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Exhibit Duke Energy Duke Energy Duke Energy 
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3.7 Regulations of Duke Energy Ohio, Inc., as amended on July 23, 
2003 (flled with Form lO-Q of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electric Company) for the quarter ended June SO, 
2003, File No. 1-1232). 

3.8 By-Laws of PSl, as amended on July 23, 2003 (flled with Form 
10-Q of Duke Energy Indiana, Inc. (formeriy PSl Energy, Inc.) for the 
quarter ended June 30, 2003, File No. 1-3543). 

4.1 Original Indenture (First Mortage Bonds) between Duke Energy 
Ohio, Inc. and The Bank of New York (as Trustee) dated as of 
August 1, 1936 (filed with Registration Statement of Duke Energy 
Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) File 
No. 2-2374). 

4.1.1 Fourteenth Supplemental Indenture betiween Duke Energy Ohio, Inc. 
and The Bank of New York dated as of November 2, 1972 (filed 
with Registration Statement of Duke Energy Ohio, Inc. (formeriy The 
Cincinnati Gas & Electric Company) File No. 2-60961). 

4.1.2 Thirty-third Supplemental Indenture between Duke Energy Ohio, Inc. 
and The Bank of New York dated as of September 1, 1992 (flled 
with Registration Statement of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electric Company) File No. 2-53578). 

4.1.3 Thirty-fourth Supplemental Indenture between Duke Energy Ohio, 
Inc. and The Bank of New York dated as of October 1, 1993 (flled 
with Form lO-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati 
Gas & Electric Company) for the quarter ended September 30, 
1993, File No. 1-1232). 

4.1.4 Thirty-flfth Supplemental Indenture between Duke Energy Ohio, Inc. 
and The Bank of New York dated asof January 1, 1994 (filed with 
Registration Statement of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electric Company) File No. 2-52335). 

4.1.5 Thirty-sixth Supplemental Indenture between Duke Energy Ohio, Inc. 
and The Bank of New York dated as of February 15, 1994 (flled 
with Registration Statement of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electric Company) File No. 2-52335). 

4.1.6 Thirty-seventh Supplemental Indenture betiA/een Duke Energy Ohio, 
Inc. and The Bank of New York dated as of October 14, 1996 (filed 
with Form 10-K of Duke Energy Ohio, Inc. (formeriy The Cincinnati 
Gas & Electric Company) for the year ended December 3 1 , 1996, 
File No. 1-1232). 

4.1.7 Thirty-eighth Supplemental Indenture between Duke Energy Ohio, 
Inc. and The Bank of New York dated as of February 1, 2001 (filed 
with Form 10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati 
Gas & Electric Company) for the quarter ended March 3 1 , 2001, 
File No. 1-1232). 

4.1.8 Thirty-ninth Supplemental Indenture dated as of September 1, 
2002, between Duke Energy Ohio, Inc. and The Bank of New York, 
as Trustee (flled with Form lO-Q of Duke Energy Ohio, Inc. (formerly 
The Cincinnati Gas & Electric Company) for the quarter ended 
September 30, 2002, File No. 1-1232). 

4.2 Original Indenture (First Mortgage Bonds) dated September 1, 
1939, between PSl and The First National Bank of Chicago, as 
Trustee, and LaSalle National Bank, as Successor Trustee (filed as 
Exhibit A-Part 5 in File No. 70-258 Supplemental Indenture dated 
March 30, 1984). 

4.2.1 Forty-second Supplemental Indenture between PSl and LaSalle 
National Bank dated August 1, 1988 (filed with Form 10-K of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the year ended 
DecemberSl, 1988, File No. 1-3543). 
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4.2.2 Forty-fourth Supplemental Indenture between PSl and LaSalle X 
National Bank dated March 15, 1990 (flled with Form 10-K of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the year 
ended DecemberSl, 1990, File No. 1-3543). 

4.2.3 Forty-fifl:h Supplemental Indenture between PSl and LaSalle X 
National Bank dated March 15, 1990 (filed with Form 10-K of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe year 
ended DecemberSl, 1990, File No. 1-3543). 

4.2.4 Forty-sixth Supplemental Indenture between PSl and LaSalle X 
National Bank dated June 1, 1990 (filed with Form 10-K of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the year ended 
DecemberSl, 1991, File No. 1-354S). 

4.2.5 Forty-seventh Supplemental Indenture between PSl and LaSalle X 
National Bank dated July 15, 1991 (filed with Form 10-K of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the year ended 
DecemberSl, 1991, File No. 1-3543). 

4.2.6 Forty-eighth Supplemental Indenture between PSl and LaSalle X 

National Bank dated July 15, 1992 (filed with Form 10-K of Duke 

Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the year ended 
DecemberSl, 1992, File No. 1-3543). 

4.2.7 Foriy-ninth Supplemental Indenture between PSl and LaSalle X 
National Bank dated February 15, 1993 (filed with Form 10-K of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the year 
ended DecemberSl, 1992, File No. 1-3543). 

4.2.8 Fiftieth Supplemental Indenture between PSl and LaSalle National X , 
Bank dated February 15, 1993 (filed with Form 10-K of Duke 
Energy Indiana, Inc. (formeriy PSl Energy, Inc.) for the year ended 
DecemberSl, 1992, File No. 1-3543). 

4.2.9 Fifty-first Supplemental Indenture between PSl and LaSalle National X 
Bank dated February 1, 1994 (filed with Form 10-K of Duke 
Energy Indiana, Inc. (formeriy PSl Energy, Inc.) for the year ended 
December 3 1 , 1993, File No. 1-3543). 

4.2.10 Fifty-second Supplemental Indenture between PSl and LaSalle X 
National Bank, as Trustee, dated as of April 30, 1999 (filed with 
Form 10-Q of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) 
forthe quarter ended March 3 1 , 1999, File No. 1-3543). 

4.2.11 Fifty-third Supplemental Indenture between PSl and LaSalle X 
National Bank dated June 15, 2001 (flled with Form 10-Q of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe quarter 

ended June 30, 2001, File No. 1-3543). 

4.2.12 Fifty-fourth Supplemental Indenture dated as of September 1, X 
2002, between PSl and LaSalle Bank National Association, as 
Trustee (flled with Form 10-Q of Duke Energy Indiana, Inc. 
(formerly PSl Energy, Inc.) for the quarter ended 
September 30, 2002, File No. 1-3543). 

4.2.13 Fifty-fifth Supplemental Indenture between PSl and LaSalle National X 
Bank dated February 15, 2003 (filed with Form 10-Q of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter 
ended September 30, 2003, File No. 1-3543). 

4.2.14 Fifty-Sixth Supplemental Indenture dated as of December 1, 2004, X 
between PSl and LaSalle Bank National Association, as Trustee 
(flled with Form 10-K of Duke Energy Indiana, Inc. (formeriy PSl 
Energy, Inc.) for the year ended December 3 1 , 2004, File 
No. 1-3543). 

OUKE ENERGY CORPORATION / 2010 FORM 10-K E-3 



PART IV 

Exhibit Duke Energy Duke Energy Duke Energy 
Number Duke Energy Carolinas Ohio Indiana 

4.3 Repayment Agreement between Duke Energy Ohio, Inc. and The X 
Dayton Power and Light Company dated as of December 23, 1992 
(filed with Form 10-K of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electric Company) for the year ended 
DecemberSl, 1992, File No. 1-1232). 

4.4 Indenture dated November 15, 1996, between PSl and The Fifth X 
Third Bank, as Trustee (filed with Form lO-K of Duke Energy 
Indiana, Inc. (formerly PSl Energy, Inc.) for the year ended 
DecemberSl, 1996, File No. 1-3543). 

4.4.1 First Supplemental Indenture dated November 15, 1996, between X 
PSl and The Fifth Third Bank, as Trustee (filed with Form 10-K of 
Duke Energy Indiana, Inc. (formeriy PSl Energy, Inc.) for the year 
ended DecemberSl, 1996, File No. 1-3543). 

4.4.2 Third Supplemental Indenture dated as of March 15, 1998, X 
between PSl and The Fifth Third Bank, as Trustee (filed with Form 
10-K of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe 
yearended DecemberSl, 1997, File No. 1-3543). 

4.4.3 Fourth Supplemental Indenture dated as of August 5, 1998, X 
between PSl and The Fifth Third Bank, as Trustee (flled with Form 
10-Q of Duke Energy Indiana, Inc. (formeriy PSl Energy, Inc.) forthe 
quarter ended June 30, 1998, File No. 1-3543). 

4.4.4 Fifth Supplemental Indenture dated as of December 15, 1998, - X 
between PSl and The Fifth Third Bank, as Trustee (filed with Form 
10-K of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the 
yearended DecemberSl, 1998, File No. 1-3543). 

4.4.5 Sixth Supplemental Indenture dated as of April 30 ,1999 , between X 
PSl and The Fifth Third Bank, as Trustee (flled with Form 10-Q of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter 
ended March 3 1 , 1999, File No. 1-3543). 

4.4.6 Seventh Supplemental Indenture dated as of October 20, 1999, X 
between PSl and The Fifth Third Bank, as Trustee (flled with Form 
lO-Q of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the 
quarter ended September 30, 1999, File No. 1-3543). 

4.4.7 Eighth Supplemental Indenture dated as of September 23, 2003, X 
between PSl and The Fifth Third Bank, as Trustee (flled with Form 
lO-Q of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the 
quarter ended September 30, 2003, File No. 1-3543). 

4.4.8 Tenth Supplemental Indenture dated asof June 9, 2006, between X 
PSl Energy, Inc. and The Bank of New York Trust Company, N.A. 
(successor trustee to Fifth Third Bank), as Trustee (flled with Form 
8-K of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.), flled on 
June 15, 2006, File No. 1-3543). 

4.5 Loan Agreement between Duke Energy Ohio, Inc. and the State of X 
Ohio Air Quality Development Authority dated as of September 13, 
1995 (flled with Form 10-Q of Duke Energy Ohio, Inc. (formeriy The 
Cincinnati Gas & Electric Company) for the quarter ended 
September 30, 1995, File No. 1-1232). 

4.6 Twenty-flfth Supplemental Indenture betveen PSl and The First X 
National Bank of Chicago dated September 1, 1978 (flled with the 
registration statement of Duke Energy Indiana, Inc. (formerly PSl 
Energy, Inc.), File No. 2-62543). 

4.6.1 Thirty-fifth Supplemental Indenture between PSl and The First X 
National Bank of Chicago dated March 30, 1984 (filed with Form 
10-K of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe 
yearended DecemberSl, 1984, File No. 1-3543). 
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4.7 Loan Agreement between Duke Energy Ohio, Inc. and the State of X 
Ohio Air Quality Development Authority dated August 1, 2001 (flled 
witii the Form 10-Q of Duke Energy Ohio, Inc. (formeriy The 
Cincinnati Gas & Electric Company) for the quarter ended 
September 30, 2001, File No. 1-1232). 

4.8 Indenture (Secured Medium-term Notes, Series A), dated July 15, X 
1991, between PSl and LaSalle National Bank, as Trustee (flled 
with Form 10-K/A No. 2 of Duke Energy Indiana, Inc. (formerly PSl 
Energy, Inc.) for the year ended DecemberSl, 1992, flled on 
July 15, 1993, File No. 1-3543). 

4.9 Original Indenture (Unsecured Debt Securities) between Duke X 
Energy Ohio, Inc. and The Fifth Third Bank dated as of May 15, 
1995 (flled with the registration statement on Form 8-A, filed on 
July 24, 1995, File No. 1-1232). 

4.9.1 First Supplemental Indenture between Duke Energy Ohio, Inc. and X 
The Fifth Third Bank dated as of June 1,1995 (filed with the Form 

lO-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Electric Company) for the quarter ended June 30 ,1995 , 
File No. 1-1232). 

4.9.2 Second Supplemental Indenture between Duke Energy Ohio, Inc. X 
and The Fifth Third Bank dated as of June 30, 1995 (filed with the 
registration statement on Form 8-A, filed on July 24, 1995, File 
No. 1-1232). 

4.9.3 Third Supplemental Indenture between Duke Energy Ohio, Inc. and X 
The Fifth Third Bank dated as of October 9, 1997 (filed with the 
Form 10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas 
& Electric Company) forthe quarter ended September 30, 1997, 
File No. 1-1232). 

4.9.4 Fourth Supplemental Indenture between Duke Energy Ohio, Inc. and X 
The Fifth Third Bank dated as of April 1, 1998 (filed with the Form 
10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & -
Electric Company) for the quarter ended March 3 1 , 1998, 
File No. 1-1232). 

4.9.5 Fifth Supplemental Indenture between Duke Energy Ohio, Inc. and X 
The Fifth Third Bank dated as of June 9, 1998 (flled with the Form 
10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Electric Company) for the quarter ended June 30, 1998, 
File No. 1-1232). 

4.9.6 Sixth Supplemental Indenture between Duke Energy Ohio, Inc. and X 
The Fifth Third Bank dated as of September 15, 2002 (flled with 
the Form lO-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati 
Gas & Electric Company) for the quarter ended September 30, 
2002, File No. 1-1232). 

4.9.7 Seventh Supplemental Indenture between Duke Energy Ohio, Inc. X 
and The Fifth Third Bank dated as of June 15, 2003 (filed with the 
Form 10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas 
& Electric Company) for the quarter ended June 30, 2003, File 
No. 1-1232). 

4.10 Indenture (Secured Medium-term Notes, Series B), dated July 15, X 
1992, between PSl and LaSalle National Bank, as Trustee (filed 
with Form lO-K/A No. 2 of Duke Energy Indiana, Inc. (formerly PSl 
Energy, Inc.) for the year ended DecemberSl, 1992, filed on 
July 15, 1993, File No. 1-3543). 

4.11 Loan Agreement between Duke Energy Ohio, Inc. and the Ohio Air X 
Quality Development Authority dated as of September 1, 2002 (filed 
with the Form lO-Q of Duke Energy Ohio, Inc. (formeriy The 
Cincinnati Gas & Electric Company) for the quarter ended 
September 30, 2002, File No. 1-1232). 
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4.12 Loan Agreement betveen PSl and the City of Princeton, Indiana X 
dated as of November 7, 1996 (flled with Form 10-Q of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe quarter ended 
September 30, 1996, File No. 1-3543). 

4.13 Loan Agreement between Duke Energy Ohio, Inc. and the Ohio Air X 
Quality Development Authority dated as of November 1, 2004, 
relating to Series A (filed with the Form 8-K of Duke Energy Ohio, 
Inc. (formerly The Cincinnati Gas & Electric Company), filed on 
November 19, 2004, File No. 1-1232). 

4.14 Loan Agreement between PSl and the City of Princeton, Indiana X 
dated as of February 1, 1997 (flled with Form lO-K of Duke Energy 
Indiana, Inc. (formerly PSl Energy, Inc.) for the year ended 
December 3 1 , 1996, File No. 1-3543). 

4.15 Loan Agreement between Duke Energy Ohio, Inc. and the Ohio Air X 
Quality Development Authority dated as of November 1, 2004, 
relating to Series B (flled with the Form 8-K of Duke Energy Ohio, 
Inc. (formeriy The Cincinnati Gas & Electric Company), filed on 
November 19, 2004, File No. 1-1232). 

4.16 Unsecured Promissory Note dated October 14, 1998, between PSl X 
and the Rural Utilities Service (filed with Form lO-K of Duke Energy 
Indiana, Inc. (formerly PSl Energy, Inc.) for the year ended 
DecemberSl, 1998, File No. 1-3543). 

4.17 Loan Agreement between PSl and the Indiana Development Finance X 
Authority dated as of July 15, 1998 (filed with Form 10-Q of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe quarter ended 
June 30, 1998, File No. 1-3543). 

4.18 Loan Agreement between PSl and the Indiana Development Finance X 
Authority dated as of May 1, 2000 (filed with Form lO-Q of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter ended 
June 30, 2000, File No. 1-3543). 

4.19 Loan Agreement between PSl and the Indiana Development Finance X 
Authority dated as of September 1, 2002 (flled with Form lO-Q of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter 
ended September 30, 2002 File No. 1-3543). 

4.20 Loan Agreement between PSl and the Indiana Development Finance X 
Authority dated as of September 1, 2002 (flled with Form lO-Q of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe quarter 
ended September 30, 2002, File No. 1-3543). 

4.21 Loan Agreement between PSl and the Indiana Development Finance X 
Authority dated as of February 15, 2003 (flled with Form lO-Q of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter 
ended March 3 1 , 2003, File No. 1-3543). 

4.22 6.302% Subordinated Note between PSl and Cinergy Corp., dated X 
February 5, 2003 (flled with Form 10-Q of Duke Energy Indiana, 
Inc. (formerly PSl Energy, Inc.) forthe quarter ended March 3 1 , 
2003, File No. 1-3543). 

4.23 6.403% Subordinated Note between PSl and Cinergy Corp., dated X 
February 5, 2003 (filed with Form 10-Q of Duke Energy Indiana, 
Inc. (formeriy PSl Energy, Inc.) for the quarter ended March 3 1 , 
2003, File No. 1-3543). 

4.24 Loan Agreement between PSl and the Indiana Development Finance X 
Authority dated as of December 1, 2004, relating to Series 2004B 
(flled with Form 8-K of Duke Energy Indiana, Inc. (formerly PSl 
Energy, Inc.), flled on December 9, 2004, File No. 1-3543). 
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4.25 Loan Agreement between PSl and the Indiana Development Finance X 

Authority dated as of December 1, 2004, relating to Series 20040 
(filed with Form 8-K of Duke Energy Indiana, Inc. (formerly PSl 
Energy, Inc.), filed on December 9, 2004, File No. 1-3543). 

10.1 Purchase and Sale Agreement dated as of January 8, 2006, by and X 
among Duke Energy Americas, LLC, and LSP Bay II Harbor Holding, 
LLC (filed with the Form 10-Q of the registrant for the quarter ended 
March 3 1 , 2006, File No. 1-32853, as Exhibit 10.2). 

10.1.1 Amendment to Purchase and Sale Agreement, dated as of May 4, X 
2006, by and among Duke Energy Americas, LLC, LS Power 
Generation, LLC (formerly known as LSP Bay II Harbor Holding, 
LLC), LSP Gen Finance Co, LLC, LSP South Bay Holdings, LLC, LSP 
Oakland Holdings, LLC, and LSP Morro Bay Holdings, LLC ((filed 
with the Form 10-Q of the registrant for the quarter ended 
March 3 1 , 2006, File No. 1-32853, as Exhibit 10.2.1). 

10.2 Purchase and Sale Agreement dated as of January 8, 2006, by and X 
among Duke Energy Americas, LLC, and LSP Bay II Harbor Holding, 
LLC (flled with Form 10-Q of Duke Energy Corporation (formerly 
known as Duke Energy Holding Corp.) for the quarter ended 
March 3 1 , 2006, File No. 1-32853, as exhibit 10.2). 

10.2.1 Amendment to Purchase and Sale Agreement, dated as of May 4, X 
2006, by and among Duke Energy Americas, LLC, LS Power 
Generation, LLC (formerly known as LSP Bay II Harbor Holding, 
LLC), LSP Gen Finance Co, LLC, LSP South Bay Holdings, LLC, LSP 
Oakland Holdings, LLC, and LSP Morro Bay Holdings, LLC (filed 
with Form 10-Q of Duke Energy Corporation (formerly known as 
Duke Energy Holding Corp.) forthe quarter ended March 3 1 , 2006, 
File No. 1-32853, as exhibit 10.2.1). 

10.3 Employment Agreement dated February 4, 2004, among Cinergy X 
Corp., Duke Energy Ohio, Inc., and Duke Energy, Indiana, Inc., and 

James E. Rogers (filed with Form lO-K of Duke Energy Ohio, Inc, 
(formerly The Cincinnati Gas & Electric Company) for the year ended 
12/31/03, File No. 1-1232). 

10.4 Employment Agreement dated Februaiy 4, 2004, among Cinergy X 
Corp., CG&E, and PSl, and James E. Rogers (filed with Form lO-Q 
of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe 
quarter ended September 30, 1996, File No. 1-3543). 

