabilities) 
Current assets due from afl'iliated companiesia)")! 
Current liabilities due to affiliated companies'<=' 
Non-current liabilities due to affiliated companies'* 

$ 39 $ 78 
$(135) $(101) 
$(766) $(766) 

(a) Balance excludes assets or liabilities associated with money pool arrangements, which 
are discussed below. 

(b) The balances at December 31 , 2010 and 2009 are classified as Receivables on the 
Balance Sheets. 

(c) The balances at December 31 , 2010 and 2009 are classified as Accounts Payable on 
the Balance Sheets. 

(d) The balances at DecemberSl, 2010 and 2009 are classified as Other within Other 
Long-Term Liabilities on the Balance Sheets. 

Duke Energy provides support to certain subsidiaries for their 

short-term borrowing needs through participation in a money pool 

arrangement. Under this arrangement, certain subsidiaries with short-

term funds may provide short-term loans to affiliates participating 

under this arrangement. Additionally, Duke Energy provides loans to 

subsidiaries through the money pool, but is not permitted to borrow 

funds through the money pool arrangement. Duke Energy had 

receivables of approximately $872 million and $1,135 million as of 

December 3 1 , 2010 and 2009, respectively, classified within 

Receivables in the accompanying Balance Sheets. Additionally, Duke 

Energy had money pool-related receivables of $450 million classified 

as Notes Receivable within Investments and Other Assets on the 

Balance Sheets as of both December 31 , 2010 and 2009. The 

$253 million decrease in money pool receivables during 2010 and 

the $272 million increase during 2009 are reflected as Notes 

Receivable from Affiliates, net within Net Cash (Used in) Provided by 

Investing Activities on the Condensed Statements of Cash Flows. In 

conjunction with the money pool arrangement, Duke Energy recorded 

interest income of approximately $7 million, $12 million and $23 

million in 2010, 2009 and 2008, respectively, which is included in 

Other Income and Expenses, net on the Condensed Statements of 

Operations. 

Duke Energy also provides funding to and sweeps cash from 

subsidiaries that do not participate in the money pool. For these 

subsidiaries, the cash is used in or generated from their operations, 

capital expenditures, debt payments and other activities. Amounts 

funded or received are carried as open accounts as either Investments 

and Advances to Consolidated Subsidiaries or as Other Non-Current 

Liabilities and do not bear interest. These amounts are included 

within Net Cash (Used in) Provided by Operating Activities on the 

Condensed Statements of Cash Flows. 

During the year ended DecemberSl, 2010, Duke Energy 

forgave a $29 million advance to Cinergy Corp. During the year 

ended DecemberSl, 2009, Duke Energy contributed approximately 

$250 million of capital to its wholly-owned subsidiaiy, Cinergy Corp. 

Additionally, Duke Energy received dividends from Duke Energy 

Carolinas of $350 million in 2010 and from Cinergy Corp. of $200 

million in 2008, which are refiected within Net Cash (Used in) 

Provided by Operating Activities on the Condensed Statements of 

Cash Flows. 
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DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGYOHIO, INC. DUKE ENERGY INDIANA, INC. 

Schedule II — Valuation and Qualifying Accounts and Reserves - (Continued) 

Duke Energy 

Additions: 

(In millions) 

Balance at 
Beginning 
of Period 

$ 984 
42 

6 
396 

Charged to 
Expense 

$ 1 
26 

7 
120 

Charged to 
Other 

Accounts 

$ -
— 
22 
44 

Deductions*^' 

$127 
34 

1 
180 

Balance at 
End of 
Period 

$ 858 
34 
34 

380 

DecemberSl, 2010: 
Injuries and damages*' 
Allowance for doubtful accounts 
Allowance for doubtful accounts — restricted receivables of VI Es^' 
Other!* 

$1,428 $154 $66 342 $1,306 

December 3 1 , 2009: 
Injuries and damages*' 
Allowance for doubtful accounts 
Other!* 

1,035 
42 

555 

$ — 
23 
52 

$ -
9 

24 

$ 51 
26 

235 

$ 984 
48 

396 

$1,632 $ 75 $33 $312 51,428 

DecemberSl, 2008: 
Injuries and damages*' 
Allowance for doubtful accounts 
Otherw 