10.5 * * Directors'Charitable Giving Program (filed with Form lO-K of Duke X 
Energy Carolinas, LLC for the year ended December 3 1 , 1992, File 
No. 1-4928, as Exhibit 10-P). 

1 0 . 5 . 1 * * Amendmentto Directors'Charitable Giving Program dated June 18, X 
1997 (filed with Form 10-K of Duke Energy Carolinas, LLC for the 
year ended December 3 1 , 2003, File No. 1-4928, as 
Exhibit 10-1.1). 

10 .5 .2** Amendment to Directors' Charitable Giving Program dated July 28, X 

1997 (filed with Form 10-K of Duke Energy Carolinas, LLC for the 
yearended DecemberSl, 2003, File No. 1-4928, as 
Exhibit 10-1.2). 

10.5.3** Amendmentto Directors'Charitable Giving Program dated X 
February 18, 1998 (flled with Form 10-K of Duke Energy Carolinas, 
LLC for the year ended DecemberSl, 2003, File No. 1-4928, as 
Exhibit 10-1.3). 
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10.6 Fifteenth Supplemental Indenture, dated as of April 3, 2006, among X 
the registrant, Duke Energy and JPMorgan Chase Bank, N.A. (as 
successor to Guaranty Trust Company of New York), as trustee (the 
'Trustee"), supplementing the Senior Indenture, dated as of 
September 1,1998, between Duke Power Company LLC (formeriy 
Duke Energy Corporation) and the Trustee (filed with Form 10-Q of 
Duke Energy Corporation, File No. 1-32853, August 9, 2006, as 
exhibit 10.1). 

10.7 Amended and Restated Employment Agreement dated October 11 , X 
2002, among Cinergy Corp., Services, Duke Energy Ohio, Inc., and 
Duke Energy Indiana, Inc., and William J. Grealis (filed with Form 
lO-K of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Electric Company) for the year ended 12/31/02, File No. 1-1232). 

10.7.1 Amended Employment Agreement effective December 17, 2003 to X 
Employment Agreement dated October 11 , 2002, among Cinergy 
Corp., Services, Duke Energy Ohio, Inc., and Duke Energy Indiana, 
Inc., and William J. Grealis (filed with Form lO-K of Duke Energy 
Ohio, Inc. (formeriy The Cincinnati Gas & Electric Company) for the 
yearended 12/31/03, File No. 1-1232). 

10.8 Amended and Restated Employment Agreement dated October 11 , X 
2002, among Cinergy Corp., Seivices, CG&E, and PSl, and William 
J. Grealis (filed with Form lO-Q of Duke Energy Indiana, Inc. 
(formeriy PSl Energy, Inc.) for the quarter ended September 30, 
1996, File No. 1-3543). 

10.8.1 Amended Employment Agreement effective December 17, 2003 to X 
Employment Agreement dated October 11 , 2002, among Cinergy 
Corp., Services, CG&E, and PSl, and William J. Grealis (filed with 
Form lO-Q of Duke Energy Indiana, Inc. (formeriy PSl Energy, Inc.) 
forthe quarter ended September 30, 1996, File No. 1-3543). 

10.9 * * Duke Energy Corporation 1998 Long-Term Incentive Plan, as X 
amended (filed as Exhibit 1 to Schedule 14A of Duke Energy 
Carolinas, LLC, March 28, 2003, File No. 1-4928). 

10.10 Agreements with Piedmont Electric Membership Corporation, X 
Rutherford Electric Membership Corporation and Blue Ridge Electric 
Membership Corporation to provide wholesale electricity and related 
power scheduling services from September 1, 2006 through 
December 3 1 , 2021 (filed with Form 10-Q of Duke Energy 
Corporation, File No. 1-32853, August 9, 2006, as exhibit 10.15). 

10.11 Amended and Restated Employment Agreement dated October 1, X 
2002, among Cinergy Corp., Services, Duke Energy Ohio, Inc., and 
Duke Energy Indiana, Inc., and Donald B. Ingle, Jr. (filed with Form 
10-K of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Electric Company) for the year ended 12/31/02, File No. 1-1232). 

10.12 Amended and Restated Employment Agreement dated October 1, X 
2002, among Cinergy Corp., SePi/lces, CG&E, and PSl, and Donald 
B. Ingle, Jr. (filed with Form lO-Q of Duke Energy Indiana, Inc. 
(formerly PSl Energy, Inc.) for the quarter ended September 30, 
1996, File No. 1-3543). 

10.13 * * Duke Energy Corporation Executive Short-Term Incentive Plan (filed X 
as Exhibit 2 to Schedule 14A of Duke Energy Carolinas, LLC, 
March 28, 2003, File No. 1-4928). 
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10.14 $2,650,000,000 Amended and Restated Credit Agreement, dated 
as of June 28, 2007, among Duke Energy Corporation, Duke 
Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy 
Indiana, Inc. and Duke Energy Kentucky, Inc., as Borrowers, the 
banks listed therein, Wachovia Bank, National Association, as 
Administrative Agent, JPMorgan Chase Bank, National Association, 
Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as 
Co-Syndication Agents and The Bank of Tokyo-Mitsubishi, Ltd., 
New York Branch and Credit Suisse, as Co-Documentation Agents 
(filed with the Form 8-K ofthe registrant, July 5, 2007, File 
No. 1-4928, as Exhibit 10.1). 

10.15 Amended and Restated Employment Agreement dated 
September 12, 2002, among Cinergy Corp., Services, Duke Energy 
Ohio, Inc., and Duke Energy Indiana, Inc., and Michael J. Cyrus 
(flled with Form lO-K of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electric Company) for the year ended 12/31/02, 
File No. 1-1232). 

10.15.1 Amended Employment Agreement effective December 17, 2003 to 
Employment Agreement dated September 12, 2002, among 
Cinergy Corp., Seivices, Duke Energy Ohio, Inc., and Duke Energy 
Indiana, Inc., and Michael J. Cyrus (filed with Form 10-K of Duke 
Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) 
for the year ended 12/31/03, File No. 1-1232). 

10.15.2 Form of amendmentto employment agreement, adopted and 
effective December 14, 2005, between Services and each of 
Michael J. Cyrus and James L. Turner (filed with Form 10-K of 
Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric 
Company) for the year ended 12/31/02, File No. 1-1232). 

10.16 Amended and Restated Employment Agreement dated 
September 12, 2002, among Cinergy Corp., Services, CG&E, and 
PSl, and Michael J. Cyrus (filed with Form 10-Q of Duke Energy 
Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter ended 
September 30, 1996, File No. 1-3543). 

10.16.1 Amended Employment Agreement effective December 17, 2003 to 
Employment Agreement dated September 12, 2002, among 
Cinergy Corp., Services, CG&E, and PSl, and Michael J. Cyrus (filed 
with Form 10-Q of Duke Energy Indiana, Inc. (formerly PSl Energy, 
Inc.) for the quarter ended September 30, 1996, File No. 1-3543). 

10.16.2 Form of amendment to employment agreement, adopted and 
effective December 14, 2005, between Sen/ices and each of 
Michael J. Cyrus and James L. Turner (flled with Form 10-Q of 
Duke Energy Indiana, Inc. (formeriy PSl Energy, Inc.) for the quarter 
ended September 30, 1996, File No. 1-3543). 

10.17 * * Duke Energy Corporation Executive Savings Plan, as amended and 
restated (flled with Form 8-K of Duke Energy Corporation, 
October 3 1 , 2007, File No. 1-32853, as Exhibit 10.1). 

10.18 Asset Purchase Agreement by and Between Saluda River Electric 
Cooperative, Inc., as Seller, and Duke Energy Carolinas, LLC, as 
Purchaser, dated December 20, 2006 (flled with the Form 8-K of 
the registrant, File No. 1-4928, December 27, 2006, as 
exhibit 10.1). 

10.19 Amended and Restated Employment Agreement dated 
September 24, 2002, among Cinergy Corp., Services, Duke Energy 
Ohio, Inc., and Duke Energy Indiana, Inc., and James L Turner 
(flled with Form 10-K of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electric Company) for the year ended 12/31/03, 
File No. 1-1232). 
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10.19.1 Amended Employment Agreement effective December 17, 2003 to 
Employment Agreement dated September 24, 2002, among 
Cinergy Corp., Seivices, Duke Energy Ohio, Inc., and Duke Energy 
Indiana, Inc., and James L. Turner (filed with Form 10-K of Duke 
Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) 
for the year ended 12/31/03, File No. 1-1232). 

10.20 Amended and Restated Employment Agreement dated 
September 24, 2002, among Cinergy Corp., Ser\/ices, CG&E, and 
PSl, and James L Turner (filed with Form 10-Q of Duke Energy 
Indiana, Inc. (formeriy PSl Energy, Inc.) for the quarter ended 
September 30, 1996, File No. 1-3543). 

10.20.1 Amended Employment Agreement effective December 17, 2003 to 
Employment Agreement dated September 24, 2002, among 
Cinergy Corp., Services, CG&E, and PSl, and James L. Turner (filed 
with Form 10-Q of Duke Energy Indiana, Inc. (formerly PSl Energy, 
Inc.) for the quarter ended September 30, 1996, File No. 1-3543). 

10.21 * * Non-Qualified Option Agreement dated as of November 17, 2003 
pursuantto Duke Energy Corporation 1998 Long-Term Incentive 
Plan, by and between Duke Energy Corporation and Paul M. 
Anderson (filed with Form lO-K of Duke Energy Carolinas, LLC for 
the year ended December 3 1 , 2004, File No. 1-4928, as 
Exhibit 10-18.4). 

10.22 SeH:lement between Duke Energy Corporation, Duke Energy 
Carolinas, LLC and the U.S. Department of Justice resolving Duke 
Energy's used nuclear fuel litigation against the U.S. Department of 
Energy dated as of March 6, 2007 (filed with the Form 8-K of the 
registrant, File No. 1-4928, March 12, 2007, as item 8.01). 

10.23 Employment Agreement dated November 15, 2002, among 
Cinergy Corp., Duke Energy Ohio, Inc., and Duke Energy Indiana, 
Inc. and Marc E. Manly (flled with Form 10-K of Duke Energy Ohio, 
Inc. (formeriy The Cincinnati Gas & Electric Company) for the year 
ended 12/31/03, File No. 1-1232). 

10.23.1 Amended Employment Agreement effective December 17, 2003 to 
Employment Agreement dated November 15, 2002, among 
Cinergy Corp., Duke Energy Ohio, Inc., and Duke Energy Indiana, 
Inc., and Marc E. Manly (filed with Form lO-K of Duke Energy 
Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the 
yearended 12/31/03, File No. 1-1232). 

10.24 Employment Agreement dated November 15, 2002, among 
Cinergy Corp., CG&E, and PSl and Marc E. Manly (filed with Form 
10-Q of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for 
the quarter ended September 30, 1996, File No. 1-3543). 

10.24.1 Amended Employment Agreement effective December 17, 2003 to 
Employment Agreement dated November 15, 2002, among 
Cinergy Corp., CG&E, and PSl, and Marc E. Manly (flled with Form 
10-Q of Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for 
the quarter ended September 30, 1996, File No. 1-3543). 

10.25 * * Form of Phantom Stock Award Agreement dated February 28, 
2005, pursuantto Duke Energy Corporation 1998 Long-Term 
Incentive Plan by and between Duke Energy Corporation and each 
of Fred J. Fowler, David L. Hauser, Jimmy W. Mogg and Ruth G. 
Shaw (filed with the Form 8-K of Duke Energy Carolinas, LLC, File 
No. 1-4928, Febmary 28, 2005, as Exhibit 10-2). 
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10.26 Engineering, Procurement and Construction Agreement, dated 
July 11, 2007, by and between Duke Energy Carolinas, LLC and 
Stone &Webster National Engineering P.C. (filed with the Form 
10-Q ofthe registrant, November 13, 2007, File No. 1-4928, as 
Exhibit 10.1). (Portions ofthe exhibit have been omitted and filed 
separately with the Securities and Exchange Commission pursuant 
to a request for confidential treatment pursuantto Rule 24b-2 
under the Securities Exchange Act of 1934, as amended.) 

10.27 Deferred Compensation Agreement between Duke Energy Ohio, Inc. 
and Jackson H. Randolph dated January 1,1992 (filed with Form 
10-K of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Electric Company) for the year ended 12/31/92, File No. 1-1232). 

10.28 Deferred Compensation Agreement, effective as of January 1, 
1992, between PSl and James E. Rogers (filed with Form 10-Q of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter 
ended September 30, 1996, File No. 1-3543). 

10.29 * * Form of Phantom Stock Award Agreement dated asof May 11 , 
2005, pursuantto Duke Energy Corporation 1998 Long-Term 
Incentive Plan by and between Duke Energy Corporation and 
Jimmy W. Mogg. (flled with Form 10-Q of Duke Energy Carolinas,, 
LLC for the quarter ended June 30, 2005, File No. 1-4928, as 
Exhibit 10-6). 

10.30 Amended and Restated Engineering, Procurement and Construction 
Agreement, dated February 20, 2008, by and between Duke 
Energy Carolinas, LLC and Stone & Webster National Engineering 
P.C. (filed with the Form 10-Q of the registrant. May 14, 2008, 
File No. 1-4928, as Exhibit 10.1). (Portions ofthe exhibit have 
been omitted and filed separately with the Securities and Exchange 
Commission pursuant to a request for confidential treatment 
pursuant to Rule 24b-2 under the Securities Exchange Act of 1934, 
as amended). 

10.31 Split Dollar Insurance Agreement, effective as of May 1, 1993, 
bet(veen Duke Energy Ohio, Inc. and Jackson H. Randolph (flled 
with Form lO-K of Duke Energy Ohio, Inc. (formerly The Cincinnati 
Gas & Electric Company) for the year ended 12/31/94, File 
No. 1-1232). 

10.32 Split Dollar Life Insurance Agreement, effective as of January 1 , 
1992, between PSl and James E. Rogers (filed with Form lO-Q of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe quarter 
ended September 30, 1996, File No. 1-3543). 

10.32.1 First Amendment to Split Dollar Life Insurance Agreement between 
PSl and James E. Rogers dated December 1 1 , 1992 (filed with 
Form lO-Q of Duke Energy Indiana, Inc. (formeriy PSl Energy, Inc.) 
for the quarter ended September 30, 1996, File No. 1-3543). 

10.33 * * Formof Phantom Stock Award Agreement dated as of May 12, 
2005, pursuantto Duke Energy Corporation 1998 Long-Term 
Incentive Plan by and betft/een Duke Energy Corporation and 
nonemployee directors (filed in Form 8-K of Duke Energy Carolinas, 
LLC, May 17, 2005, File No. 1-4928, as Exhibit 10-1). 

10.34 Amended No. 1 to the Amended and Restated Credit Agreement 
(flled on Form 8-K ofthe registrant, March 12, 2008, File 
No. 1-4928, as Exhibit 10.1). 

10.35 Amended and Restated Supplemental Retirement Income 
Agreement between Duke Energy Ohio, Inc. and Jackson H. 
Randolph dated January 1, 1995 (filed with Form lO-K of Duke 
Energy Ohio, Inc. (formeriy The Cincinnati Gas & Electric Company) 
for the year ended 12/31/95, File No. 1-1232). 
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10.36 Asset Purchase Agreement by and among Cinergy Capital & 
Trading, Inc. (Capital & Trading), CinCap Madison, LLC and PSl 
dated as of February 5, 2003 (filed with Form 10-Q of Duke Energy 
Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter ended 
September 30, 1996, File No. 1-3543). 

10.37 Form of Phantom Stock Award Agreement (filed with Form 8-K of 
Duke Energy Corporation, File No. 1-32853, April 4, 2006, as 
Exhibit 10.1). 

10.38 Amended and Restated Engineering and Construction Agreement, 
dated as of December 2 1 , 2009, by and between Duke Energy 
Carolinas, LLC and Shaw North Carolina, Inc. 

10.39 Amended and Restated Supplemental Executive Retirement Income 
Agreement between Duke Energy Ohio, Inc. and certain executive 
officers (flled with Form 10-K of Duke Energy Ohio, Inc. (formerly 
The Cincinnati Gas & Electric Company) for the year ended 
12/31/97, File No. 1-1232). 

10.40 Asset Purchase Agreement by and among Capital & Trading., 
CinCap VII, LLC and PSl dated as of February 5, 2003 (filed with 
Form 10-Q of Duke Energy Indiana, Inc. (formeriy PSl Energy, Inc.) 
forthequarterended September30, 1996, File No. 1-3543). 

10.41 Form of Performance Share Award Agreement (filed with Form 8-K 
of Duke Energy Corporation, File No. 1-32853, April 4, 2006, as . 
Exhibit 10.2). 

10.42 Eighty-Eighth Supplemental Indenture dated as of November 17, 
2008, between Duke Energy Carolinas, LLC and The Bank of New 
York Mellon Trust Company, N.A., as Trustee (filed with the Form 
8-K ofthe registrant. File No. 1-4928, November 17, 2008, as 
item 4.1). 

10.43 Asset Purchase Agreement by and among Duke Energy Indiana, 
Inc. and Duke Energy Ohio, Inc. and Allegheny Energy Supply 
Company, LLC, Allegheny Energy Supply Wheatiand Generating 
Facility, LLC and Lake Acquisition Company, L.L.C., dated as of 
May 6, 2005 (filed with Form 10-Q of Duke Energy Ohio, Inc. 
(formerly The Cincinnati Gas & Electric Company) for the quarter 
ended June 30, 2005, File No. 1-1232). 

10.44 Asset Purchase Agreement by and among PSl and CG&E and 
Allegheny Energy Supply Company, LLC, Allegheny Energy Supply 
Wheatland Generating Facility, LLC and Lake Acquisition Company, 
L.L.C., dated as of May 6, 2005 (flled with Form 10-Q of Duke 
Energy Indiana, Inc. (formerly PSl Energy, Inc.) forthe quarter 
ended September 30, 1996, File No. 1-3543). 

10.45 * * Employment Agreement between Duke Energy Corporation and 
James E. Rogers, dated April 4, 2006 (flled with Form 8-K of Duke 
Energy Corporation, File No. 1-32853, April 6, 2006, as 
Exhibit 10.1). 

1 0 . 4 5 . 1 * * Performance Award Agreement between Duke Energy Corporation 
and James E. Rogers, dated April 4, 2006 (filed with Form 8-K of 
Duke Energy Corporation, File No. 1-32853, April 6, 2006, as 
Exhibit 10.2). 

10.45.2** Phantom Stock Grant Agreement between Duke Energy Corporation 
and James E. Rogers, dated April 4, 2006 (filed with Form 8-K of 
Duke Energy Corporation, File No. 1-32853, April 6, 2006, as 
Exhibit 10.3). 
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10.46 Underwriting Agreement, dated as of November 12, 2008, with 
Barclays Capital Inc., Citigroup Global Markets Inc. and Credit 
Suisse Securities (USA) LLC, as representatives of the several 
underwriters named therein, in connection with Duke Energy 
Carolinas, LLC's issuance and sale of $400,000,000 aggregate 
principal amount of its First and Refunding Mortgage Bonds, 
5.75% Series C due 2013 and $500,000,000 aggregate principal 
amount of its First and Refunding Mortgage Bonds, 7.00% Series C 
due 2018 (filed with the Form 8-K of the registrant. File No. 
1-4928, November 17, 2008, as item 99.1). 

10.47 $2,650,000,000 Amended and Restated Credit Agreement, dated 
as of June 28, 2007, among Duke Energy Corporation, Duke 
Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy 
Indiana, Inc. and Duke Energy Kentucky, Inc., as Borrowers, the 
banks listed therein, Wachovia Bank, National Association, as 
Administrative Agent, JPMorgan Chase Bank, National Association, 
Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as 
Co-Syndication Agents and The Bank of Tokyo-Mitsubishi, Ltd., 
New York Branch and Credit Suisse, as Co-Documentation Agents 
(filed in Form 8-K of Duke Energy Ohio, Inc., July 5, 2007, File 
No. 1-1232, as Exhibit 10.1). 

10.47.1 Amendment No. 1 to the Amended and Restated Credit Agreement 
(filed on Form 8-K of Duke Energy Ohio, Inc., March 12, 2008, 
File No. 1-1232, as Exhibit 10.1). 

10.48 Underwriting Agreement in connection with PSl Issuance and sale 
of $350,000,000 aggregate principal amount of its 6.12% 
Debentures due 2035 (filed with Form 10-Q of Duke Energy 
Indiana, Inc. (formeriy PSl Energy, Inc.) forthe quarter ended 
September 30, 1996, File No. 1-3543). 

10.49 * * Form Phantom Stock Award Agreement and Election to Defer (flled 
with Form 8-K of Duke Energy Corporation, File No, 

1-32853, May 16, 2006, as Exhibit 10.1). 

10.50 Keepwell Agreement, dated April 10, 2006, between Duke Capital 
LLC and Duke Energy Ohio, Inc. (flled with Form 10-K of Duke 
Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric 
Company), filed on April 14, 2006, File No. 1-1232). 

10.51 $2,000,000,000 Amended and Restated Credit Agreement among 
the registrant, such subsidiaries, the banks listed therein, Barclays 
Bank PLC, as Administrative Agent, and JPMorgan Chase Bank, 
N.A., as Syndication Agent (flled with Form 10-Q of Duke Energy 
Indiana, Inc. (formerly PSl Energy, Inc.) forthe quarter ended 
September 30, 1996, File No. 1-3543). 

10.51.1 $2,650,000,000 Amended and Restated Credit Agreement, dated 
as of June 28, 2007, among Duke Energy Corporation, Duke 
Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy 
Indiana, Inc. and Duke Energy Kentucky, Inc., as Borrowers, the 
banks listed therein, Wachovia Bank, National Association, as 
Administrative Agent, JPMorgan Chase Bank, National Association, 
Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as 
Co-Syndication Agents and The Bank of Tokyo-Mitsubishi, Ltd., 
New York Branch and Credit Suisse, as Co-Documentation Agents 
(filed in Form 8-K of Duke Energy Indiana, Inc., July 5, 2007, File 
No. 1-3543, as Exhibit 10.1). 

10.51.2 Amendment No. 1 to the Amended and Restated Credit Agreement 
(filed In Form 8-K of Duke Energy Indiana, Inc., March 12, 2008, 
File No. 1-3543, as Exhibit 10.1). 
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10.52 Agreements with Piedmont Electric Membership Corporation, , X 
Rutherford Electric Membership Corporation and Blue Ridge Electric 
Membership Corporation to provide wholesale electricity and related 
power scheduling seivices from September 1, 2006 through 
December 3 1 , 2021 (filed with the Form 10-Q of Duke Energy 
Corporation for the quarter ended June 30, 2006, File No. 
1-32853, as Exhibit 10.15). 

10.53 Asset Purchase Agreement by and between Duke Energy Indiana, X 
Inc., as Seller, and Wabash Valley Power Association, Inc., as 
Buyer, Dated as of December 1, 2006 (filed with Form 10-Q of 
Duke Energy Indiana, Inc. (formerly PSl Energy, Inc.) for the quarter 
ended September 30, 1996, File No. 1-3543). 

10.54 Purchase and Sale Agreement by and among Cinergy Capital & X 
Trading, Inc., as Seller, and Fortis Bank, S.A./N.V., as Buyer, dated 
as of June 26, 2006 (flled with Form 8-K of Duke Energy 
Corporation, File No. 1-32853, June 30, 2006, as Exhibit 10.1). 

10.55 $330,000,000 Letter of Credit Agreement dated as of X 
September 19, 2008, among Duke Energy Indiana, Inc., Duke 
Energy Kentucky, Inc., the banks listed therein, Bank of America, 
N.A., as Administrative Agent, Banco Bilbao Vizcaya Argentaria, 
S.A.-New York Branch, as Syndication Agent, and the Bank of 
Tokyo-Mitsubishi UFJ, Ltd., Intesa Sanpaolo S.p.A., New York 
Branch, Mizuho Corporate Bank (USA), and Wells Fargo Bank, 
National Association, as Co-Documentation Agents (flled with Form 
10-Q of Duke Energy Indiana, Inc. forthe quarter ended 
September 30, 2008, File No. 1-3543, as Exhibit 10.1). 

10 .56* * Form of Amendment to Performance Award Agreement and X 
Phantom Stock Award Agreement (flled with Form 8-K of Duke 
Energy Corporation, File No. 1-32853, August 24, 2006, as Exhibit 
10.1). 

10.57 Engineering, Procurement and Construction Management Agreement X 
dated December 15, 2008 between Duke Energy Indiana, Inc. and 
Bechtel Power Corporation (Portions of the exhibit have been 
omitted and filed separately with the Securities and Exchange 
Commission pursuant to a request for confidential treatment 
pursuant to Rule 24b-2 under the Securities Exchange Act of 1934, 
as amended). 

10 .58** Form of Amendment to Phantom Stock Award Agreement (filed with X 
Form 8-K of Duke Energy Corporation, File No. 
1-32853, August 24, 2006. as Exhibit 10.2). 

10.59 Formation and Sale Agreement by and among Duke Ventures, LLC, X 
Crescent Resources, LLC, Morgan Stanley Real Estate Fund V U.S. 
LP., Morgan Stanley Real Estate Fund V Special U.S., LP., Morgan 
Stanley Real Estate Investors V U.S., L.P., MSP Real Estate Fund V, 
L.P., and Morgan Stanley Strategic Investments, Inc., dated as of 
September 7, 2006 (filed with the Form 10-Q of Duke Energy 
Corporation for the quarter ended September 30, 2006, File No. 
1-32853, as Exhibit 10.3). 

10.60 Fifteenth Supplemental Indenture, dated as of April 3, 2006, among X 
the registrant, Duke Energy and JPMorgan Chase Bank, N.A. (as 
successor to Guaranty Trust Company of New York), as trustee (the 
"Trustee"), supplementing the Senior Indenture, dated as of 
September 1, 1998, between Duke Energy Carolinas, LLC (formerly 
Duke Energy Corporation) and the Trustee (flled with the Form 10-Q 
of Duke Energy Corporation for the quarter ended June 30, 2006, 
File No. 1-32853, as Exhibit 10.1). 
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10.61 * * Duke Energy Corporation 2006 Long-Term Incentive Plan (filed 
with Form 8-K of Duke Energy Corporation, File 
No. 1-32853, October 27, 2006, as Exhibit 10.1). 

10.62 Tax Matters Agreement, dated as of December 13, 2006, by and 
between Duke Energy Corporation and Spectra Energy Corp (filed 
with Form 8-K of Duke Energy Corporation, File 

No. 1-32853, December 15, 2006, as Exhibit 10.1). 

10.63 Transition Services Agreement, dated as of December 13, 2006, by 
and between Duke Energy Corporation and Spectra Energy Corp 
(filed with Form 8-K of Duke Energy Corporation, File 
No. 1-32853, December 15, 2006, as Exhibit 10.2). 

10.63.1 AmendmentNo. 1 to the Transition Services Agreement, dated as 
of December 13, 2006, by and between Duke Energy Corporation 
and Spectra Energy Corp. (filed In Form 10-Q of Duke Energy 
Corporation forthe quarter ended March 3 1 , 2007, File 

No. 1-32853, as Exhibit 10.4). 

10.63.2 Amendment No. 2 to the Transition Services Agreement, dated as 
of December 13, 2006, by and between Duke Energy Corporation 
and Spectra Energy Corp. (flled in. Form 10-Q of Duke Energy 
Corporation for the quarter ended March 3 1 , 2007, File 
No. 1-32853, as Exhibit 10.5) 

10.63.3 Amendment No. 3 to the Transition Services Agreement, dated as 
of December 13, 2006, by and between Duke Energy Corporation 
and Spectra Energy Corp. (flled In Form 10-Q of Duke Energy 
Corporation for the quarter ended June 30, 2007, File 

No. 1-32853, as Exhibit 10.3). 

10.63.4 Amendment No. 4 to the Transition Services Agreement, dated as 
of June 30, 2007, by and between Duke Energy Corporation and 
Spectra Energy Corp. (filed in Form 10-Q of Duke Energy 
Corporation for the quarter ended September 30, 2007, File 
No. 1-32853, as Exhibit 10.1). 

10.64 Employee Matters Agreement, dated as of December 13, 2006, by 
and between Duke Energy Corporation and Spectra Energy Corp. 
(filed with Form 8-K of Duke Energy Corporation, File 

No. 1-32853, December 15, 2006, as Exhibit 10.3) 

10.65 First Amendment to Employee Matters Agreement, dated as of 
September 28, 2007 (filed in Form 10-Q of Duke Energy 
Corporation for the quarter ended September 30, 2007, File 
No. 1-32853, as Exhibit 10.3). 

10.66 * * Duke Energy Corporation Directors'Savings Plan I & II, as amended 

and restated (filed with Form 8-K of Duke Energy Corporation, 
dated October 3 1 , 2007, File No. 1-4298, as Exhibit 10.2). 

10.67 * * Form of Phantom Stock Award Agreement (filed in Form 8-K of 
Duke Energy Corporation, March 8, 2007, File No. 1-32853, as 
item 10.01). 

10.68 * * Form of Performance Share Award Agreement (filed in Form 8-K of 

Duke Energy Corporation, March 8, 2007, File No. 1-32853, as 
item 10.02). 
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10.69 Separation and Distribution Agreement, dated as of December 13, X 
2006, by and between Duke Energy Corporation and Spectra 
Energy Corp. (filed in Form 8-K of Duke Energy Corporation, File 
No. 1-32853, December 15, 2006, as item 2.1). 

10.69.1 Amendment No. 1 to the Separation and Distribution Agreement, X 
dated as of December 13, 2006, by and between Duke Energy 
Corporation and Spectra Energy Corp. (flled in Form 10-Q of Duke 
Energy Corporation forthe quarter ended March 3 1 , 2007, File 
No. 1-32853, as Exhibit 10.3). 

10.70 * * Amendmentto the Duke Energy Corporation 1998 Long-Term X 
Incentive Plan, effective as of February 27, 2007, by and between 
Duke Energy Corporation and Spectra Energy Corp. (filed In Form 
10-Q of Duke Energy Corporation for the quarter ended March 3 1 , 

2007, File No. 1-32853, as Exhibit 10.6). 

10.71 * * Amendment to the Duke Energy Corporation 2006 Long-Term X 
Incentive Plan, effective as of February 27, 2007, by and between 
Duke Energy Corporation and Spectra Energy Corp. (filed In Form 
10-Q of Duke Energy Corporation for the quarter ended March 3 1 , 
2007, File No. 1-32853, as Exhibit 10.7). 

10.72 $2,650,000,000 Amended and Restated Credit Agreement, dated X 
as of June 28, 2007, among Duke Energy Corporation, Duke 
Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy 
Indiana, Inc. and Duke Energy Kentucky, Inc., as Borrowers, the 
banks listed therein, Wachovia Bank, National Association, as 
Administrative Agent, JPMorgan Chase Bank, National Association, 
Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as 
Co-Syndication Agents and The Bank of Tokyo-Mitsubishi, Ltd., 
New York Branch and Credit Suisse, as Co-Documentation Agents 
(filed in Form 8-K of Duke Energy Corporation, July 5, 2007, File 
No. 1-32853, as Exhibit 10.1; the agreement was executed 
June 28). 

10.72.1 Amendment No. 1 to Amended and Restated Credit Agreement X 
(filed in Form 8-K of Duke Energy Corporation, March 12, 2008, 
File No. 1-32853, as Exhibit 10.1). 

10.73 Engineering, Procurement and Construction Agreement, dated X 
July 11 , 2007, by and between Duke Energy Carolinas, LLC and 
Stone & Webster National Engineering P.C. (portions of the exhibit 
have been omitted and filed separately with the Securities and 
Exchange Commission pursuant to a request for confidential 
treatment pursuant to Rule 24b-2 under the Securities Exchange 
Act of 1934, as amended) (flled in Form 10-Q of Duke Energy 
Corporation for the quarter ended September 30, 2007, File 
No. 1-32853, as Exhibit 10.2). 

10.74 * * Change in Control Agreement by and between Duke Energy X 
Corporation and James L. Turner, dated April 4, 2006 (filed with 
Form 10-K of Duke Energy Corporation for the year ended 
DecemberSl, 2007, File No. 1-32853, as Exhibit 10.64.1). 

10.75 * * Change in Control Agreement by and between Duke Energy X 
Corporation and Marc E. Manly, dated April 4, 2006 (flled with 
Form 10-K of Duke Energy Corporation for the year ended 
DecemberSl, 2007, File No. 1-32853, as Exhibit 10.66.1). 
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10.76 Amended and Restated Engineering, Procurement and Construction x 
Agreement, dated February 20, 2008, by and between Duke Energy 
Carolinas, LLC and Stone & Webster National Engineering P.C. 
(portions of the exhibit have been omitted and filed separately with 
the Securities and Exchange Commission pursuant to a request for 
confidential treatment pursuant to Rule 24b-2 under the Securities 
Exchange Act of 1934, as amended) (filed in Form 10-Q of Duke 
Energy Corporation for the quarter ended March 3 1 , 2008, File No. 
1-32853, as Exhibit 10.1). 

10 .77** Form of Phantom Stock Agreement (filed on Form 8-K of Duke X 
Energy Corporation, February 22, 2008, File No. 1-32853, as 
Exhibit 10.1). 

10 .78** Form of Performance Share Agreement (filed on Form 8-K of Duke X 
Energy Corporation, February 22, 2008, File No. 1-32853, as 
Exhibit 10.2). 

10.79 Amendment No. 1 to the Amended and Restated Credit Agreement X 
(filed on Form 8-K of Duke Energy Corporation, March 12, 2008, 

File No. 1-32853, as Exhibit 10.1). 

10 .80** Summary of Director Compensation Program (flled in Form 10-Q of X 

Duke Energy Corporation for the quarter ended June 30, 2008, File 

No. 1-32853, as Exhibit 10.1). 

10.81 Agreement and Plan of Merger by and among DEGS Wind I, LLC, X 
DEGS Wind Vermont, Inc., Catamount Energy Corporation (flled in 
Form 10-Q of Duke Energy Corporation for the quarter ended 
June 30, 2008, File No. 1-32853, as Exhibit 10.2). 

10.82 Amended and Restated Engineering and Construction Agreement, X 
dated as of December 2 1 , 2009, by and between Duke Energy 

Carolinas, LLC and Shaw North Carolina, Inc. 

10.83 Operating Agreement of Pioneer Transmission, LLC (flled in Form X 
10-Q of Duke Energy Corporation for the quarter ended 

September 30, 2008, File No. 1-32583, as Exhibit 10.1). 

10 .84** Amendment to Duke Energy Corporation Executive Savings Plan, X 
effective as of August 26, 2008 (flled on Form 8-K of Duke Energy 
Corporation, September 2, 2008, File No. 1-32583, as Exhibit 
10.1). 

10 .85** Duke Energy Corporation Executive Cash Balance Plan, as Amended X 
and Restated Effective August 26, 2008 (flled on Form 8-K of Duke 
Energy Corporation, September 2, 2008, File No. 1-32583, as 
Exhibit 10.2). 

10 .86** Amendment to Employment Agreement with James E. Rogers, X 
effective as of August 26, 2008 (flled on Form 8-K of Duke Energy 
Corporation, September 2, 2008, File No. 1-32583 as Exhibit 
10.3). 

10 .87** Formof Amended and Restated Change in Control Agreement, X 
effective as of August 26, 2008 (filed on Form 8-K of Duke Energy 
Corporation, September 2, 2008, File No. 1-32583 as Exhibit 
10.4). 

10 .88** Amendment to Phantom Stock and Performance Awards with James X 
E. Rogers, effective as of August 26, 2008 (filed on Form 8-K of 
Duke Energy Corporation September 2, 2008, File No. 1-32853, as 
Exhibit 10.5). 
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Exhibit Duke Energy Duke Energy Duke Energy 
Number Duke Energy Carolinas Ohio Indiana 

10.89 * * Amendment to Deferred Compensation Agreement with James E. X 
Rogers, effective as of August 26, 2008 (filed on Form 8-K of Duke 
Energy Corporation, September 2, 2008, File No. 1-32583, as 
Exhibit 10.6). 

10.90 * * Amendment to Award Agreements pursuant to the Long-Term X 

Incentive Plans (Employees), effective as of August 26, 2008 (filed 
on Form 8-K of Duke Energy Corporation, September 2, 2008, File . 
No. 1-32583, as Exhibit 10.7). 

10.91 * * Amendment to Award Agreements pursuant to the Long-Term X 
Incentive Plans (Directors), effective as of August 26, 2008 (filed 
on Form 8-K of Duke Energy Corporation, September 2, 2008, File 
No. 1-32583, as Exhibit 99.1). 

10.92 * * Amendmentto Duke Energy Corporation Directors'Savings Plan, X 

effective as of August 26, 2008 (filed on Form 8-K of Duke Energy 
Corporation, September 2, 2008, File No. 1-32583, as 
Exhibit 99.2). 

10.93 * * Deferred Compensation Agreement dated December 16, 1992, X 

between PSl Energy, Inc. and James E. Rogers, Jr. 

10.94 Engineering, Procurement and Construction Management X 
Agreement dated December 15, 2008 between Duke Energy 
Indiana, Inc. and Bechtel Power Corporation. (Portions of the 
exhibit have been omitted and flled separately with the Securities 
and Exchange Commission pursuant to a request for confldential 
treatment pursuant to Rule 24b-2 under the Securities Exchange 
Act of 1934, as amended). 

10.95 RetirementAgreement by and between Duke Energy Business X 
Services LLC and David L. Hauser, effective as of June 22, 2009 
(filed on Form 8-K of Duke Energy Corporation, June 26, 2009, 

File No. 1-32853, as Exhibit 99.1). 

10.96 Amended and Restated Engineering and Construction Agreement, X X 
dated as of March 8, 2010, by and between Duke Energy 
Carolinas, LLC and Shaw North Carolina, Inc. (filed In Form 10-Q 
of Duke Energy Corporation for the quarter ended March 3 1 , 
2010, File No. 1-32853, as Exhibit 10.1). 

*10.97 * * Retirement Agreement dated December 9, 2010 between James L. X 
Turner and Duke Energy Business Services LLC (filed on Form 8-K 
of Duke Energy Corporafion, December 9, 2010, File No. 
1-32583 as Exhibit 10.1). 

1 0 . 9 8 * * Form of Performance Award Agreement of Duke Energy X 
Corporation (filed on Form 8-K of Duke Energy Corporation, 
February 22, 2011, File No. 1-32583 as Exhibit 10.1). 

10.99 * * Form of Phantom Stock Award of Duke Energy Corporation (filed X 
on Form 8-K of Duke Energy Corporation, February 22, 2011, File 
No. 1-32583 as Exhibit 10.2). 

10 .100** Form of Performance Award Agreement by and between Duke X 
Energy Corporation and James E. Rogers (flled on Form 8-K of 
Duke Energy Corporation, February 22, 2011, File No. 1-32583 
as Exhibit 10.3). 

10.101 Duke Energy Corporation Executive Severance Plan (filed on Form X 

8-K of Duke Energy Corporation, January 10, 2011 , File No. 
1-32583 as Exhibit 10.1). 

10.102* Form of Amendment to Change in Control Agreement by Duke X 
Energy Corporation. 
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Exhibit 
Number 

Duke Energy Duke Energy Duke Energy 
Duke Energy Carolinas Ohio Indiana 

10.103 $200,000,000 Credit Agreement dated as of April 7, 2010 among 
Duke Energy Corporation and Duke Energy Carolinas, LLC, as 
Borrowers, the banks listed therein. Branch Banking and Trust 
Company, as Administrative Agent, Regions Bank, as Syndication 
Agent and First Tennessee Bank N.A. and RBC Bank (USA) as 
Co-Documentation Agents (filed on Form 8-K of Duke Energy 
Corporation, April 12, 2010, File No. 1-32583 as Exhibit 10.1). 