51,086 
67 

623 
34 

137 36 

I 51 
59 

241 

$1,035 
42 

555 

$1,776 5171 $36 $351 $1,632 

(a) Principally cash payments and reserve reversals. 
(b) Principally asbestos reserves at Duke Energy Carolinas. 
(c) Principally allowance for Cinergy Receivables which was Consolidated on Januaty 1, 2010. 
(d) Principally nuclear property insurance reserves at Duke Energy Carolinas, Insurance resen/es at Bison and other reser,/es, included in Other within Current Uabilities or Other within 

Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

The valuation and reserve amounts above do not include unrecognized tax benefits amounts or deferred tax asset valuation allowance 

amounts. 
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DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGYOHIO, INC. DUKE ENERGY INDIANA, INC. 

Schedule II — Valuation and Qualifying Accounts and Reserves - (Continued) 

Duke Energy Carolinas 

Additions: 

(In millions) 

Balance at Charged to 
Beginning Charged to Other 
of Period Expense Accounts Deductions'^' 

Balance at 
End of 
Period 

DecemberSl, 2010: 
Injuries and damages** 
Allowance for doubtful accounts 
Allowance for doubtful accounts -
Other te> 

- restricted receivables of VIEs 

980 
2 
6 

124 

$ -
17 
1 
31 

$- $127 
16 
1 
25 

$ 853 
3 
6 

133 

$1,112 $49 $3 $169 995 

DecemberSl, 2009; 
Injuries and damages*' 
Allowance for doubtful accounts 
Otherte) 

$1,031 
7 

200 
17 
4 

$ 51 
16 
80 

$ 980 
8 

124 

$1,112 

$1,031 
7 

200 

$1,238 $21 $147 

DecemberSl, 2008: 
Injuries and damages*' 
Allowance for doubtful accounts 
Other!':' 

51,081 
6 

189 
15 
18 

$ 50 
14 
7 

$1,276 $33 71 $1,238 

(a) Principally cash payments and reserve reversals. 
(b) Principally asbestos resen/es. 
(c) Principally nuclear property Insurance and other reserves. Included Ih Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

The valuation and resen/e amounts above do not include unrecognized tax benefits amounts or deferred tax asset valuation allowance 

amounts. 
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DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGYOHIO, INC. • DUKE ENERGY INDIANA, 

Schedule II — Valuation and Qualifying Accounts and Reserves - (Continued) 

Duke Energy Ohio 

Additions: 

(In millions) 

Year Ended DecemberSl, 2010: 

Allowance for doubtful accounts 

Environmental!''' 

Uncertain Tax Provisions 

Otherid 

Balance at 

Beginning 

of Period 

$17 
20 
— 
11 

Charged to 

Expense 

$ 1 

— 
20 
— 

Charged to 

Other 

Accounts 

$ -
39 
— 
— 

Deductions'^' 

$ -
10 
10 
10 

Balance 

Endol 

Period 

$18 
49 
10 

1 

$48 $21 $39 $30 $78 

Year Ended DecemberSl, 2009: 

Allowance for doubtful accounts 

Environmental!w 

Other!':' 

18 
11 
11 

$ 1 
(10) 

2 
21 

$ 2 

2 

2 

$17 
20 
11 

$40 (7) $21 

Year Ended December 3 1 , 2008: 

Allowance for doubtful accounts 

Environmental!''' 

Uncertain tax provisions!<« 

0ther!<:' 

3 
8 

10 
3 

$15 
4 

— 
10 

1 
10 
2 

$18 
11 

11 

$24 $29 $13 $40 

(a) Principally cash payments and reserve reversals. 
(b) Included In Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. In 2009, PUCO Issued an order allowing the deferral of costs related to Manufacturs 

Gas Plant sites into a regulatory asset, which resulted in a net credit to expense during 2009. 
(c) Principally mark-to-market and other reserves. Included In Unrealized gains on mark-to-market and hedging transactions within Current Assets and Other within Investments and Other 

Assets, Unrealized losses on mark-to-market and hedging transactions within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance 
Sheets. 

(d) Included In Taxes accrued and Interest accrued within Current Liabilities on the Consolidated Balance Sheets. 
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DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGYOHIO, INC. DUKE ENERGY INDIANA, INC. 