10.104 Ninety-First Supplemental Indenture dated as of June 7, 2010 of 
Duke Energy Carolinas, LLC to The Bank of New York Mellon Trust 
Company, N.A., as Trustee (flled on Form 8-K of Duke Energy 
Carolinas, LLC, June 7, 2010, File No. 1-04928 as Exhibit 4.1). 

10.105 Sixty-Second Supplemental Indenture, dated as of July 9, 2010, 
between the Company and Deutsche Bank National Trust 
Company, as trustee, providing for the issuance of the Bonds, (filed 
on Form 8-K of Duke Energy Indiana, July 9, 2010, File 

No. 1-03543 as Exhibit 4.1). 

*12.1 Computation of Ratio of Earnings to Fixed Charges - DUKE 
ENERGY CORPORATION 

*12.2 Computation of Ratio of Earnings to Fixed Charges - DUKE 
ENERGY CAROLINAS 

*12.3 Computation of Ratio of Earnings to Fixed Charges - DUKE 
ENERGY OHIO 

*12.4 Computation of Ratio of Earnings to Fixed Charges - DUKE 

ENERGY INDIANA 

*21 List of Subsidiaries. 

*23.1.1 Consent of Independent Registered Public Accounting Firm. 

*23.1.2 Consent of Independent Registered Public Accounting Firm. 

*23.1.3 Consent of Independent Registered Public Accounting Firm. 

*23.1.4 Consent of Independent Registered Public Accounting Firm. 

*24.1 Power of attomey authorizing Lynn J. Good and others to sign the 
annual report on behalf of the registrant and certain of its directors 
and officers. 

*24.2 Certified copy of resolution of the Board of Directors of the registrant 

authorizing power of attorney. 

*31.1.1 Certification of the Oh let Executive Officer Pursuant to Section 302 
of the Sarbanes-Oxley Act of 2002. 

*31.1.2 Certification of the Chief Executive Officer Pursuant to Section 302 
of tiie Sarbanes-Oxley Act of 2002. 

*31.1.3 Certification of the Chief Executive Officer Pursuant to Section 302 
of the Sarbanes-Oxley Act of 2002. 

*31.1.4 Certification of the Chief Executive Officer Pursuant to Section 302 

of the Sarbanes-Oxley Act of 2002. 

*31.2.1 Certification ofthe Chief Financial Officer Pursuantto Section 302 
of the Sarbanes-Oxley Act of 2002. 

*31.2.2 Certification of the Chief Financial Officer Pursuant to Section 302 
of the Sarbanes-Oxley Act of 2002. 
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Exhibit 
Number Duke Energy 

Duke Energy 
Carolinas 

Duke Energy 
Ohio 

Duke Energy 
Indiana 

*31.2.3 Certification of the Chief Financial Officer Pursuant to Section 302 
of the Sarbanes-Oxley Act of 2002. 

*31.2.4 Certification of the Chief Financial Officer Pursuant to Section 302 
of the Sarbanes-Oxley Act of 2002. 

*32.1.1 Certification Pursuantto 18 U.S.C. Section 1350, as Adopted 
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

*32.1.2 Certiflcation Pursuant to 18 U.S.C. Section 1350, as Adopted 
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

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

*32.1.4 Certification Pursuantto 18 U.S.C. Section 1350, as Adopted 
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

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

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

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

*32.2.4 Certiflcation Pursuant to 18 U.S.C. Section 1350, as Adopted 
Pursuant to Section 906 ofthe Sarbanes-Oxley Act of 2002. 

101 Financials in XBRL Format X 

The total amount of securities of the registrant or Its subsidiaries authorized under any instmment with respect to long-term debt not flled as 

an exhibit does not exceed 1 0 % of the total assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon 

request of the Securities and Exchange Commission, to furnish copies of any or all of such instruments to it. 
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DUKE ENERGY CORPORATION 

INVESTOR INFORMATION 

Annual Meeting 
The 2011 Annual Meeting of 
Duke Energy Shareholders 
will be; 

Date; Thursday, May 5, 2011 

Time: 10 a.m. 

Place: O.J. Miller Auditorium 
Energy Center 
526 South Church Street 
Charlotte, NC 28202 

Shareholder Services 
Shareholders may call 800-488-3853 
or 704-382-3853 with questions 
about their stock accounts, legal transfer 
requirements, address changes, replace
ment dividend checks, replacement 
of lost certificates or other services. 
Additionally, registered shareholders 
can view their account online 
through DUK-Online, available at 
www.duke-energy.com. 

Send written requests to; 

Investor Relations 
Duke Energy 
RO. Box 1005 
Charlotte, NC 28201-1005 

For electronic correspondence, visit 
www.duke-energy com/investors/ 
contactlR. 

Stock Exchange Listing 
Duke Energy's common stock is listed 
on the New York Stock Exchange. The 
company's common stock trading 
symbol is DUK. 

Website Addresses 
Corporate home page: 

www.duke-energy.com 
Investor Relations: 

www.duke-energy.com/investors 

InvestorDirect Choice Plan 
The InvestorDirect Choice Plan 
provides a simple and convenient way 
to purchase common stock directly 
through the company, without incurring 
brokerage fees. Purchases may be 
made weekly. Bank drafts for monthly 
purchases, as well as a safekeeping 
option for depositing certificates into 
the plan, are available. 

The plan also provides for full 
reinvestment, direct deposit or cash 
payment of a portion of the dividends. 
Additionally, participants may register 
for DUK-Online, our online account 
management service. 

Financial Publications 
Duke Energy's annual report and related 
financial publications can be found 
on our website at www.duke-energy. 
com/investors. Printed copies are also 
available free of charge upon request. 

Duplicate Mailings 
If your shares are registered in different 
accounts, you may receive duplicate 
mailings of annual reports, proxy 
statements and other shareholder 
information. Call Investor Relations for 
instructions on eliminating duplications 
or combining your accounts. 

Transfer Agent and Registrar 
Duke Energy maintains shareholder 
records and acts as transfer agent 
and registrar for the company's 
common stock. 

Dividend Payment 
Duke Energy has paid quarterly cash 
dividends on its common stock for 
84 consecutive years. Forthe remainder 
of 2011, dividends on common stock 
are expected to be paid, subject to 
declaration by the Board of Directors, 
on June 16, Sept 16 and Dec. 16. 

Bond Trustee 
If you have questions regarding your 
bond account, call 800-254-2826, 
or write to: 

The Bank of New York Mellon 
Global Trust Services 
101 Barclay Street— 21st Floor 
New York, NY 10286 

Send Us Feedback 
We welcome your opinion on 
this annual report. Please visit 
www.duke-energy com/investors, 
where you can view and provide 
feedback on both the print and online 
versions of this report. Or contact 
Investor Relations directly. Duke Energy 
is an equal opportunity employer. 
This report is published solely to 
inform shareholders and is not to be 
considered an offer, or the solicitation 
of an offer, to buy or sell securities. 

Products with a Mixed Sources 
label support the development of 
responsible forest management 
worldwide. The wood comes 
from Forest Stewardship CounclT 
(FSC)™-certlfied well-managed 
forests, company-controlled 
sources and/or recycled material. 
This annual report is printed on 
paper manufactured with energy 
generated from renewable sources. 

FSC 
wwwfsc.org 

MIX 

FSC C015782 

http://www.duke-energy.com
http://www.duke-energy
http://www.duke-energy.com
http://www.duke-energy.com/investors
http://www.duke-energy
http://www.duke-energy
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^ D u k e 
LWEnergy® 

526 South Church Street 
Charlotte, NC 28202-1802 
www.duke-energy.com 

OUR MISSION 

At Duke Energy, we make people's lives better by 
providing gas and electric services in a sustainable 
way — affordable, reliable and clean. This requires us 
to constantly look for ways to improve, to grow and to 
reduce our impact on the environment. 

OUR VALUES 

Safety: We put safety first in all we do. 

Caring: We look out for each other. We strive to make 
the environment and communities around us better 
places to live. 

Integrity: We do the right thing. We honor our 
commitments. We admit when we're wrong. 

Openness: We're open to change and to new ideas from 
our co-workers, customers and other stakeholders. We 
explore ways to grow our business and make it better. 

Passion: We're passionate about what we do. We strive 
for excelle'nce. We take personal accountability for 
our actions. 

Respect: We value diverse talents, perspectives and 
experiences. We treat others thie way we want to 
be treated. 

http://www.duke-energy.com
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WHAT IS SIMPLE 
ABOUT PROVIDING 
AFFORDABLE, 
RELIABLE AND 
CLEAN ENERGY? 

w.. 

Duke 
Energy 
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WHAT IS SliPLE ABOUT PiOf l i l lG 
AFFOiiAILE, iELIAILE AID CLEAN ElEiGf ? 

;; N o t H U C l l ! Providing energy aroynd 
j the clock is more complicated than just 
•j flipping a switch. We must manage 

• i COmplei t r a d i - i f f S . For instance, investing 
j in fossil fuels to produce electricity is desired 

by some because they are affordable and reliable, 
but they also produce environmental emissions. 
Renewable fuels have little or no emissions, 
but they also are not yet as affordable or reliable 
as fossil fuels. Additionally, we must balance 
customer needs for affordable, reliable and 
cleaner energy with investor needs for competitive 
returns on their invested capital. In this year's 
report, we will show you how we balance these 
trade-offs to generate sustainable growth that 
benefits all of our stakeholders. 
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FliAICIIL IliHLIGHTS "̂̂  ^ 

(In millions, except per-share amounts) ^ 2009 2008 ^ 2007 2006 2005 

Statement of Operations 
Total operating revenues $12,731 $13,207 $12,720 $10,607 $6,906 
Total operating expenses 10,518 10,765 10,222 9,210 5,586 
Gains on sales of investments in commercial and multi-family real estate — . : _ _ ; 201 191 
Gains (losses) on sales of other assets and other, net ___^ 36 69 (5) 223 (55) 

Operating income 2,249 2,511 2,493 1,821 1,456 
Total other income and expenses 333 121 428 354 217 
Interest expense ^ 751 741 685 _ ^ 2 _ 381^ 

Income from continuing operations before income taxes 1,831 1,891 2.236 1,543 1,292 
Income tax expense from continuing operations ^ 758 616 712 450 ___^Z^ 

Income from continuing operations 1,073 1,275 1,524 1,093 917 
Income (loss) from discontinued operations, net of tax 12 16 (22) 783 935 

Income before cumulative effect of change in accounting principle 
and extraordinary items 1,085 i;291 1,502 1,876 1,852 

Cumulative effect of change in accounting principle, 
net of tax and noncontrolling interest — _ _ - - (4) 

Extraordinary items, net of tax 

Net income 
Dividends and premiums on redemption of preferred and preference stock 
Net income (loss) attributable to noncontrolling interests 

Net income attributable to Duke Energy Corporation 

/ — 
1,085 

10 

$ 1,075 

67 

1,358 

; (4) 

$ 1,362 $ 

_ 
1,502 

2 

1,500 $ 

:-̂ ' 
1,876; 

: : 13 

1,863 

— 
1,848 

12 
24 

$ 1,812 

Ratio of Earnings to Fixed Charges 3.0 3.4 3.7 2.6 
Common Stock Data 
Shares of common stock outstanding''̂ * 

Year-end 
Weighted average—basic 
Weighted average—diluted 

j : Income from continuing operations attributable to Duke Energy Corporation 
I common shareholders 
I Basic 
I Diluted 
•} , Income (loss) from discontinued operations attributable to 
; Duke Energy Corporation common shareholders 

J Basic 

Diluted 
! Earnings per share (before cumulative effect of change 
•i in accounting principle and extraordinary items) 
J Basic 

• • j Diluted 
•! Earnings per share (from extraordinary items) 
t Basic 
f Diluted 
j Net income attributable to Duke Energy Corporation common shareholders 
' Basic 
J Diluted 
i Dividends per share''" 
' Balance Sheet 

•I 

j Total assets 
: Long-term debt including capital leases, less current maturities 

I (a) Significant transactions reflected in ttie resuits above include: 2009 impairment of goodwill and other assets (see Note 11 to ttie Consolidated Financial Statements, "Goodwill and 
I Intangible Assets"), 2007 spinoff of ttie natural gas businesses (see Note 1 to the Consolidated Financial Statements, "Summary of Significant Accounting Policies"), 2006 merger witti 
i Cinergy, 2006 Crescent joint venture transaction and subsequent deconsolidation effective Sept. 7, 2006, 2005 DENA disposition, 2005 deconsolidation of DCP Midstream effective 

J July 1,2005, and 2005 Duke Energy Field Services, LLC (DEFS) sale of Texas Eastern Products Pipeline Company, LLC (TEPPGO). 
i (b) Periods prior to 2009 have been recast to reflect the adoption of the noncontrollitig interest presentation provisions of Accounting Standards Codification 810 - Consolidation, which was 
i adopted by Duke Energy effective Jan. 1, 2009. 

_.; (c) 2006 increase primarilyattributableto issuanceofapproximately 313 miliionsharesin connection with Duke Energy's mergerwith Cinergy. 
' i (d) 2007 decrease due to the spinoff of the natural gas businesses to shareholders on Jan; 2, 2007, as dividends subsequent to the spinoff were split proportionately between Duke Energy 
' J and Spectra Energy, such that the sum ofthe dividends of the two stand-alone companies approximated the former total dividend of Ouke Energy prior to the spinoff, 
.J See Notes to Consolidated Financial Statements in Duke Energy's 2009 Form 10-K. ! 
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1,309 
1,293 
1,294 

$ 0.82 
0.82 

$ 0.01 
0.01 

$ 0.83 
0.83 

$ — 

$ 0.83 
0.83 
0.94 

$57,040 
$15,113 

$ 

$ 

$ 

$ 

$ 

1,272 
1,265 
1,267 

1.01 
1.01 

0.02 
0.01 

1.03 
1.02 

0.05 
0.05 

1.08 
1.07 
0.90 

$53,077 
$13,250 

$ 

$ 

$ 

$ 

$ 

1,262 
1,260 
1,265 

1.21 
1.20 

(0.02) 
(0.02) 

1.19 
1.18 

— 

1.19 
1.18 
0.86 

$49,686 
$ 9,498 

$ 

$ 

$ 

$ 

$ 

1,257 
1,170 
1,188 

0.92 
0,91 

0.67 
0.66 

1.59 
1.57 

— 

1.59 
1.57 
1.26 

$68,700 
$18,118 

$ 

$ 

$ 

$ 

$ 

928 
934 
970 

0.94 
0.92 

1.00 
0.96 

1.94 
1.88 

— 

1.94 
1.88 
1.17 

$54,723 
$14,547 



ClIliiAI'S LETTEi 
TO STAKEHOLDERS 

JAMES E. ROGERS 

Chairman, President and 
Chief Executive Officer 

Dear fellow investors, customers, employees and all others who have a vested interest in our 
success — including our partners, suppliers, policymakers, regulators and communities: 

Flipping a liglit switcli is simple. Our mission of providing our customers 
with affordable, reliable and cleaner energy, 24/7, is not. 

Our industry is capital-intensive. Our assets are built to last for decades to 
meet the long-term needs of our customers. We must make billion-dollar investment 
decisions today to build large-scale plants that \N\\\ operate half a century or more. 
Today's uncertainties around new environmental regulations and climate change 
legislation make these decisions even more difficult. 

We expect Congress or the U.S. Environmental Protection 
Agency (EPA) to regulate carbon emissions as early as 2011. 
We also expect an onslaught of new environmental regulations 
on coal — not only for carbon emissions, but also for hazardous 
air pollutants, ash ponds, the production of coal from moun
taintop removal and water discharge. These new rules could 
require us to retrofit or retire thousands of megawatts (MW) of 
coal-fired generation, beyond what we were already planning. 

We make the best decisions when we listen carefully to 
our stakeholders, bring our expertise to bear on critical political, 
economic and environmental issues, and stay focused on 
our mission. Engaging constructively in a dialogue will help 
protect the interests of both our customers and our investors. 

ABAUiCINGACT 
We must act today to ensure an affordable, reliable and 
cleaner supply of energy for our customers in the future. 
Between 2010 and 2012, we expect to invest between 
$14 billion and $15 billion to modernize our aging regulated 
generation, transmission and distribution system, maintain 
our existing facilities, and sustain earnings and cash flow 
from our commercial businesses. As we work to achieve 
constructive regulatory recovery of our investments and 
earn fair returns on capital, we will strive to smooth 
out and reduce the impact of future rate increases on 
our customers. 

OOKE ENERGY CORPORATION / 2009 ANNUAL REPORT 5 



LETTER TO STAKEHOLDERS (CONTINUED) 

Our strategies are clean 
• Modernize our facilities to repower the regions we serve, 

improve reliability, create new jobs and reduce our 
environmental impact. 

• Execute on a new regulatory model for energy efficiency 
to help our customers save money and make the 
communities we serve more energy efficient. 

• Keep our commercial businesses profitable and 
focused on earning solid economic returns. 

• Engage on the front lines of the climate change, 
energy and environmental debates to help protect 
the interests of our stakeholders, especially our 
customers and investors. 

The table on pages 2 and 3 of this report summarizes 
our strategic initiatives, which I discuss in greater detail 
below. Some of these are early-stage initiatives designed to 
create options, such as our ongoing efforts to expand energy 
efficiency. Some remain central to our strategy regardless 
of what happens, such as modernizing our generation fleet 
and our grid, and expanding our renewable energy portfolio. 

Finally, other initiatives, such as our proposed nuclear 
plant projects, have a longer time frame. To succeed in 
these efforts, we must be alert to changes that may require 
course adjustments. 

2009 RESULTS 

Last year was difficult for both our customers and our 
industry. On a weather-normalized basis, our customers' 
demand for power was down approximately 4 percent, 
primarily due to declines in manufacturing load. Cooler 
summers in both the Midwest and the Southeast also 
reduced electricity demand. 

We can't control the economy or the weather, so 
throughout the year, we focused on what we could control. 
We aggressively managed our costs — reducing our 
planned operating and maintenance expenses by more 
than $150 million, exceeding our $100 million target. 

Our regulated operations also maintained high 
operational performance. Our nuclear fleet had one of the 
best years in its history, and our fossil plants had their best 
year for availability and reliability in 10 years. 

Our commercial businesses include our growing 
renewable energy portfolio, our international assets in Latin 
America, our competitive fossil generation and retail sales 
business in Ohio, and our natural gas generation in the 

Midwest. Last year, in total, our commercial businesses 
increased both eamings and cash flows. 

In our renewables business, we added just over 360 MW 
of wind power and ended 2009 with approximately 735 MW 
in commercial operation. In Latin America, our 4,000 MW 
of highly contracted hydroelectric and gas plants generated 
strong cash flows and earnings. 

In Ohio, the recession drove down wholesale power 
prices, and competitors set out to undercut our locked-in 
rates. We met this challenge by launching a strategy to 
attract customers seeking competitive suppliers with our 
own competitive retail supplier, Duke Energy Retail Sales. 
As you would expect, this required us to reduce our margins 
in order to retain some of our customers. In 2010, we will 
continue our efforts to mitigate customer switching, as 
well as position and maximize the value of our Ohio and 
Midwest businesses in the wholesale generation market. 

With our sizable investments to modernize our energy 
infrastructure, capital is our lifeblood. Thanks to our strong 
balance sheet, we had remarkable access to the capital 
markets. We issued $3.75 billion of fixed-rate debt at an 
average 5.2 percent interest rate in 2009. Over the past 
two years, we issued more than $7 billion of fixed-rate 
debt at favorable rates and terms, and $600 million of equity 
through our dividend reinvestment plan (DRIP) and other 
internal plans. At year-end, our debt to total capitalization 
ratio was 44 percent, and we maintained our investment-
grade corporate credit ratings. 

Due to our employees' extraordinary efforts last year, 
we exceeded our 2009 employee incentive target by 
2 cents, earning $1.22 per share on an adjusted diluted 
basis. Reported diluted earnings per share (EPS) were 
83 cents for 2009. 