Schedule il — Valuation and Qualifying Accounts and Reserves - (Continued) 

Duke Energy Indiana 

Additions 

(In millions) 

Balance at Charged to 
Beginning Charged to Other 
of Period Expense Accounts Deductions'̂ ' 

Balance at 
End of 
Period 

DecemberSl, 2010: 
Injuries and damages 
Allowance for doubtful accounts 
Other*) • 

$ 4 
1 

18 

$ - $ -

7 

$ 4 
1 

12 

$23 $ 1 $ - $ 7 $17 

DecemberSl, 2009: 
Injuries and damages 
Allowance for doubtful accounts 
Other!*" 

5 4 
1 

15 

? 4 

1 
18 

$20 $ 6 $ 3 $23 

December 31, 2008: 
Injuries and damages 
Allowance for doubtful accounts 
Other*' 

i 4 
1 

10 

5 4 
1 

15 

$15 $ 2 $20 

(a) Principally cash payments and reserve reversals. 
(b) Principally environmental reserves Included in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

The valuation and resen/e amounts above do not include unrecognized tax tienefits amounts or deferred tax asset valuation allowance 

amounts. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 

None. 

ITEM 9A. CONTROLS AND PROCEDURES - DUKE ENERGY, DUKE ENERGY CAROLINAS, DUKE 
ENERGY OHIO AND DUKE ENERGY INDIANA. 

Disclosure Controls and Procedures 

Disclosure controls and procedures are controls and other 

procedures that are designed to ensure that information required to be 

disclosed by the Duke Energy Registrants in the reports they file or 

submit under the Securities Exchange Act of 1934 (Exchange Act) is 

recorded, processed, summarized, and reported, within the time 

periods specified by the Securities and Exchange Commission's (SEC) 

rules and forms. 

Disclosure controls and procedures include, without limitation, 

controls and procedures designed to provide reasonable assurance 

that information required to be 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 Ofiicer and Chief Financial Ofl'icer, as appropriate, to 

allow timely decisions regarding required disclosure. 

Underthe supen/ision and with the part;icipation of 

management, including the Chief Executive Officer and Chief 

Financial Officer, the Duke Energy Registrants have evaluated the 

effectiveness of their disclosure controls and procedures (as such 

term is defined in Rule 13a-15(e) and 15d-15(e) underthe 

Exchange Act) as of December 31 , 2010, and, based upon this 

evaluation, the Chief Executive Officer and Chief Financial Officer 

have concluded that these controls and procedures are effective in 

providing reasonable assurance of compliance. 

Changes in Internal Control over Financial Reporting 

Underthe 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 over financial reporting (as such term is 

defined in Rules 13a-15(f) and 15d-15(f) underthe Exchange Act) 

that occurred during the fiscal quarter ended December 31 , 2010 

and have concluded no change has materially affected, or Is 

reasonably likely to materially affect, internal control over financial 

reporting. 

Management's Annual Report On Internal Control Over Financial 

Reporting 

The Duke Energy Registrants' management is responsible for 

establishing and maintaining an adequate system of internal control 

over financial reporting, as such term is defined in Exchange Act 

Rules 13a-15(f) and 15d-15(f). The Duke Energy Registrants' 

internal control system was designed to provide reasonable assurance 

regarding the reliability of financial reporting and the preparation of 

flnancial statements for external purposes, in accordance with U.S. 

generally accepted accounting principles. Because of inherent 

limitations, internal control over financial reporting may not prevent or 

detect misstatements. Also projections of any evaluation of 

effectiveness to future periods are subject to the risk that controls may 

become inadequate because of changes in conditions, or that the 

degree of compliance with policies and procedures may deteriorate. 

The Duke Energy Registrants' management, including their 

Chief Executive Officer and Chief Financial Oflicer, has conducted an 

evaluation ofthe effectiveness of their internal control over financial 

reporting as of December 31 , 2010 based on the framework in 

Intemal Control — Integrated Framework issued by the Commiti:ee of 

Sponsoring Organizations of the Treadway Commission. Based on 

that evaluation, management concluded that its internal controls over 

financial reporting were effective as of December 31 , 2010. 