Our total shareholder return — the change in stock 
price plus dividends — was up 22 percent for the year. 
That compares favorably with the Philadelphia Utility Index 
(made up of 20 peer companies, including Duke Energy), 
which was up only 10 percent in 2009. Over the past 
three years, Duke Energy has achieved a positive 4 percent 
shareholder return, while the utility index dropped nearly 
5 percent. 

Even though our adjusted earnings have been essentially 
flat over the last three years, we grew our dividend an average 
of approximately 4 percent each year during this period. 

The one area where we didn't meet expectations is 
employee and contractor safety After a fatality-free 2008, 
we suffered three contractor deaths in 2009. This reminds 
us of the hazards involved in bringing energy to millions of 
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Our total shareholder return — the change in stock price plus dividends — was up 22 percent for the year That 

compares favorably with the Philadelphia Utility Index (made up of 20 peer companies, including Duke Energy), 

which was up only 10 percent in 2009. Over the past three years, Duke Energy has achieved a positive 

4 percent shareholder return, while the utility Index dropped nearly 5 percent 

people. Even though our injury rate trended to the lowest it's 
ever been, any injuries or fatalities are unacceptable. I have 
challenged all of our employees and contractors to redouble 
their efforts in this area. 

For the fourth year in a row, Duke Energy was named 
to the Dow Jones Sustainability Index for North American 
companies in the electric utility sector. Early in 2010, 
Corporate Knights magazine named us one ofthe 100 most 
sustainable companies in the world. And, in March 2010, 
we were named one of the 100 Best Corporate Citizens for 
the second consecutive year by Corporate Responsibility 
(OR) magazine. 

I invite you to review our 200912010 Sustainability 
Report, available on www.duke-energy.com, to learn more 
about our commitment to do business in ways that are good 
for people, the planet and profits. 

2010 OUTLOOK 

In the latter half of 2009, it seemed that the economy might 
be stabilizing. However, with double-digit unemployment in 
several of our jurisdictions, we expect economic growth for 
the next few years to be anemic. Our 2009 year-end results 
and our current economic projections lead us to a 2010 
earnings outlook range of $1.25 to $1.30 EPS on an adjusted 
diluted basis. This range puts us on track to grow long-term 
adjusted diluted EPS at a compound annual growth rate of 
4 to 6 percent, from a 2009 base year. 

In 2010, we will need to fund about $3.5 billion to 
complete our construction programs and address the negative 
cash flow impacts of the ongoing economic downturn. 
Externally, we expect to issue approximately $2.3 billion in 
new debt securities and raise approximately $400 million of 
new equity through our DRIP and other internal stock plans. 
The remainder will come from the utilization of cash we real
ized from prefunding some of our 2010 financing needs in 
2009. The equity we plan to issue will help maintain our 
strong balance sheet. 

We are committed to growing the dividend, but at a 
slower rate than our growth in earnings. Over time, our 
payout ratio will trend downward to levels more consistent 
with our industry peers. Subject to board approval, we 
estimate a 2 percent dividend increase in 2010. 

S THt ENEKGI WE PROf IPt irrOiPiiLE? 
The first question we ask when we consider making a 
long-term investment to achieve our mission is: Will it 
provide affordable energy for our customers? Given our 
long lead times for construction, we must consider both 
present and future affordability. 

We are investing today in more efficient coal-fired 
plants and other technologies to maintain the fuel flexibility 
of our generation fleet. This will help to mitigate the impact 
of future price spikes for any one fuel, and smooth out 
customer bills. Replacing some of our oldest coal-fired 
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LETTER TO STAKEHOLDERS (CONTINUED) 

plants with new, efficient and lower-emitting coal units 
makes economic sense because of our nation's vast supply 
of affordable and reliable coal. 

Our 825-MW Cliffside advanced coal project in North 
Carolina is about 55 percent complete. We call this a 
"bridge plant" because when the new advanced-technology 
generating unit is finished in 2012, it will begin to replace 
a total of 1,000 MW of older, higher-emitting coal units, 
which we will retire from service. 

In Indiana, our 630-MW Edwardsport integrated 
gasification combined-cycle plant is about 50 percent 
complete. This is one of the cleanest, largest and most 
advanced coal gasification projects in the worid. When 
completed in 2012, it will replace 160 MW of older and 
higher-emitting generation that is more than half a century 
old. We are investing $17 million to study carbon capture at 
the site. We are also proposing to spend $42 million for the 
first phase of site selection and characterization studies for 
the permanent underground storage of up to 60 percent of 
the plant's carbon dioxide (COj) emissions. 

Additionally, we are building two very efficient 620-MW 
combined-cycle natural gas-fired plants at two existing coal-
fired power plant sites in North Carolina. When completed 
in 2011 and 2012, these cleaner-burning units will leverage 
our ability to use growing supplies of domestic natural gas. 
They will also enable the retirement of about 250 MW of older 
coal-fired units as part of the 1,000 MW referenced above. 

Another component of our modernization strategy 
includes investments in a more efficient electric grid to 
improve future reliability and to promote end-use energy 
efficiency I will discuss more about that below. 

Constructive capital recovery 
As a regulated utility, our only vehicle for earning on 

our plant and grid investments is the recovery of capital and 
earning a return on equity that regulators allow through our 
electric rates. The rate settlements we reached last year with 
neariy all of the parties in four of our five jurisdictions are 
prime examples of our work to achieve constructive regulatory 
outcomes for our customers and investors alike. We also 
successfully continued the ongoing construction work in 
progress (CWIP) recovery of financing costs for our Edwardsport 
cleaner-coal project in Indiana. 

Given the state of the economy, it's not easy asking for 
rate increases. But keep in mind, in the Carolinas alone, we 
have not raised our nonfuel base rates in those states since 
1991, and our rates remain competitive for our customers and 
for the communities we serve. For instance, in North Carolina, 

if our rates had kept up with inflation, our 1991 residential 
base rate of 7.1 cents per kilowatt-hour (kWh) would be 
neariy 11.2 cents per kWh today With the recently approved 
rate increase, the average residential customer will pay about 
9.2 cents per kWh, well below the national average of nearly 
11.8 cents per kWh for residential customers. 

To be able to provide customers with affordable power, 
we must seek and obtain constructive regulatory solutions 
in all five of our state jurisdictions. As we are granted timely 
recovery of our construction costs and expenses, and fair 
returns on our equity capital, we will be able to raise new 
capital at competitive and fair costs. Our regulatory framework 
to expand energy efficiency will also help to reduce energy 
costs, while earning fair returns for our investors. 

New partnerships to advance affordable power 
To accelerate the development of cleaner and more 

affordable coal technologies, we are sharing research and 
experience with U.S. partners, such as the Electric Power 
Research Institute (EPRI), an independent, nonprofit 
organization of scientists, engineers and other electricity 
experts from around-the worid. 

Last year, we entered into agreements with China's 
Huaneng Group and ENN Group, two of the nation's largest 
energy providers. We will work jointly to develop an array 
of clean energy technologies, not only carbon capture and 
storage, but also renewable energy, smart grid and battery 
storage. Like the United States, China has enormous coal 
reserves and huge potential for the permanent underground 
storage of COj. These ventures, along with our EPRI 
collaboration, will allow us to scale up and commercialize 
new technologies more rapidly, and at less cost. 

Nuclear is the only baseload generation that has zero 
greenhouse gas emissions. We continue to pursue plans, 
including potential regional partnerships, to develop a new 
2,234-MW nuclear power plant, the William States Lee III 
Nuclear Station, in Cherokee County S.C. If approved, the 
plant could come on line in the 2021 time frame. 

Bringing new nuclear energy capacity to the Midwest 
will help diversify that region's dependence on coal. Last year, 
we created the Southern Ohio Clean Energy Park Alliance 
to explore development of a nuclear power plant at a U.S. 
Department of Energy site in southern Ohio. 

Both nuclear ventures will help us achieve important 
economic and policy goals, and maintain our strategic 
flexibility However, we will proceed with these projects only 
if we can be assured of constructive rules that allow us to 
recover our.costs and earn fair returns. 

8 DUKE ENERGY CORPORATION / 2009 ANNUAL REPORT 



IS THE ENEiGf WE PiOf IDE RELIABLE? 
The next question we ask in meeting our mission is: Will 
the investments we make deliver reliable energy? Reliability 
depends on how electricity is delivered. Modernizing our 
transmission and distribution grid is key to improving 
reliability That's why we plan to invest up to $1 billion 
over five years to begin the conversion of our power delivery 
system into an advanced, state-of-the-art "smart grid." 

Smart grid benefits 
A smarter grid will create a digital, two-way information 

exchange between us and our customers. It will transform 
today's century-old power delivery system into an advanced 
energy network that delivers electricity and energy usage 
information. 

Today's analog meters give us just 12 data points per 
year — the after-the-fact monthly usage, which generates the 
monthly bill. Smart meters will provide us and our customers 
more than 9,000 data points every year. Armed with this 
new information, we will be able to make more accurate 
load forecasts and reduce our costs by better balancing supply 
and demand. But that's only the beginning of the story. 

Because smart meters will send information back to us, 
we'll know sooner when and where power outages occur. 
We'll be able to remotely identify trouble spots and restore 
service faster. In some cases, power outages will be avoided 
altogether due to the smart grid's "self healing" capability. 
Intelligent sensors and switches will automatically identify 
isolate and "cure" power line problems. Today we know 
that service is disrupted only when a customer calls to 
report the outage. 

iiiiliiiiiiii REGULATED OPERATIONS 

Q: Hiw will f i u r modtrnizafwii strategy leai to rsfenue and earnings irowth? 
A: This strategy is based on investing 
capitaltoday to replace older, 
inefficient and higher-emitting fossil 
generating plants, and to build a 
smarter grid to help us prepare for 
a lower-carbon, cleaner-energy future. 
This prudent investment of capital 
will increase our rate base and, with 
constructive regulation, it will lead 
to revenue and earnings growth. 

Q: ;WI| are pu infesting signifieant 
capital in a«w, power plants wisn load 
growth has fallen? 
A: We build plants to meet the 
long-term needs of our customers. 
Although the recessionary economy 
has impacted our near-term load, 
we must prepare for the future when 
demand growth returns. Regardless of 
the recession, we will need additional 
capacity to meet our peak demand in 

the future. In both the Carolinas and 
the Midwest, we have not built a new 
baseload power plant since the 1980s. 
The new cleaner-coal and gas-fired 
generating units we are building 
will replace the older fossil plants 
we anticipate retiring over the 
next decade. 

Q: lowtloyoijitiiiltiiacliisfs 
ccnstrictifi regulatorf iutctnes? 
A: We have a track record of 
recovering our investments through 
regulatory proceedings with an 
approach that balances the needs 
of all of our stakeholders — and 
involves all parties in negotiations to 
reach constructive settlements. Our 
current focus is to build support for 
closing the gap between the time we 
invest and the time it takes to recover 
our investment. 

Q: i l y i s tpgratiapliictlliice ', ' ' ' \ 
sigiifiant tor metting liaieial goals? /> 
A: Operating our plants and system 
with high availability and efficiency, 
while also providing excellent service 
at affordable rates, is necessary to 
build customer satisfaction and 
regulatory support. Our commitment, 
to operational excellence demonstrates 
our discipline in allocating capital to 
achieve top-tier performance. 

Q: Are pu identiffinf ither rsfaiiues 
tepii pur tradittonal buslntss? 
A: We are working to grow revenues 
outside the traditional electric sales 
business. These new sources 
include energy efficiency products 
and services, wholesale origination 
(supplying power to rural electric 
co-ops and municipalities) and our 
economic development efforts. 
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Our smart grid is also critical for meeting the power 

needs of plug-in hybrid electric and all-electric vehicles. 

To better understand these game-changing technologies, 

we are joining FPL Group to invest a combined $600 million 

with the goal that 100 percent of all new fleet vehicles 

purchased will be plug-in electric vehicles or plug-in hybrid 

electric vehicles by 2020. We also foresee great potential 

for job creation, as our nation builds the new recharging 

infrastructure for these vehicles. 

Through the end of 2009, we had invested 

approximately $90 million to deploy limited-scale smart 

grid projects. We continue to pursue smart grid deployments 

in North Carolina, South Carolina, Kentucky and Indiana. 

In December 2008, we received approval from the Public 

Utilities Commission of Ohio to move forward with full-scale 

deployment. After conducting successful pilot programs 

in 2009, we expect to install 140,000 smart electric and 

gas meters and other associated technologies in 2010. 

Our Ohio deployment will grow to more than 1 million smart 

meters and other components installed over the next five 

years. We are recovering these investments through an 

annual rate tracker in Ohio. 

In 2009, the U.S. Department of Energy (DOE) 

awarded us $200 million underthe American Recovery 

and Reinvestment Act to support our smart grid projects 

in the Midwest, and another $4 million toward our 

smart grid efforts in the Carolinas. We continue to work 

with the DOE on finalizing the terms of the grant contract. 

STRATEGIC FOCUS COMMERCIAL BUSINESSES 

Q: What is the value proposition for your commercial businesses, and how do they grow 
earnings and cash flow? 

A: Our commercial businesses 

consist of: Midwest Generation, 

Renewables and Duke Energy 

International (DEI). Combined, 

these businesses provide diverse 

geographic, technological and fuel-

sourcing advantages. This diversity 

is key to generating strong cash 

flows and earnings. 

Q: What is the Midwest Generation 

strategy? 

A: Midwest Generation includes 

about 4,000 megawatts (MW) of 

predominantly coal-fired generation 

plants that currently are dedicated to 

Duke Energy Ohio customers, and 

about 3,600 MW of gas-fired plants 

located in Ohio and other Midwestern 

states that serve wholesale markets. 

This is a mature business that has 

historically provided good cash flows 

and eamings. 

In Ohio, generation is deregu

lated, which allows retail customers 

to switch to alternative suppliers. In 

2009, we mitigated this threat by 

launching a strategy to attract custom

ers through our own retail supplier. 

We expect this business to continue 

focusing on producing strong cash 

flows and solid returns. We don't 

anticipate investing growth capital in 

this business over the next several 

years, and we'll carefully manage our 

operating and maintenance expenses. 

Q: What is the Renewables strategy? 

A: We launched our Renewables 

business in 2007 with investments 

in wind energy We now have 

approximately 735 MW of operating 

wind projects in Texas, Wyoming and 

Pennsylvania, and we expect to have 

nearly 1,000 MW of commercial wind 

power in operation by the end of 

2010. Over the past two years, 

we have created solar photovoltaic, 

biomass and commercial transmission 

businesses. Like our wind business, 

the output from these projects will be 

highly contracted with creditworthy 

partners. Near-term growth in 

renewables will be driven by favorable 

federal and state public policy, 

including renewable portfolio 

standards and tax credits. 

Q: What is the International strategy? 

A: DEI consists of predominantly 

hydroelectric generation assets in 

Brazil, and a combination of hydro 

and fossil generation in Peru and 

other Latin American countries. DEI 

provides diverse and consistent earn

ings growth. Our strategy is to reinvest 

internally generated capital into growth 

projects that fit our business model 

and meet our return expectations. 
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Energy efficiency: A business model for the 21st century 
The smart grid will become an important enabler for 

more efficient energy use. It complements our goal to level 
the playing field between incentives in place to promote 
new plants and incentives needed to promote energy 
efficiency investments. Most utilities today continue to 
operate under regulatory frameworks created decades 
ago that reward them for building new power plants and 
distribution systems. They lack incentives to invest in 
end-use energy efficiency. 

Our energy efficiency plan takes steps toward creating 
a framework that will allow us to earn a return on the costs 
of new construction that we avoid due to the expansion of 
end-use efficiency innovations. Overtime, the growth in 
energy efficiency programs is expected to smooth out the 
demand for energy, making our demand less "peaky" 
(less generation needed to meet peak loads). As a result, 
customers' overall energy costs would be reduced. The 
cost of these programs will be recovered through a 
nominal energy efficiency rate rider included in the 
monthly energy bill. 

First approved in Ohio in December 2008, our energy 
efficiency framework was approved last year in North 
Carolina, and in early 2010 in South Carolina and Indiana. 
In Kentucky we are evaluating a filing in late 2010. 

IS THE ENERGY WE PROVIDE CLEAN? 

Finally to realize our mission we ask: Will the investments 
we make provide cleaner energy? 

Cleaner energy includes our investments in new, 
more efficient and lower-emitting coal- and gas-fired power 
plants, as well as the approximately $5 billion we have 
invested over the last decade to significantly reduce sulfur 
dioxide and nitrogen oxide emissions from our existing 
coal fleet. We are also making significant investments in 
renewable energy in both our regulated and commercial 
businesses. 

Including our renewables investments, our nuclear fleet 
in the Carolinas and our hydroelectric assets in North America 
and South America, we are now the third largest producer of 
carbon-free electricity in the Americas among U.S.-based, 
investor-owned utilities. 

And we continue to reduce our carbon intensity, which 
is the amount of COj emitted per unit of electricity produced. 
Based on the latest available 2008 data, of the 20 largest 
U.S.-based, investor-owned utilities, we rank 10th in carbon 
intensity In 2007, we ranked ninth. 

Regulated renewables portfolio 
Investing in renewable energy diversifies our fuel mix 

and reduces our carbon footprint. In 2009, we were active 
on many fronts to increase our renewable power portfolio. 

To gain experience with the design, construction and 
maintenance of distributed solar generation on our system, 
last year we received approval from the North Carolina 
Utilities Commission to construct solar power systems on 
multiple customer properties. We brought our first system 
under this program on line in eariy 2010 — a 1-MW system 
with more than 5,200 solar panels on the roof of a large 
manufacturing facility in North Carolina. We are on track 
to construct a total of 8 MW of solar power systems by the 
end of 2010. That is enough generating capacity to power 
about 1,300 average-sized homes annually 

Last year. North Carolina's policymakers put incentives 
in place to support the creation of a state offshore wind 
industry As a result, we announced plans to construct 
up to three offshore wind turbines to be sited in state waters 
inside North Carolina's Outer Banks. We are partnering 
with the University of North Carolina on this initiative, 
which could be the first wind turbines operating offshore 
in the United States. 

In addition to the direct investments we are making 
to own solar and wind power in our regulated business, 
we are also exploring blending wood chips with coal as a 
supplemental fuel source that could reduce coal usage 
at our existing power plants. We have conducted successful 
trials of this process, known as biomass cofiring, and we are 
developing plans to make it a major part of our renewable 
energy portfolio. 

We also continue to increase the amount of renewable 
energy in our regulated portfolio through power purchase 
agreements. In recent years, we have entered into contracts 
to buy more than 170 MW of renewable energy including 
wind, solar, hydroelectric and landfill gas. 

Commercial renewables business 
Our commercial renewables business has initially 

been focused on land-based wind energy, currently the most 
economical renewable power source. By the end of 2010, 
we expect to have nearly 1,000 MW of commercial wind 
power in operation. We have been very successful in 
bringing new wind projects on line ahead of schedule 
and under budget. These projects are backed by long-term 
contracts with creditworthy partners — a low-risk approach 
that we are also applying to solar, biomass and new 
transmission projects. 
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In January 2010, we announced our first commercial 

photovoltaic solar venture, the Blue Wing Solar Project in 

San Antonio, Texas. This 14-MW, 139-acre solar photovoltaic 

farm includes a 30-year power purchase agreement with 

San Antonio-based CPS Energy one ofthe largest municipal 

utilities in the United States. Our solar strategy also involves 

joint development of commercial projects in the United States 

with China-based ENN Group. 

Last year, the U.S. Department of Energy awarded us a 

matching grant worth $22 million to design, build and install 

one of the nation's first demonstrations of energy storage at 

our 153-MW Notrees wind farm in Texas. If it proves to be 

cost-effective, we couid adopt similar storage solutions at 

some of our other power plants. 

Also in 2009, ADAGE, the biopower company we own 

with AREVA, began the permitting process to build two 

55-MW carbon-neutral biomass plants in Florida that will 

generate electricity by burning wood waste. In eariy 2010, 

ADAGE and John Deere announced an alliance for collecting, 

bundling and transporting wood debris from regional logging 

operations in western Washington to fuel a proposed 55-MW 

biomass power plant in that region. 