Deloitte & Touche LLP, Duke Energy's independent registered 

public accounting firm, has issued an attestation report on the 

effectiveness of Duke Energy's internal control over financial reporting. 
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 

Duke Energy will provide information that is responsive to this Item 10 in its definitive proxy statement or in an amendment to this Annual 

Report not later than 120 days afl:er the end of the fiscal year covered by this Annual Report, in either case under the caption "Directors and 

Executive Officers," and possibly elsewhere therein. That information is incorporated in this Item 10 by reference. 

ITEM 11. EXECUTIVE COMPENSATION. 

Duke Energy will provide information that is responsive to this Item 11 in its definitive proxy statement or in an amendment to this Annual 

Report not later than 120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption "Executive 

Compensation," and possibly elsewhere therein. That information is incorporated in this Item 11 by reference. 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 
REUTED STOCKHOLDER MATTERS. 

Duke Energy will provide information that is responsive to this Item 12 in its definitive proxy statement or in an amendment to this Annual 

Report not later than 120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption "Security 

Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters," and possibly elsewhere therein. That information 

is incorporated in this Item 12 by reference. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE 

Duke Energy will provide information that is responsive to this Item 13 in its definitive proxy statement or in an amendment to this Annual 

Report not later than 120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption "Certain 

Relationships and Related Transactions," and possibly elsewhere therein. That information is incorporated in this Item 13 by reference. 
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES. 

Deloitte & Touche LLP, and the member firms of Deloitte Touche Tohmatsu and their respective affiliates (collectively, Deloitte) provided 

professional sen/ices to Duke Energy Corporation (Duke Energy) and its consolidated subsidiaries for 2010 and 2009. A portion of these costs 

have been allocated to Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana (collectively referred to as the Subsidiary 

Registrants). The following tables present the Deloitte fees for services rendered to Duke Energy and the Subsidiary Registrants during 2010 and 

2009: 

Duke Energy 

(In millions) 

Types of Fees 2010 2009 

Audit Fees(=> $ 8.5 $ 8.8 
Audit-Related Fees™ 2.1 1.8 
TaxFeesfc' 0.8 0.4 
All Other FeesW ' — 0.1 

Total Fees $11.4 $11.1 

Subsidiary Registrants 

(In millions) 

Types of Fees 

Audit Fees<3' 
Audit-Related Fees"" 
Tax Feesfc> 

Total Fees 

Duke Energy 

2010 

$4.2 
1.1 
0.4 

$5.7 

Carolinas 

2009 

$4.1 
0.8 
0.2 

$5.1 

Duke Energy Ohio 

2010 2009 

$1.8 
0.4 
0.2 

$2.4 

$2.1 
0.4 
0.1 

$2.6 

Duke Energy Indiana 

2010 2009 

$1.3 $1.4 
0.3 0.3 
0.1 0.1 

$1.7 $1.8 

(a) Audit Fees are fees billed or expected to be billed for professional services for the audit of Duke Energy and the Subsidiaty Registrants' financial statements Included in the annual report 
on Form 10-K and the review of flnanciai statements included in quarterly reports on Form lO-Q, for services that are normally provided by Deloitte in connection with statutory, 
regulatory or other filings or engagements or for any other service performed by Deloitte to comply with generally accepted auditing standards. 

(b) Audit-Related Fees are fees for assurance and related services that are reasonably related to the performance of an audit or review of financial statements, including assistance with 
acquisitions and divestitures and internal control reviews. 

(c) Tax Fees are fees for tax return assistance and preparation, tax examination assistance, and professional services related to tax planning and tax strategy. 
(d) All Other Fees are fees for any services not included in the first three categories, primarily translation of audited financiais into foreign languages, accounting training and conferences. 

To safeguard the continued independence ofthe independent auditor, the Duke Energy Audit Committee adopted a policy that provides 

that the independent public accountants are only permitted to provide services to Duke Energy and its consolidated subsidiaries, including the 

Subsidiary Registrants that have been pre-approved by the Duke Energy Audit Committee. Pursuant to the policy, detailed audit ser\/ices, audit-

related services, tax sen/ices and certain other services have been specifically pre-approved up to certain fee limits. In the event that the cost of 

any of these ser̂ l̂ces may exceed the pre-approved limits, the Duke Energy Audit Committee must pre-approve the service. All other services 

that are not prohibited pursuant to the Securities and Exchange Commission's or other applicable regulatory bodies' rules of regulations must be 

specifically pre-approved bythe Duke Energy Audit Committee. All services performed in 2010 and 2009 by the independent public 

accountant were approved by the Duke Energy Audit Committee pursuant to its pre-approval policy. 
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES. 

(a) Consolidated Financial Statements, Supplemental Financial Data and Supplemental Schedules included in Part 11 of this annual report 

are as follows: 

Duke Energy Corporation: 

Consolidated Financial Statements 

Consolidated Statements of Operations for the Years Ended December 3 1 , 2010, 2009 and 2008 

Consolidated Balance Sheets as of December 31 , 2010 and 2009 

Consolidated Statements of Cash Flows for the Years Ended December 3 1 , 2010, 2009 and 2008 

Consolidated Statements of Equity and Comprehensive Income for the Years ended December 31 , 2010, 2009 and 2008 

Notes to the Consolidated Financial Statements 

Quarteriy Financial Data, (unaudited, included in Note 25 to the Consolidated Financial Statements) 

Consolidated Financial Statement Schedule 1—Ctondensed Parent Company Financial Information for the Years Ended December 3 1 , 

2010, 2009 and 2008 

Consolidated Financial Statement Schedule II—^Valuation and Qualifying Accounts and Reserves for the Years Ended December 31 , 

2010, 2009 and 2008 

Report of Independent Registered Public Accounting Firm 

Duke Energy Carolinas, LLC: 

Consolidated Financial Statements 

Consolidated Statements of Operations for the Years Ended December 3 1 , 2010, 2009 and 2008 

Consolidated Balance Sheets as of December 31 , 2010 and 2009 

Consolidated Statements of Cash Flows for the Years Ended December 3 1 , 2010, 2009 and 2008 

Consolidated Statements of Member's Equity and Comprehensive Income for the Years ended December 31 , 2010, 2009 and 2008 

Notes to the Consolidated Financial Statements 

Quarterly Financial Data, (unaudited. Included in Note 25 to the Consolidated Financial Statements) 

Consolidated Financial Statement Schedule II—^Valuation and Qualifying Accounts and Reserves for the Years Ended December 3 1 , 

2010, 2009 and 2008 

Report of Independent Registered Public Accounting Firm 

All other schedules are omitted because they are not required, or because the required information Is included in the Consolidated 

Financial Statements or Notes. 

Duke Energy Ohio, Inc. 

Consolidated Financial Statements 

Consolidated Statements of Operations for the Years Ended DecemberSl, 2010, 2009 and 2008 

Consolidated Balance Sheets as of December 3 1 , 2010 and 2009 

Consolidated Statements of Cash Flows for the Years Ended December 3 1 , 2010, 2009 and 2008 

Consolidated Statements of Common Stockholder's Equity and Comprehensive Income forthe Years Ended December 3 1 , 2010, 

2009 and 2008 

Notes to the Consolidated Financial Statements 

Quarterly Financial Data (unaudited, included in Note 25 to the Consolidated Financial Statements) 

Consolidated Financial Statement Schedule 11—Valuation and Qualifying Accounts and Reserves for the Years Ended December 31 , 

2010, 2009 and 2008 
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Report of Independent Registered Public Accounting Firm 

All other schedules are omitted because they are not required, or because the required information is included in the Consolidated 

Financial Statements or Notes. 

Duke Energy Indiana, Inc. 

Consolidated Financial Statements 

Consolidated Statements of Operations forthe Years Ended December 3 1 , 2010, 2009 and 2008 

Consolidated Balance Sheets as of December 31 , 2010 and 2009 

Consolidated Statements of Cash Flows for the Years Ended December 3 1 , 2010, 2009 and 2008 

Consolidated Statements of Common Stockholder's Equify and Comprehensive Income forthe Years Ended DecemberSl, 2010, 

2009 and 2008 

Notes to the Consolidated Financial Statements 

Quarteriy Financial Data (unaudited. Included in Note 25 to the Consolidated Financial Statements) 

Consolidated Financial Statement Schedule II—^Valuation and Qualifying Accounts and Reserves for the Years Ended December 3 1 , 

2010, 2009 and 2008 Report of Independent Registered Public Accounting Firm 

All other schedules are omitted because they are not required, or because the required information is included in the Consolidated 

Financial Statements or Notes. 