Finally we became the lead investor in GreenTrees, 

a program that aims to offset carbon emissions through the 

reforestation of 1 million acres in the southeastern United 

States. Our initial investment funded the planting of more 

than 1 million trees on approximately 1,700 acres 

in Arkansas. 

WHAT IF WE'RE WRONG ABOUT CLIMATE CHANGE? 

I have described our strategy for providing our customers with 

affordable, reliable and cleaner energy 

But what if we're wrong about the imperative to reduce 

CO2 and other greenhouse gas emissions? That is the subject 

of a high-profile debate, as the integrity of scientific research 

supporting the threat of climate change continues to 

be scrutinized. 

I have thought about this long and hard. What if we 

are dead wrong? Would the course we've charted for our 

company and our customers be misguided? Would we 

change our plans if it were unlikely that Congress or the 

EPA would ever regulate carbon emissions? 

My answer is "no." 

STRATEGIC FOCUS FINANCIAL STRENGTH 

Q: How wi l l Duke Energy maintain its f inancial strength? 

A: Our financial objectives include 

growing our earnings and dividends, 

allocating capital efficiently and 

earning competitive returns, while 

maintaining the strength of our balance 

sheet. Our financial strategy supports 

our historical focus of providing 

affordable, reliable and increasingly 

clean energy to our customers, while 

earning good returns for our investors. 

Q: How do you balance short-term 

economic pressures with the long-term 

investments needed to meet the needs 

of your customers, and achieve 

business growth? 

A: We achieve that balance by 

maintaining flexibility in our allocation 

and spending of capital. In 2010, 

about $3 billion is committed to 

building our two cleaner-coal plants 

and two gas plants in our regulated 

operations, and renewable wind 

and solar projects being built under 

long-term contracts in our commercial 

businesses. About $2 billion is 

allocated for customer additions 

and maintenance costs. In the short 

term, we have some flexibility on 

the timing of this spend. 

We have the greatest flexibility 

in allocating our discretionary capital. 

Our 2010 plan includes $200 million 

of growth capital that has not yet 

been designated to specific projects. 

Additionally we have broad ranges 

for discretionary spending in 2011 

and 2012, the years in which we will 

be deploying more capital to complete 

the fleet and grid modernization 

projects in our regulated operations. 

As we demonstrated in 2009, we 

have the flexibility to increase or 

decrease this discretionary spending 

as the environment dictates. 
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Even without carbon regulation, we would still need 
to complete our Cliffside and Edwardsport advanced coal 
projects and our two natural gas-fired plants in North Carolina, 
and pursue the nuclear option. Why? Because we will have to 
replace neariy every power plant we operate today by 2050, 
due to normal aging and technological obsolescence. 

Why now? Because we must meet our clean energy 
aspirations and build a flexible generation portfolio that 
includes all fuel sources. Modernizing our fleet now gives us 
and our customers the flexibility to respond to unpredictable 
and ever-changing fuel prices. 

We simply cannot rely on renewable energy for most of 
our power. Wind and solar power are intermittent. As such, 
they are not as reliable and affordable as baseload plants. 
Advances in electricity storage technology will continue to 
make renewables more reliable. Meanwhile, coal-fired plants, 
nuclear plants and even hydroelectric plants can provide 
power 24/7, as long as fuel is available. 

Furthermore, renewables can lead to energy sprawl, 
impacting natural habitats and the wildlife that depend on 
them. Baseload plants have a much smaller footprint, given 
their land used per unit of energy generated. These are some 
of the trade-offs we must consider as we continue to work to 
reduce our carbon footprint. 

If we're not wrong about carbon and the scientific 
consensus continues to be that climate change is a very 
real risk, then our investments will have positioned our 
company to be a worid leader in cleaner energy. 

Repowering our states and creating jobs 
Our strategy is also to bolster our local economies and 

build a solid economic base for future business. Between 
our Cliffside and Edwardsport projects, two of the largest 
capital projects under way in their states, approximately 
4,000 construction workers are employed. The two 
North Carolina gas plants represent about another 1,000 
construction jobs. The proposed nuclear power plants in 
South Carolina and Ohio would create an estimated 7,000 
peak construction jobs combined — not to mention the 
hundreds of high-paying permanent jobs and the ongoing 
contributions to the local communities' tax base once these 
facilities are operating. 

Shedding a Light 
To stay informed or to join the conversation on these 

and other key energy issues, I invite you to visit our new 
issues-oriented Web site, www.sheddingalight.org. At 
Shedding a Light, you will find information and a variety 

of different viewpoints on topics important to our company 
and our industry 

DELIVERING ON OUR MISSION 
I want to thank all of our employees for maintaining our 
operational excellence and for delivering superior results for 
our customers, investors and the communities we serve during 
an especially challenging year And 1 want to thank you, our 
investors, for your support and loyalty. We remain committed 
to earning good returns for you on your investments. 

On behalf of all of our stakeholders, I also thank our 
board of directors, who provided important insight and 
counsel during this period of unprecedented uncertainty. 
I especially want to thank Dudley Taft, president and CEO 
of Taft Broadcasting Co., who is retiring from our board in 
2010. Dudley has been a director of Duke Energy and its 
predecessor companies since 1985. In his 25 years of 
dedicated service on our board, he has been a significant 
contributor to our continued growth and success. We will 
miss his business acumen, and his direct and practical 
approach to finding workable solutions. We wish him well 
in his retirement. 

Last year, we welcomed John Forsgren and Jim Reinsch 
to our board. John is the retired vice chairman, executive 
vice president and chief financial officer of Northeast Utilities. 
He has 35 years of corporate finance experience. Jim is the 
retired senior vice president and partner of Bechtel Group, 
and past president of Bechtel Nuclear. He has more than 
37 years of nuclear experience. John and Jim bring a wealth 
of knowledge and experience to an already strong board. 

Although there is nothing simple about delivering 
affordable, reliable and clean energy we are committed 
to continue delivering on that mission and balancing the 
needs of all of our stakeholders. We never know what the 
future will be, but we can anticipate it by looking around 
the corner and over the horizon. That focus gives us 
great clarity about what we must do to honor our 
commitments — today and tomorrow. 

P̂  € m U J 
James E. Rogers 
Chairman, President and Chief Executive Officer 

March 15, 2010 
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BOAii OF OliECTOiS 

From left to right: Dudley Taft, Jim Hance Jr., Michael Browning, John Forsgren, Dan DiMicco, Ann Maynard Gray, 

Jim Reinsch, Jim Rogers, Bill Barnet III, Jim Rhodes, Phil Sharp and Alex Bernhardt Sr. 

William (Bill) Barnet III 

Chairman, President and 

Chief Executive Officer 

The Barnet Company Inc. and 

Barnet Development Corp. 

Chair, Finance and Risi< 
Management Committee 

Member, Nuclear Oversigtit 
Committee 

Director of Duke Energy or its 
predecessor companies since 2005 

G. Alex Bernhardt Sr 
Chairman and 

Chief Executive Officer 

Bernhardt Furniture Company 

Member, Audit Committee, 
Nuclear Oversigtit Committee 

Director of Duke Energy or its 
predecessor companies since 1991 

Michael G. Browning 

President and 

Chairman of the Board 

Browning Investments Inc. 

Chair, Audit Committee 

Member, Corporate Governance 
• Committee, Finance and Risk 
IVIanagement Committee 

Director of Duke Energy or its 
predecessor companies since 1990 

Daniel R. (Dan) DiMicco 

Chairman, President and 

Chief Executive Officer 

Nucor Corporation 

Member, Compensation 
Committee, Corporate Governance 
Committee 

Director of Duke Energy or its 
predecessor companies since 2007 

John H. Forsgren 

Retired Vice Chairman, 

Executive Vice President and 

Chief Financial Officer 

Northeast Utilities 

Member, Audit Committee, 
Compensation Committee 

Director of Duke Energy or its 
predecessor companies since 2009 

Ann Maynard Gray 

Former President, Diversified 

Publishing Group of ABC Inc. 

Lead Director 

Chair, Corporate Governance 
Committee 

Member, Compensation 
Committee, Finance and Risk 
Management Committee 

Director of Duke Energy or its 
predecessor companies since 1994 

James H. (Jim) Hance Jr. 

Retired Vice Chairman and 

Chief Financial Officer 

Bank of America Corp. 

Chair, Compensation Committee 

Member, Finance and Risk 
Management Committee 

Director of Duke Energy or its 
predecessor companies since 2005 

E. James (Jim) Reinsch 

Retired Senior Vice President 

and Partner 

Bechtel Group 

Member, Finance and Risk 
Management Committee, Nuclear 
Oversight Committee 

Director of Duke Energy or its 
predecessor companies since 2009 

James T. (Jim) Rhodes 

Retired Chairman, President 

and Chief Executive Officer 

Institute of Nuclear Power 

Operations 

Chair, Nuclear Oversight Committee 

Member, Audit Committee 

Director of Duke Energy or its 
predecessor companies since 2001 

James E. (Jim) Rogers 

Chairman, President and 

Chief Executive Officer 

Duke Energy Corporation 

Director of Duke Energy or its 
predecessor companies since 1988 

Philip R. (Phil) Sharp 

President 

Resources for the Future 

Member, Audit Committee, Nuclear 
Oversight Committee 

Director of Duke Energy since 2007 
and its predecessor companies 
from 1995-2006 

Dudley S. Taft 

President and 

Chief Executive Officer 

Taft Broadcasting Co. 

Member, Compensation 
Committee, Finance and Risk 
Management Committee 

Director of Duke Energy or its 
predecessor companies since 1985 
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EXECUTIVE iANAGEiEIT 

From left to right: Rick Haviland, Jennifer Weber, Brett Carter, Roberta Bowman, Marc Manly Jim Turner, 

Jim Rogers, Keith Trent, Lynn Good, Dhiaa Jamil, Ellen Ruff, David Mohler, Julie Janson, Bill Tyndall and Jim Stanley 

James E. (Jim) Rogers 

Chairman, President and 

Chief Executive Officer 

Roberta B. Bowman 

Senior Vice President and 

Chief Sustainability Officer 

Brett C. Carter 

President - Duke Energy 

Carolinas 

Lynn J. Good 

Group Executive and 

Chief Financial Officer 

Richard W. (Ricl<) Haviland 

Senior Vice President, 

Construction and IVIajor Projects 

Dhiaa M. Jamil 

Group Executive, 

Chief Generation Officer and 

Chief Nuclear Officer 

Julie S. Janson 

President - Duke Energy Ohio 

and Duke Energy Kentucky 

Marc E. Manly 

Group Executive, 

Chief Legal Officer and 

Corporate Secretary 

David W. Mohler 

Senior Vice President and 

Chief Technology Officer 

Ellen T. Ruff 

President - Office of Nuclear 

Development 

Jim L. Stanley 

President - Duke Energy Indiana 

B. Keith Trent 

Group Executive and President -

Commercial Businesses 

James L (Jim) Turner 

Group Executive; President and 

Chief Operating Officer - U.S. 

Franchised Electric and Gas 

William F (Bill) Tyndall 

Senior Vice President, 

Federal Government and 

Regulatory Affairs 

Jennifer L. Weber 

Senior Vice President and 

Chief Human Resources Officer 
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U.S. Franchised Electric and Gas 
U.S. Franchised Electric and Gas (USFE&G) consists of 
Duke Energy's regulated generation, electric and gas transmis
sion and distribution systems. USFE&G's generation portfolio is 
a balanced mix of energy resources having different operating 
characteristics and fuel sources designed to provide energy 
at the lowest possible cost. 

Electric Operations 
• Owns approximately 27,000 megawatts (MW) 

of generating capacity 

• Service area covers about 50,000 square miles with 
an estimated population of 11 million 

• Service to approximately 4 million residential, commercial 
and industrial customers 

• Over 151,600 miles of distribution lines and a 20,900-
mile transmission system 

Gas Operations 
• Regulated natural gas transmission and distribution 

services to approximately 500,000 customers in 
southwestern Ohio and northern Kentucky 

Coiniiercial Power 
Commercial Power owns, operates and manages power 
plants, primarily located in the Midwest. Commercial Power's 
subsidiary, Duke Energy Retail Sales, serves retail electric 
customers in Ohio with generation and other energy services 
at competitive rates. Commercial Power also includes Duke 
Energy Generation Services (DEGS), an on-site energy solutions 
and utility services provider. 

• Owns and operates a balanced generation portfolio of 
approximately 7,550 net MW of power generation 
(excluding wind assets) 

• DEGS currently has approximately 735 MW of wind 
energy in operation and over 5,000 MW of wind energy 
projects in development 

Duke Energy Internatienal 
Duke Energy International (DEI) operates and manages power 
generation facilities and engages in sales and marketing of 
electric power and natural gas outside the U.S. DEl's activities 
target power generation in Latin America. DEI also has an 
equity investment in National Methanol Co. in Saudi Arabia, 
a regional producer of MTBE, a gasoline additive. 

• Owns, operates or has substantial interests in 
approximately 4,000 net MW of generation facilities 

• About 75 percent of DEl's generating capacity is 
hydroelectric 

1 6 DUKE ENERGY CORPORATION / 2009 ANNUAL REPORT 



NON-GAAP FtNANCIAL MEASURES 

Adjusted Diluted Earnings per Share ("EPS") 
Duke Energy's 2009 Annual Report references 2009 adjusted 
diluted EPS of $1.22 and states that adjusted diluted EPS has 
been essentially flat from 2007 through 2009. Adjusted diluted 
EPS is a non-GAAP (generally accepted accounting principles) 
financial measure as it represents diluted EPS from continuing 
operations attributable to Duke Energy Corporation common 
shareholders, adjusted for the per share impact of special items 
and the mark-to-market impacts of economic hedges in the 
Commercial Power segment. Special items represent certain 
charges and credits, which management believes will not 
be recurring on a regular basis, although it is reasonably 
possible such charges and credits could recur Mark-to-market 
adjustments reflect the mark-to-market impact of derivative 
contracts, which is recognized in GAAP earnings immediately 
as such derivative contracts do not qualify for hedge accounting 
or regulatory accounting, used in Duke Energy's hedging of a 
portion of the economic value of certain of its generation assets 
in the Commercial Power segment. The economic value of the 
generation assets is subject to fluctuations in fair value due 
to market price volatility of the input and output commodities 
(e.g., coal, power) and, as such, the economic hedging involves 
both purchases and sales of those input and output commodities 
related to the generation assets. Because the operations of the 
generation assets are accounted for under the accrual method, 
management believes that excluding the impact of mark-to-
market changes of the economic hedge contracts from adjusted 
earnings until settlement better matches the financial impacts 
of the hedge contract with the portion of the economic value 
of the underlying hedged asset. Management believes that the 
presentation of adjusted diluted EPS provides useful information 
to investors, as it provides them an additional relevant 
comparison of the company's performance across periods. 
Adjusted diluted EPS is also used as a basis for employee 
incentive bonuses. 

The most directly comparable GAAP measure for adjusted 
diluted EPS is reported diluted EPS from continuing operations 
attributable to Duke Energy Corporation common shareholders, 
which includes the impact of special items and the mark-to-
market impacts of economic hedges in the Commercial Power 
segment. The following is a reconciliation of reported diluted 

EPS from continuing operations to adjusted diluted EPS for 
2009, 2008, and 2007: 

Diluted EPS from continuing operations. 
as reported 

Diluted EPS from discontinued operations. 
as reported 

Diluted EPS from extraordinary items, 
as reported 

Diluted EPS, as reported 
Adjustments to reported EPS: 
Diluted EPS from discontinued operations 
Diluted EPS from extraordinary items 
Diluted EPS impact of special items 

and mark-to-market in Commercial Power 
(see below) 

Diluted EPS, adjusted 

2009 

$0.82 

0.01 

— 
$0.83 

(0.01) 
— 

0.40 

$1.22 

2008 

$ 1.01 

0.01 

0.05 

$ 1.07 

(0.01) 
(0.05) 

0.20 

$1.21 

2007 

$1.20 

(0.02) 

— 
$1.18 

0.02 

— 

0.03 

$1.23 

The following is the detail of the $(0.40) per share in 
special items and mark-to-market in Commercial Power 
impacting adjusted diluted EPS for 2009: 

(In millions, except per-stiare amounts) 

Costs to achieve the Cinergy merger 
Crescent related guarantees and 

tax adjustments 
International transmission adjustment 
Goodwill and other impairments 
Mark-to-market impact of economic hedges 

Pre-Tax 
Amount 

$ (25) 

(26) 
(32) 

(431) 
(60) 

Tax 
Effect 

$10 

(3) 
10 
21 
22 

Diluted 
EPS 

Impact 

$(0.01) 

(0.02) 
(0.02) 
(0.32) 
(0.03) 

Total Adjusted EPS impact $(0.40) 

The following is the detail of the $(0.20) per share in 
special items and mark-to-market in Commercial Power 
impacting adjusted diluted EPS for 2008: 

(In millions, except per-sfiare amounts) 

Costs to achieve ttie Cinergy merger 
Crescent project impairments 
Emission Allowances impairment 
Mark-to-market impact of economic hedges 

Pre-Tax 
Amount 

$ (44) 
(214) 

(82) 
(75) 

Tax 
Effect 

$17 
83 
30 
27 

2008 
Diluted 

EPS 
Impact 

$(0.02) 
(0.10) 
(0.04) 
(0.04) 

I I 

Total Adjusted EPS impact $(0.20) 
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NON-GAAP FINANCIAL MEASURES (CONTINUED) 

The following is the detail of the $(0.03) per share in 
special items and mark-to-market in Commercial Power 
impacting adjusted diluted EPS for 2007: 

(In millions, except per-share amounts) 
Pre-Tax 

Amount 
Tax 

Effect 

2007 
Diluted 

EPS 
Impact 

Costs to achieve the Cinergy merger $(54) $19 $(0.03) 
Convertible debt costs associated with 

the spinoff of Spectra Energy (21) — (0.02) 
IT severance costs (12) 4 — 
Settlement reserves and adjustments 24 (9) 0.01 
Mark-to-market impact of economic hedges 13 (5) 0.01 

Total Adjusted EPS impact $(0.03) 

2010 Adjusted Diluted EPS Outiook 
Duke Energy's 2009 Annual Report references Duke Energy's 
forecasted 2010 adjusted diluted EPS outlook range of 
$1.25-$1.30 per share and the 2009 EPS incentive target of 
$1.20 per share. The EPS measure used for employee incentive 
bonuses is primarily based on adjusted diluted EPS. Additionally 
reference is made to the forecasted range of growrth of 4%-6% 
in adjusted diluted EPS (on a compound annual growth rate 
("CAGR") basis) from a base of adjusted diluted EPS for 2009 
of $1.22. Adjusted diluted EPS is a non-GAAP financial 
measure as it represents diluted EPS from continuing operations 
attributable to Duke Energy Corporation shareholders, adjusted 
for the per-share impact of special items and the mark-to-market 
impacts of economic hedges in the Commercial Power segment. 
Special items represent certain charges and credits, which 
management believes will not be recurring on a regular basis, 
although it is reasonably possible such charges and credits could 
recur Mark-to-market adjustments reflect the mark-to-market 
impact of derivative contracts, which is recognized in GAAP 
earnings immediately as such derivative contracts do not qualify 
for hedge accounting or regulatory accounting treatment, used 
in Duke Energy's hedging of a portion of the economic value 
of its generation assets in the Commercial Power segment 
(as discussed separately under "Adjusted Diluted Eamings per 
Share ('EPS')"). The most directly comparable GAAP measure 
for adjusted diluted EPS is reported diluted EPS from continuing 
operations attributable to Duke Energy Corporation common 
shareholders, which includes the impact of special items 
and the mark-to-market impacts of economic hedges in the 
Commercial Power segment. Due to the forward-looking 
nature of this non-GAAP financial measure for future periods, 
information to reconcile it to the most directly comparable 
GAAP financial measure is not available at this time, as 
management is unable to project special items or mark-to-
market adjustments for future periods. 

Forecasted Adjusted Segment EBIT and Other Net Expenses for 2010 
Duke Energy's 2009 Annual Report includes a discussion 
of forecasted 2010 adjusted EBIT for each of Duke Energy's 
reportable segments as a percentage of forecasted 2010 
adjusted total segment EBIT. The primary performance measure 
used by management to evaluate segment performance is 
segment EBIT from continuing operations, which at the segment 
level, represents all profits from continuing operations (both 
operating and non-operating), including any equity in earnings 
of unconsolidated affiliates, before deducting interest and taxes, 
and is net of the income attributable to non-controlling interests. 
Management believes segment EBIT from continuing operations, 
which is the GAAP measure used to report segment results, 
is a good indicator of each segment's operating performance 
as it represents the results of Duke Energy's ownership interests 
in continuing operations without regard to financing methods 
or capital structures. Duke Energy also uses adjusted segment 
EBIT and adjusted Other net expenses (including adjusted equity 
earnings for Crescent Resources) as a measure of historical and 
anticipated future segment and Other performance. When used 
for future periods, adjusted segment EBIT and adjusted Other 
net expenses may also include any amounts that may be 
reported as discontinued operations or extraordinary items. 

Adjusted segment EBIT and Other net expenses are non-
GAAP financial measures as they represent reported segment 
EBIT and Other net expenses adjusted for the impact of special 
items and the mark-to market impacts of economic hedges in 
the Commercial Power segment. Special items represent certain 
charges and credits, which management believes will not be 
recurring on a regular basis, although it is reasonably possible 
such charges and credits could recur Mark-to-market 
adjustments reflect the mark-to-market impact of derivative 
contracts, which is recognized in GAAP earnings immediately 
as such derivative contracts do not qualify for hedge accounting 
or regulatory accounting, used in Duke Energy's hedging of a 
portion of the economic value of certain of its generation assets 
in the Commercial Power segment (as discussed above under 
"Adjusted Diluted Earnings per Share ('EPS')"). Management 
believes that the presentation of adjusted segment EBIT and 
adjusted Other net expenses provides useful information to 
investors, as it provides them an additional relevant comparison 
of a segment's or Other's performance across periods. The most 
directly comparable GAAP measures for adjusted segment EBIT 
and Other net expenses are reported segment EBIT and Other 
net expenses, which represent segment and Other results from 
continuing operations, including any special items and the 
mark-to-market impacts of economic hedges in the Commercial 
Power segment. Due to the forward-looking nature of this 
non-GAAP financial measure for 2010, information to reconcile 
it to the most directly comparable GAAP financial measure 
is not available at this time, as management is unable to project 
special items (jr mark-to-market adjustments for future periods. 
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This document includes forward-looking statements within the meaning of 
Section 27A of the Securities Act of 1933 and Section 21E of the Securities 
Exchange Act of 1934. Forward-looking statements are based on management's 
beliefs and assumptions. These forward-looking statements are identified by 
terms and phrases such as "anticipate," "believe," "intend," "estimate," "expect," 
"continue," "should," "could," "may," "plan," "project," "predict," "will," 
"potential," "forecast," "target," and similar expressions. Forward-looking 
statements involve risks and uncertainties that may cause actual results to be 
materially different from the results predicted. Factors that could cause actual 
results to differ materially from those indicated In any forward-looking statement 
Include, but are not limited to: 

• State, federal and foreign legislative and regulatory initiatives, including 
costs of compliance with existing and future environmental 
requirements, as well as rulings that affect cost and investment recovery 
or have an Impact on rate structures; 

• Costs and effects of legal and administrative proceedings, settlements, 
investigations and claims; 

• Industrial, commercial and residential grovrth or decline in Duke Energy 
Corporation's (Duke Energy) service territories, customer base or 
customer usage patterns; 

• Additional competition in electric markets and continued Industry 
consolidation; 

• Political and regulatory uncertainty in other countries in which Duke 
Energy conducts business; 

• The Influence of weather and other natural phenomena on Duke 
Energy's operations, including the economic, operational and other 
effects of storms, hurricanes, droughts and tornados; 

• The timing and extent of changes in commodity prices, interest rates and 
foreign currency exchange rates; 

• Unscheduled generation outages, unusual maintenance or repairs and 
electric transmission system constraints; 

• The performance of electric generation and of projects undertaken by 
Duke Energy's non-regulated businesses; 

• The results of financing efforts, including Duke Energy's ability to obtain 
financing oh favorable terms," which can be affected by various factors. 
Including Duke Energy's credit ratings and general economic conditions; 

• Declines in the market prices of equity securities and resultant cash 
funding requirements for Duke Energy's defined benefit pension plans; 

• The level of credit worthiness of counterparties to Duke Energy's 
transactions; 

• Employee workforce factors. Including the potential Inability to attract 
and retain key personnel; 

• Growth In opportunities for Duke Energy's business units, including the 
timing and success ofefforts to develop domestic and international 
power and other projects; 

• Construction and development risks associated with the completion of 
Duke Energy's capital investment projects In existing and new generation 
facilities, including risks related to financing, obtaining and complying 
with terms of permits, meeting construction budgets and schedules, and 
satisfying operating and environmental performance standards, as well 
as the ability to recover costs from customers in a timely manner or at 
all; 

• The effect of accounting pronouncements issued periodically by 
accounting standard-setting bodies; and 

• The ability to successfully complete merger, acquisition or divestiture 
plans. 

In light of these risks, uncertainties and assumptions, the events described 
in the forward-looking statements might not occur or might occur to a different 
extent or at a different time than Duke Energy has described. Duke Energy 
undertakes no obligation to publicly update or revise any fonward-looklng 
statements, whether as a result of new information, future events or otherwise. 



PARTI 

ITEM 1. BUSINESS. 

GENERAL 

Overview. 

Duke Energy Corporation (collectively with its subsidiaries, Duke 

Energy) is an energy company located primarily in the Americas that 

provides its sen/ices through the business segments described below. 

Duke Energy Holding Corp. (Duke Energy HC) was incorporated 

in Delaware on May 3, 2005 as Deer Holding Corp., a wholly-owned 

subsidiary of Duke Energy Corporation (Old Duke Energy, for purpo

ses of this discussion regarding the merger). In the second quarter of 

2006, Duke Energy and Cinergy Corp. (Cinergy) consummated a 

merger which combined the Duke Energy and Cinergy regulated 

franchises, as well as deregulated generation in the Midwestern 

United States. On April 3, 2006, in accordance with the merger 

agreement. Old Duke Energy and Cinergy merged into wholly-owned 

subsidiaries of Duke Energy HC, resulting in Duke Energy HC 

becoming the parent entity. In connection with the closing of the 

merger transactions, Duke Energy HC changed its name to Duke 

Energy Corporation (New Duke Energy or Duke Energy) and Old 

Duke Energy converted into a limited liability company named Duke 

Power Company LLC (subsequently renamed Duke Energy Carolinas, 

LLC (Duke Energy Carolinas) effective October 1, 2006). As a result 

of the merger transaction, each outstanding share of Cinergy 

common stock was converted into 1.56 shares of common stock of 

Duke Energy, which resulted in the issuance of approximately 

313 million shares of Duke Energy common stock. Additionally, each 

share of common stock of Old Duke Energy was converted into one 

share of Duke Energy common stock. Old Duke Energy is the 

predecessor of Duke Energy for purposes of U.S. securities 

regulations governing financial statement filing. 

On Januaty 2, 2007, Duke Energy completed the spin-off of its 

natural gas businesses, named Spectra Energy Corp. (Spectra 

Energy), including its wholly-owned subsidiary Spectra Energy 

Capital, LLC (Spectra Energy Capital, formerly Duke Capital LLC). The 

natural gas businesses spun off primarily consisted of Duke Energy's 

Natural Gas Transmission business segment and Duke Energy's 50% 

ownership interest in DCP Midstream, LLC (DCP Midstream, formerly 

Duke Energy Field Sen/ices, LLC), which was part of the Field 

Sen/ices business segment. 

During the third quarter of 2005, Duke Energy's Board of 

Directors authorized and directed management to execute the sale or 

disposition of substantially all of former puke Energy North America's 

(DENA) remaining assets and contracts outside the Midwestern, 

United States and certain contractual positions related to the 

Midwestern assets. The exit plan was completed in the second quar

ter of 2006. Certain assets of the former DENA business were 

transferred to the Commercial Power business segment and certain 

operations that Duke Energy continues to wind-down are in Other. 

Business Segments. 

At December 31 , 2009, Duke Energy operated the following 

business segments, all of which are considered reportable segments 

underthe applicable accounting rules: U.S. Franchised Electric and 

Gas, Commercial Power and International Energy. Duke Energy's 

chief operating decision maker regularly reviews financial information 

about each of these business segments in deciding how to allocate 

resources and evaluate performance. For additional information on 

each of these business segments, including financial and geographic 

information about each reportable business segment, see Note 2 to 

the Consolidated Financial Statements, "Business Segments." 

The following is a brief description ofthe nature of operations of 

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

Other. 

U.S. Franchised Electric and Gas. 

U.S. Franchised Electric and Gas generates, transmits, 

distributes and sells electricity in central and western North Carolina, 

western South Carolina, southwestern Ohio, central, north central 

and southern Indiana, and northern Kentucky. U.S. Franchised 

Electric and Gas also transports and sells natural gas In southwestern. 

Ohio and northern Kentucky. It conducts operations primarily through 

Duke Energy Carolinas, LLC (Duke Energy Carolinas), the regulated 

transmission and distribution operations of Duke Energy Ohio, Inc. 

(Duke Energy Ohio), Duke Energy Indiana, Inc. (Duke Energy 

Indiana) and Duke Energy Kentucky, Inc. (Duke Energy Kentucky). 

These electric and gas operations are subject to the rules and regulat

ions ofthe Federal Energy Regulatoiy Commission (FERC), the 

North Carolina Utilities (Commission (NCUC), the Public Sen/ice 

Commission of South Carolina (PSCSC), the Public Utilities 

Commission of Ohio (PUCO), the Indiana Utility Regulatory 

Cohimission (IURC) and the Kentucky Public Sen/ice Commission 

(KPSC). The substantial majority of U.S. Franchised Electric and Gas' 

operations are regulated and, accordingly, these operations qualily for 

regulatory accounting treatmenL 

Commercial Power. 

Commercial Power owns, operates and manages power plants 

and engages in the wholesale marketing and procurenient of electric 

power, fuel and emission allowances related to these plants as well . 

as other contractual positions. Commercial Power's generation opera

tions in the Midwest consist of generation assets located in Ohio, 

acquired from Cinergy in April 2006, which are dedicated under the 

Electric Security Plan (ESP), and the five Midwestern gas-fired 

non-regulated generation assets that were a portion of the former 

DENA operations, which are dispatched into wholesale markets.,. 

Commercial Power's assets, excluding wind energy generation assets, 

comprise approximately 7,550 net megawatts (MW) of power 

generation primarily located in the Midwestern U.S. The asset 

portfolio has a diversified fuel mix with baseload and mid-merit coal-

fired units as well as combined cycle and peaking natural gas-fired 

units. Effective January 1, 2009, approximately half of Commercial 

Power's Ohio-based generation assets operate under an ESP, which 

expires on December 3 1 , 2011. Prior to the ESP, these generation 

assets had been contracted through the Rate Stabilization Plan 

(RSP), which expired on December 3 1 , 2008. As a result of the 

approval of the ESP, certain of Commercial Power's operations 

qualified for regulatory accounting treatment effective December 17, 
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2008. For more information on the RSP and ESP, as well as the 

reapplication of regulatory accounting to certain of its operations, see 

the "Commercial Power" section below. Commercial Power also has 

a retail sales subsidiary, Duke Energy Retail Sales (DERS), which is 

certified by the PUCO as a Competitive Retail Electric Service (CRES) 

provider in Ohio. DERS serves retail electric customers in Southwest, 

West Central and Northern Ohio with generation and other energy 

services at competitive rates. During 2009, due to increased levels of 

customer switching as a result of the competitive markets in Ohio, 

DERS has focused on acquiring customers that had previously been 

sen/ed by Duke Energy Ohio underthe ESP, as well as those 

previously sen/ed by other Ohio franchised utilities. Through Duke 

Energy Generation Services, Inc. and its affiliates (DEGS), 

Commercial Power develops, owns and operates electric generation 

for large energy consumers, municipalities, utilities and industrial 

facilities. DEGS currently manages 6,150 MW of power generation at 

21 facilities throughout the U.S. In addition, DEGS engages in the 

development, construction and operation of wind energy projects. 

Currently, DEGS has over 5,000 MW of wind energy projects in the 

development pipeline with approximately 735 net MW of wind 

generating capacity in operation as of December 3 1 , 2009. DEGS is 

also developing transmission, solar and biomass projects. 

International Energy. 

International Energy principally owns, 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 (DEI) and its affili

ates and its activities target power generation in Latin America. 

Through its wholly-owned subsidiary Aguaytia Energy del Peru , 

S.R.L. Ltda. (Aguaytia) and its equity method investment in National 

Methanol Company (NMC), which is located in Saudi Arabia, 

International Energy also engages In the production of natural liquid 

gas and methanol and methyl tertiary butyl ether (MTBE). 

Additionally, International Energy had an equity method investment 

in Attiki (5as Supply S.A. (Attiki), a natural gas distributor in Greece, 

which it decided to abandon, along with the related non-recourse 

debt, in December 2009. 

Other. 

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 subsidiary, Duke Energy's effective 50% interest in the 

Crescent JV ((irescent) and DukeNet Communications, LLC 

(DukeNet) and related telecom businesses. Additionally, Other inclu

des the remaining portion of Duke Energy's business formeriy known 

as DENA that was not exited or transferred to Commercial Power, 

primarily Duke Energy Trading and Marketing, LLC (DETM), which is 

60% owned by Duke Energy and 40% owned by Exxon Mobil 

Corporation and management is currently In the process of winding 

down. 

Unallocated corporate costs include certain costs not allocable to 

Duke Energy's reportable business segments, primarily governance 

costs, costs to achieve mergers and divestitures (such as the Cinergy 

merger and spin-off of Spectra Energy) and costs associated with 

certain corporate severance programs. Bison's principal activities as a 

captive insurance entity include the insurance and reinsurance of 

various business risks and losses, such as property, business interru

ption and general liability of subsidiaries and affiliates of Duke Energy. 

Crescent, which develops and manages high-quality commercial, 

residential and multi-family real estate projects primarily in the 

Southeastern and Southwestern U.S, filed Chapter 11 petitions in a 

U.S. Bankruptcy Court in June 2009. As a result of recording its 

proportionate share of impairment charges recorded by Crescent 

during 2008, the carrying value of Duke Energy's Investment balance 

In Crescent is zero and Duke Energy discontinued applying the equity 

method of accounting to its investment in Crescent in the third 

quarter of 2008 and has not recorded its proportionate share of any 

Crescent earnings or losses since the third quarter of 2008. DukeNet 

develops, owns and operates a fiber optic communications network, 

primarily in the Southeast U.S., serving wireless, local and long

distance communications companies, internet service providers and 

other businesses and organizations. 

General. 

Duke Energy is a Delaware corporation. Its principal executive 

offices are located at 526 South Church Street, Chariotte, North 

Carolina 28202-1803. The telephone number Is 704-594-6200. 

Duke Energy electronically files reports with the Securities and 

Exchange Commission (SEC), including annual reports on 

Form 10-K, quarterly reports on Form 10-Q, current reports on 

Form 8-K, proxies and amendments to such reports. The public may 

read and copy any materials that Duke Energy files with the SEC at 

the SEC's Public Reference Room at 100 F Street, N.E., Washington, 

D.C. 20549. The public may obtain information on the operation of 

the Public Reference Room by calling the SEC at 1-800-SEC-0330. 

The SEC also maintains an internet site that contains reports, proxy 

and information statements, and other information regarding issuers 

that file electronically with the SEC at http://vmw.sec.gov. 

Additionally, information about Duke Energy, including its reports 

filed with the SEC, is available through Duke Energy's Web site at 

http://www.duke-energy.com. Such reports are accessible at no 

charge through Duke Energy's Web site and are made available as 

soon as reasonably practicable after such material is filed with or 

furnished to the SEC. 
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Glossary of Terms 

The following terms or acronyms used in this Form 10-K are defined 

Term or Acronym Definition 

AAC Annually Adjusted Component 

ADEA Age Discrimination in Employment 

AEP American Electric Power Company, Inc. 

AFUDC Allowance for Funds Used 

During Construction 

Aguaytia Aguaytia Energy del Peru S.R.L. Ltda. 

ANEEL Brazilian Electricity Regulatory Agency 

AOCI Accumulated Other 

Comprehensive Income 

ASC Accounting Standards Codification 

ASU Accounting Standards Update 

Attiki Attiki Gas Supply S.A. 

Bison Bison Insurance Company Limited 

BPM . . . Bulk Power Marketing 

CAA Clean Air Act 

CAIR Clean Air Interstate Rule 

Catamount Catamount Energy Corporation 

CC • . . . . Combined Cycle 

Cinergy Receivables . . . . • Cinergy Receivables Company, LLC 

CMP Central Maine Power Company 

CT Combustion Turbine 

Cinergy Cinergy Corp. 

CO2 Carbon Dioxide 

COL Combined Construction and 
Operating License 

CPCN Certificate of Public Convenience 

and Necessity 

Crescent Crescent JV 

CWIP Construction Work-in-Progress 

DAQ Division of Air Quality 

DB Defined Benefit Pension Plan 

DCP Midstream DCP Midstream, LLC (formerly Duke 
Energy Field Sen/ices, LLC) 

DECE Duke Energy Commercial Enterprises, 

Inc. 

DEGS Duke Energy Generation Sen/ices, Inc. 

DEI Duke Energy Internafional, LLC 

DEIGP Duke Energy Internafional Geracao 

Paranapenema S.A. 

DENA Duke Energy North America 

DENR Department of Environment and 
Natural Resources 
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Term or Acronym Definition 

DERF Duke Energy Receivables Finance 

Company, LLC 

DERS Duke Energy Retail Sales 

DETM Duke Energy Trading and Markefing, 

LLC 

DOE Department of Energy 

DRIP Dividend Reinvestment Plan 

DSM Demand Side Management 

Duke Energy Duke Energy Corporafion 
(collecfively with its subsidiaries) 

Duke Energy 

Carolinas Duke Energy Carolinas, LLC 

Duke Ener^ Indiana . . . Duke Energy Indiana, Inc. 

Duke Energy Kentucky . . Duke Energy Kentucky, Inc. 

Duke Energy Ohio . . . . . . Duke Energy Ohio, Inc. 

EPA Environmental Protection Agency 

EPS Earnings Per Share 

ERISA Employee Retirement Income Security 

Act 

ESP . Electric Security Plan 

EWG Exempt Wholesale Generator . 

FASB Financial Accounting Standards Board 

FERC Federal Energy Regulatory Commission 

FPP Fuel and Purchased Power 

GAAP Generally Accepted Accounting 

Principles in the United States 

GWh Gigawatt-hours 

HAP Hazardous Air Pollutant 

IGCC Integrated Gasificafion Combined Cycle 

IMPA Indiana Municipal Power Agency 

ITC Investment Tax Credit 

IURC Indiana Ufility Regulatory Commission 

KPSC Kentucky Public Sen/ice Commission 

KV Kilovolt 

kWh Kilowatt-hour 

LIBOR London Interbank Offered Rate 

MACT Maximum achievable control technology 

Mcf Thousand cubic feet 

Midwest ISO Midwest Independent Transmission 

System Operator, Inc. 