(b) Exhibits—See Exhibit Index immediately following the signature page. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrants have duly caused this 

report to be signed on their behalf by the undersigned thereunto duly authorized. 

Date: Febmary 25, 2011 

DUKE ENERGY CORPORATION 

(Registrants) 

gy. /s/ JAMES E. ROGERS 

James E. Rogers 

Chairman, President and 

Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on 

behalf of the registrant and in the capacities and on the date indicated. 

(i) /s/ James E. Rogers 

James E. Rogers 

Chairman, President and Chief Executive Officer (Principal Executive Oflicer and Director) 

(ii) /s/Lynn J. Good 

Lynn J. Good 

Group Executive and Chief Financial Officer (Principal Financial Officer) 

(ill) /s/ Steven K. Young 

Steven K. Young 

Senior Vice President and Controller (Principal Accounting Officer) 

(iv) Directors: 

William Bamet, 111* 

G. Alex Bernhardt, Sr.* 

Michael G. Browning* 

Daniel R. DiMicco* 

John H. Forsgren* 

Ann M. Gray* 

James H. Hance, Jr.* 

E. James Reinsch* 

James T. Rhodes* 

Philip R. Sharp* 

Date: February 25, 2011 

Lynn J. Good, by signing her name hereto, does hereby sign this document on behalf of the registrant and on behalf of each of the above-

named persons previously indicated by asterisk pursuant to a power of attorney duly executed by the registrant and such persons, filed with the 

Securities and Exchange Commission as an exhibit hereto. 

Q /$/ LYNN J. GOOD 

Attorney-in-Fact 
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PART IV 

SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 

report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Date: February 25, 2011 

DUKE ENERGY CAROLINAS, LLC 

(Registrant) 

By:-
/s/ JAMES E. ROGERS 

James E. Rogers 

Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on 

behalf of the registrant and in the capacities and on the date indicated. 

(1) /s/ James E. Rogers 

James E. Rogers 

Chief Executive Ofl'icer (Principal Executive Officer) 

(ii) /s/ Lynn J. Good 

Lynn J. Good 

Chief Financial Officer (Principal Financial Officer) 

(iii) /s/Steven K. Young 

Steven K. Young 

Senior Vice President and Controller (Principal Accounting Officer) 

(iii) Directors: 

/s/ James E. Rogers 

James E. Rogers 

/s/ Lynn J. Good 

Lynn J. Good 

/s/ Marc E. Manly 

Marc E. Manly 

Date: February 25, 2011 
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PART IV 

SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 

report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Date: February 25, 2011 

DUKE ENERGY OHIO, INC. 

(Registrant) 

By:. /s/ JAMES E. ROGERS 

James E. Rogers 

Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on 

behalf of the registrant and in the capacities and on the date indicated. 

(i) /s/ James E. Rogers 

James E. Rogers 

Chief Executive Officer (Principal Executive Officer) 

(11) /s/ Lynn J. Good 

Lynn J. Good 

Chief Financial Ofiicer (Principal Financial Officer) 

(iii) /s/ Steven K. Young 

Steven K. Young 

Senior Vice President and Controller (Principal Accounting Officer) 

(iii) Directors: 

/s/ James E. Rogers 

James E. Rogers 

/s/Lynn J. Good 

Lynn J. Good 

/s/ Marc E. Manly 

Marc E. Manly 

Date: February 25, 2011 
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PART IV 
I 

SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 

report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Date: Febmary 25, 2011 

DUKE ENERGY INDIANA, INC. 

(Registrant) 

By:- /S/ JAMES E. ROGERS 

James E. Rogers 

Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on 

behalf of the registrant and in the capacities and on the date indicated. 

(I) /s/ James E. Rogers 

James E. Rogers 

Chief Executive Officer (Principal Executive Officer) 

(II) /s/Lynn J. Good 

Lynn J. Good 

Chief Financial Officer (Principal Financial Officer) 

(iii) /s/ Steven K. Young 

Steven K. Young 

Senior Vice President and Controller (Principal Accounting Officer) 

(iii) Directors: 

/s/Julie K.Griffith 

Julie K. Griffith 

/s/ Douglas F. Esamann 

Douglas F. Esamann 

/s/ Marc E. Manly 

Marc E. Manly 

Date: February 25, 2011 
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PART IV 

EXHIBIT INDEX 

Exhibits filed herewith are designated by an asterisk (*). All exhibits not so designated are incorporated by reference to a prior filing, as 

indicated. Items constituting management contracts or compensatory plans or arrangements are designated by a double asterisk (**).The 

Company agrees to furnish upon request to the Commission a copy of any omitted schedules or exhibits upon request on all items designated 

by a triple asterisk (***) . 

Exhibit 
Number Duke Energy 

Duke Energy 
Carolinas 

Duke Energy 
Ohio 

Dul<e Energy 
Indiana 

2.1 * * * Agreement and Plan of IVIerger, dated as of May 8, 2005, as 
amended as of July 11, 2005, asof Octobers, 2005 and as of 
March 30, 2006, by and among the registrant, Duke Energy 
Corporation, Cinergy Corp., Deer Acquisition Corp., and Cougar 
Acquisition Corp. (filed with Form 8-K of Duke Energy Corporation, 
File No. 1-32853, April 4, 2006, as Exhibit 2-1). 

2.2 * * * Separation and Distribution Agreement, dated asof December 13, 
2006, by and between Duke Energy Corporation and Spectra Energy 
Corp (flled with the Form 8-K of Duke Energy Corporation, File No. 
1-32853, December 15, 2006, as Exhibit 2.1). 

2.3 * * * Agreement and Plan of IVIerger by and among Duke Energy 
Corporation, Diamond Acquisition Corporation and Progress Energy, 
Inc. dated as of January 8, 2011 (flled with the Form 8-K of Duke 
Energy Corporation, File No. 1-32583, January 11 , 2011). 

3.1 Amended and restated Certlflcate of Incorporation (flled with the 
Form 8-K of Duke Energy Corporation, File No. 1-32853, April 4, 
2006, as Exhibit 3-1). 

3.2 Articles of Organization Including Articles of Conversion (filed with 
Form 8-K of registrant. File No. 1-4928, April 7, 2006, as 
exhibit 3.1). 

3.2.1 Amended Certlflcate of Incorporation, effective October 1, 2006 
(filed with the Form 10-Q of the registrant for the quarter ended 
September 30, 2006, File No. 1-4928, as exhibit 3.1). 

3.3 Amended Articles of Incorporation of Duke Energy Ohio, Inc. 
effective October 23, 1996 (filed with Form 10-Q of Duke Energy 
Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) forthe 
quarter ended September 30, 1996, File No. 1-1232). 

3.3.1 Amended Articles of Consolidation, effective October 1, 2006 (flled 
with Form lO-Q of Duke Energy Ohio, Inc. (formeriy The Cincinnati 
Gas & Electric Company) for the quarter ended September 30, 
2006, File No. 1-1232). 

3.4 Amended Articles of Consolidation of PSl, as amended April 20, 
1995 (flled with Form 10-Q of Duke Energy Indiana, Inc. (formerly 
PSl Energy, Inc.) for the quarter ended June 30, 1995, File 
No. 1-3543). 

3.4.1 Amendment to Article D of the Amended Articles of Consolidation of 
PSl, effective July 10, 1997 (filed with Form 10-K of Duke Energy 
Indiana, Inc. (formeriy PSl Energy, Inc.) for the year ended 
DecemberSl, 1997, File No. 1-3543). 

3.4.2 Amended Articles of Consolidation, effective October 1, 2006 (filed 
with Form 10-Q of Duke Energy Indiana, Inc. (formeriy PSl Energy, 
Inc.) for the quarter ended September 30, 2006, File No. 1-3543). 

3.5 Amended and Restated By-Laws of registrant (filed with the Form 
8-K of Duke Energy Corporation, File No. 1-32853, March 3, 
2008, as Exhibit 3.1). 

3.6 Limited Liabilify Company Operating Agreement (filed with Form 8-K 
of registrant. File No. 1-4928, April 7, 2006, as exhibit 3.1). 
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