MMBtu Million British Thermal Unit 

Moody's Moody's Investor Sen/ices 
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Term or Acronym Definition 

MRO Market Rate Opfion 

MTBE Methyl tertiary butyl ether 

MW Megawatt 

MWh Megawatt-hour 

NCUC North Carolina Utilities Commission 

NDTF Nuclear Decommissioning Trust Funds 

NEIL Nuclear Electric Insurance Limited 

NMC National Methanol Company 

NO, Nitrogen oxide 

NPNS Normal purchase/normal sale 

NRC Nuclear Regulatory Commission 

NSR New Source Review 

OCC Office of the Ohio Consumers' Counsel 

ORS South Carolina Office of Regulatory Staff 

OUCC Indiana Office of Ufility Consumer 

Counselor 

Pioneer Transmission . . . Pioneer Transmission, LLC 

PSCSC Public Service Commission of South 

Carolina 

PUCO Public Ufilities Commission of Ohio 

PUHCA Public Utility Holding Company Act of 
1935, as amended 

QSPE Qualifying Special Purpose Entity 

Term or Acronym Definition 

REPS Renewable Energy and Energy 
Efficiency Portfolio Standard 

RICO Racketeer Influenced and Corrupt 

Organizations 

RSP Rate Stabilization Plan 

RTO Regional Transmission Organization 

SB 221 Ohio Senate Bill 221 

SCEUC South Carolina Energy Users Committee 

sEnergy sEnergy Insurance Limited 

SEC Securities and Exchange Commission 

SHGP South Houston Green Power, L.P. 

SO2 Sulfur dioxide 

SPE Special Purpose Entity 

Spectra Energy Spectra Energy Corp. 

Spectra Capital Spectra Energy Capital, LLC (formeriy 

Duke Capital LLC) 

S&P Standard & Poor's 

Sfimulus Bill The American Recovery and 

Reinvestment Act of 2009 

Synfuel Synthetic Fuel 

VDEQ Virginia Department of Environmental 

Quality 

VIE Variable Interest Entity 

WACC Weighted Average Cost of Capital 

WARN North Carolina Waste Awareness 
Reduction Network 

WVPA Wabash Valley Power Association, Inc. 
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The following sections describe the business andoperafions of 

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

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

and its reportable segments, see "Management's Discussion and 

Analysis of Financial Condition and Results of Operations, 

Introduction — Executive Oven/lew and Economic Factors for Duke 

Energy's Business". For financial informafion on Duke Energy's 

reportable business segments, see Note 2 to the Consolidated 

Financial Statements, "Business Segments.") 

U.S. FRANCHISED ELECTRIC AND GAS 

Service Area and Customers 

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

tes and sells electricity and transports and sells nattjral gas. It 

conducts operafions primarily through Duke Energy Carolinas, the , 

regulated transmission and distribufion operations of Duke Energy 

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

Ohio, Duke Energy Indiana and Duke Energy Kentucky collectively 

referred to as Duke Energy Midwest). Its sen/ice area covers about 

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

central and western North Carolina, western South Carolina, 

southwestern Ohio, central, north central and southern Indiana, and 

northern Kentucky. U.S. Franchised Electric and Gas supplies electric 

service to approximately 4 million residential, commercial and 

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

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

provides domestic regulated transmission and distribution sen/ices for 

natural gas to approximately 500,000 customers in southwestern 

Ohio and northern Kentucky via approximately 7,200 miles of gas 

mains (gas distribution lines that sen/e as a common source of 

supply for more than one service line) and approximately 

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

incorporated municipalities and to public and private utilifies. In 

addition, municipal and cooperative customers who purchased 

portions of the power generated by the Catawba Nuclear Station may 

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

Carolinas, through contractijal agreements. For more Information on 

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

Consolidated Financial Statements, "Joint Ownership of Generating 

and Transmission Facilities." 

Duke Energy Carolinas' sen/ice area has a diversified commerc

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

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

as finance, insurance, real estate sen/ices, and local government also 

constitute key components of the states' gross domestic product. 

Chemicals, rubber and plastics, textile and motor vehicle 

manufacturing industries were among the most significant 

contributors to the Duke Energy Carolinas' industrial sales. 

Duke Energy Ohio's and Duke Energy Kentucky's service area 

botii have a diversified commercial and industrial presence. Major 

components of the economy include manufacturing, real estate and 

rental leasing, wholesale trade, financial and insurance services, retail 

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

The primaiy metals industty, transportation equipment, 

chemicals, and paper and plastics were tiie most significant contribu

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

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

beverage manufacturing, fabricated metals, and electronics also have 

a strong impact on the area's economic growth and the r^ion's 

industrial sales. 

Industries of major economic significance in Duke Energy 

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

primary metals, and transportation. Other significant industries opera

ting in the area include chemicals, fabricated metal, and other' 

manufacturing. Key sectors among general sen/Ice customers include 

education and retail trade. 

The number of residential and general sen/ice custorhers within 

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

to these customers, is expected to increase over time. However, 

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

conditions. Industrial sales declined in 2009 when compared, to 

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

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

industrial customers is expected to remain a smaller, yet still signific

ant, portion of U.S. Franchised Electric and Gas sales in the 

foreseeable future. 

U.S. Franchised Electric and Gas' costs and revenues are influe

nced by seasonal patterns. Peak sales of electi'icily occur during the 

summer and winter months, resulting in higher revenue and cash 

flows during those periods. By contrast, fewer sales of electricity occur 

during the spring and fall, allowing for scheduled plant maintenance 

during those periods. Peak gas sales occur during the winter montiis. 
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The following maps show the U.S. Franchised Elecfi-ic and Gas' sen/ice territories and operating facilities. 

U.S. Franchised Electric and Gas Carolinas Power General Facilities 
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Energy Capacity and Resources 

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

is generated by three nuclear generating stations with a combined 

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

19% ownership in the Catawba Nuclear Station), fifteen coal-fired 

stafions with an overall combined owned capacity of 13,189 MW 

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

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

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

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

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

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

and one combined cycle (CC) station burning natural gas with an 

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

through contracts with other generators and purchased on the open 

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

purchase power for its customers, include generating plant outages, 

extreme weather conditions, generation reliability during the summer, 

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

tions and arrangements with its neighboring utilities to facilitate plan

ning, emergency assistance, sale and purchase of capacity and . 

energy, and reliability of power supply. 

U.S. Franchised Electric and Gas' generation portfolio is a 

balanced mix of energy resources having different operating characte

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

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

options. Including owned generation resources and purchased power 

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

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

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

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

units that operate almost continuously (or at baseload levels). In 

2009, approximately 98.1 % of the total generated energy came from 

U.S. Franchised Electric and Gas' low-cost, efficient nuclear and coal 

units (59.6% coal and 38.5% nuclear). The remaining energy needs 

were supplied by hydroelectric, CT and CC generation or economic 

purchases from the wholesale market. 

Hydroelectric (both conventional and pumped storage) in the 

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

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

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

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

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

started or stopped as needed to meet changing customer loads.-

Hydroelectrlc units produce low-cost energy, but their operations are 

limited by the availability of water flow. 

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

lectric facilities offer the added flexibilily of using low-cost off-peak 

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

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

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

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

U.S. Franchised Electric and Gas is engaged in planning efforts 

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

projections indicate a need for capacity additions, which may include 

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

facilities or gas-fired generation 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. Significant 

current or potenfial future capital projects are discussed below. 

South Carolina passed new energy legislation South Carolina 

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

legislation includes provisions to provide assurance of cost recovety , 

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

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

construction costs associated with nuclear or coal baseload genera

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

baseload generation in rates during construction through a rider. The 

North Carolina General Assembly also passed comprehensive energy 

legislation North Carolina Senate Bill 3 (SB 3)in July 2007 tiiat was 

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

Carolina legislation, the North Carolina legislation provides cost 

recovery assurance, subject to prudency review, for nuclear project 

development costs as well as baseload generation construction costs. 

A utility may include financing costs related to construction work in 

progress for baseload plants in a rate case. 

William States Lee III Nuclear Station. 

On December 12, 2007, Duke Energy Carolinas filed an 

appllcafion with the Nuclear Regulatory Commission (NRC), which 

has been docketed for review, for a combined Constnjction and 

Operating License (COL) fortwo Westinghouse APIOOO (advanced 

passive) reactors for the proposed William States Lee III Nuclear 

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

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

application does not commit Duke Energy Carolinas to build nuclear 

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

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

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

guarantee, which has the potenfial to significantly lower financing 

costs associated with the proposed William States Lee ill Nuclear 

Stafion; however. It was not among the four projects.selected by tiie 

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

program. The project could be selected in the future if the program 

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

program. 

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 tWo 800 MW state of the art coal generation' 

units at its existing Cliffside Steam Station in North Carolina. On 

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

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

Energy Carolinas entered into an amended and restated engineering, 

procurement, construction and commissioning services agreement, 

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

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

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

related to a flue gas desulfurization system on an existing unit at 
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Cliffside. On February 27, 2009, Duke Energy Carolinas filed its 
latest updated cost estimate of $1.8 billion (excluding up to 
approximately $0.6 billion of allowance for funds used during 
construction (AFUDC)) for the approved new Cliffside Unit 6. Duke 
Energy Carolinas believes that the overall cost of Cliffside Unit 6 will 
be reduced by approximately $125 million in federal advanced clean 
coal tax credits. ODnstruction of Cliffside Unit 6 is undenway and is 
approximately 55% complete as of December 3 1 , 2009. 

Dan River and Buck Combined Cycle Facilities. 

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

preliminary CPCN informafion to construct a 520 MW combined 

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

Steam Station, as well as updated preliminary CPCN information to 

construct a 620 MW combined cycle natural gas-fired generating 

facilily at its existing Buck Steam Station. On December 14, 2007, 

Duke Energy Carolinas filed CPCN applications for the two combined 

cycle facilities. The NCUC consolidated its consideration of the two 

CPCN applications and held an evidentiary hearing on the applica

tions on March 11, 2008. On May 5, 2008, Duke Energy Carolinas 

entered into an engineering, construction and commissioning services 

agreement for the Buck combined cycle project,, valued at 

approximately $275 million, with Shaw North Carolina, Inc. On 

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

since the issuance ofthe CPCN Order, recent economic factors have 

caused increased uncertainty with regard to forecasted load and near-

term capital expenditures, resulting in a modificafion of the 

construcfion schedule. On September 1, 2009, Duke Energy 

Carolinas filed with the NCUC further information clarifying the 

construction schedule for the two projects. Under the revised 

schedule, the Buck Project is expected to begin operation in 

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 

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

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

projects are approximately $660 million and $710 million, 

respectively. 

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

a final air construction permit authorizing construction of the Buck 

combined cycle natural gas-fired generating units, and on August 24, 

2009, the DAQ issued a final air permit authorizing construction of 

the Dan River combined cycle natural gas-fired generation units. 

Edwardsport IGCC. 

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 630 MW IGCC power plant at Duke Energy 

Indiana's Edwardsport Generating Station in Knox County, Indiana. 

The facility was initially estimated to cost approximately $2 billion 

(including approximately $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 forthe 

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

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

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

from the Indiana Department of Environmental Management. 

On May 1, 2008, Duke Energy Indiana filed 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 approximately $125 million 

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

ired by the lURCs CPCN Order. On Januaty 7, 2009, the IURC 

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

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

on carbon capture. Duke Energy Indiana was required to file its plans 

for studying carbon storage related to the project within 60 days of 

the order. On November 3, 2008 and May 1, 2009, Duke Energy 

Indiana filed Its second and third semi-annual 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. Duke Energy has experienced design modifications 

and scope growth above what was anticipated from the preliminary 

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

Energy Indiana forecasted that the additional capital cost items would 

use the remaining contingency and escalation amounts in the current 

$2.35 billion costestimateand add approximately $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 the IURC to establish a subdocket proceeding in 

which Duke Energy will present additional evidence regarding an 

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

comprehensive review of the IGCC project could occur. On 

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

request for a subdocket proceeding regarding the cost estimate issues 

and accepted procedural schedules for the fourth semi-annual update 

proceeding and the subdocket proceeding. The evidentiary hearing for 

the fourth semi-annual update proceeding is scheduled for April 5, 

2010. In the cost estimate subdocket proceeding, Duke Energy 

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

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

scheduled to begin August 10, 2010. Duke Energy Indiana contin

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

increased cost to complete the Edwardsport IGCC project, and 

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

estimate subdocket proceeding will be slgnificantiy higher than the 

$150 million previously identified. 

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 Juty 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 enhan

ced oil recovety for the CO2 from the Edwardsport IGCC facility. The 

Indiana Office of Utility Consumer Counselor (OUCC) filed tesfimony 

supportive of the continuing study of carbon storage, but 

recommended that Duke Energy Indiana break its plan into phases, 

recommending approval of only approximately $33 million in expen

ditures at this time and deferral of expenditures rather than cost 

recovery through a tracking mechanism as proposed by Duke Energy 

Indiana. Inten/enor CAC recommended against approval of the 

carbon storage plan stating customers should not be required to pay 

for research and development costs. Duke Energ/ Indiana's rebuttal 

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

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

carbon storage site assessment and characterizafion activities 

scheduled to occur through approximately the end of 2010, with 

further required study expenditures subject to future IURC 

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

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

Under the Edwardsport IGCC CPCN order and statutory 

provisions, Duke Energy Indiana is entitled to recover the costs 

reasonably incurred in reliance on the CPCN Order. In December 

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

procurement and construction management agreement with Bechtel 

Power Corporation. Construction of Edwardsport is undenway and is 

approximately 50% complete as of December 31 , 2009. 

See Note 4 to the Consolidated Financial Statements, 

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

or potential construction projects. 

Fuel Supply 

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

Franchised Electric and Gas'sources of power and fuel costs for the three years ended December 3 1 , 2009., 

Coal'?> 
Nuclear<w 
Oil and gasfc' 

All fuels (cost-based on weighted average)'a)<w 
Hydroelectric™ 

Generation by Source 

2009 

59.6 
38.5 

0.4 

98.5 
1.5 

(Percent) 

2008 

66.9 
32.1 

0.7 

99.7 
0.3 

2007 

66.5 
31.2 

1.1 • 

98.8 
1.2 ^ 

Cost of Delivered Fuel 
Kilowatt-hour Generate 

2009 2008 

2.88 
0.48 
7.71 

1.96 

2.59 
0.44 

13.47 

1.97 

per Net 
d (Cents) 

2007 

2.20 
0.38 
9.32 

1.71 

100.0 100.0 100.0" 

(a) 

(b) 

(c) 
(d) 

statistics related to coal generation and all fuels reflect U.S. Franchised Electric and Gas' 69% ownerstiip interest in the East Bend Steam Station and 50.05% ownership interest in Unit 
5 of the Gibson Steam station. 
Statistics related to nuclear generation and ail fuels refiect U.S. Franchised Electric and Gas' 12.5% interest in the Catawba Nuclear Station through September 30, 2008 and an 
approximate 19% ownership interest in the Catawba Nuclear Station from October 1, 2008 and thereafter. 
Cost statistics include amounts for light-off fuel at U.S. Franchised Electric and Gas'coal-fired stations. ' • ' • •' 
Generating figures are net of output required to replenish pumped storage facilities during off-peak periods. : .• 

Coal. 

U.S. Franchised Electric and Gas meets its coal demand in 

the Carolinas and Midwest through a portfolio of purchase 

supply contracts and spot agreements. Large amounts of coal are 

purchased under supply contracts with mining operators who 

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

Electric and Gas uses spot-market purchases to meet coal 

requirements not met by supply contracts. Expiration dates for its 

supply contracts, which have various price adjustment provisions 

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

Franchised Electric and Gas expects to renew these contracts or 

enter into similar contracts with other suppliers for the quantities 

and quality of coal required as existing contracts expire, though 

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

purchased for the Carolinas is primarily produced from mines in 

eastern Kentucky, West Virginia and southwestern Virginia. The 

coal purchased for the regulated Midwest entities is primarily 

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

Electric and Gas has an adequate supply of coal under contract 

to fuel its projected 2010 operations and a significant portion of 

supply to fuel its projected 2011 operations. 

The current average sulfur content of coal purchased by 

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

1%; however, as Carolinas coal plants continue to bring on scaibbers 

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

increase as highersulfur coal options are considered. The current 

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

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

of available sulfur dioxide (SOj) emission allowances on the open 

market, this satisfies the current emission limitations for SO2 for . 

existing facilities in the Carolinas and Midwest. 

Gas. 

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

and the subsequent delivery of natural gas to native load customers 

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

and Gas' natural gas procurement strategy is to buy firm natural gas ^ 

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

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

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

transportation capacity along with spot supply and interruptible 

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

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

curtailable) firm customers during peak winter conditions and 

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

contract commitments if firm customers choose alternate gas 

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

gas transportation programs. In 2009, firm supply purchase commit

ment agreements provided approximately 99% ofthe natural gas 

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

firm supply agreements feature two levels of gas supply, specifically 

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

requirements, and (2) swing load, which is gas available on a daity 

basis to accommodate changes in demand due primarily to changing 

weather conditions. 

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

cavems witii a total storage capacity of approximately 16 million 

gallons of liquid propane. In addition, U.S. Franchised Electi-ic and Gas 

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

loan through a commercial services agreement with a third party. This 

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

located in Ohio and Kentucky. Propane/air peak shaving plants 

vaporize tiie propane and mix with natijral gas to supplement the 

natijral gas supply during peak demand periods and emergencies. 

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

ment-price volatility mitigation programs for Duke Energy Ohio and 

Duke Energy Kentucky. These programs pre-arrange between 

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

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

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

total summer season gas requirements for both Duke Energy Ohio 

and Duke Energy Kentucky for up to three years in advance ofthe 

delivery month. Duke Energy Ohio and Duke Energy Kentucky use 

primarily fixed-price fonward contracts and contracts with a ceiling 

and floor on the price. As of December 3 1 , 2009, Duke Energy Ohio 

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

approximately 22% of their winter 2009/2010 system load 

requirements. 

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

purchase and the subsequent delivery of natural gas to the gas 

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

Energy Carolinas, Duke Energy Indiana and Duke Energy Kentucky 

sen/ice territories. The natural gas procurement strategy is to contract 

with one or several suppliers who buy spot market natural gas 

supplies along with firm or interruptible Interstate pipeline transporta

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

competitive pricing, flexibility of delivety, and reliable natural gas 

supplies to each ofthe natural gas plants. Many ofthe natural gas 

plants can be sen/ed by several supply zones and multiple pipelines. 

Duke Energy Indiana hedges, a percentage of its winter and 

summer expected native gas burn from Indiana gas turbine units 

using financial swaps tied to the New York Mercantile Exchange 

(NYMEX)-Henry Hub natural gas futures. 

Nuclear. 

The industrial processes for producing nuclear generating fuel 

generally involve the mining and milling of uranium ore to produce 

uranium concentrates, the services to convert uranium concentrates 

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

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

into usable fuel assemblies. 

Duke Energy Carolinas has contracted for uranium materials 

and sen/ices to fuel the Oconee, McGuire and Catawba Nuclear 

Stations in the Carolinas. Uranium concentrates, conversion sen/ices 

and enrichment sen/ices are primarily met through a diversified 

portfolio of long-term suppty contracts. The conti-acts are diversified 

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

staggers its contracting so that its portfolio of long-term contracts 

covers the majority of its fuel requirements at Oconee, McGuire and 

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

ments over time thereafter. Due to the technical complexities of 

changing suppliers of fuel fabrication sen/ices, Duke Energy Carolinas 

generally sources these sen/Ices to a single domestic supplier on a 

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

Duke Energy Carolinas has entered into fuel contracts that, 

based on its current need projections, cover 100% ofthe uranium 

concentrates, conversion sen/ices, and enrichment sen/ices require

ments of the Oconee, McGuire and Catawba Nuclear Stations 

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

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

ofthe fuel requirements at Oconee, McGuire and Catawba are 

covered by long-term contracts. For future requirements not already 

covered under long-term contracts, Duke Energy Carolinas believes it 

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

contractual arrangements with other suppliers of nuclear fuel 

materials and sen/ices. Near-term requirements not met by long-term 

supply contracts have been and are expected to be fulfilled with 

uranium spot market purchases. 

Energy Efficiency. 

Several factors have led to increased focus on energy efficiency, 

including environmental constraints, increasing costs of generating 

plans and legislative mandates regarding building codes and 

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

developed various programs designed to promote the efficient use of 

electricity by its customers. These programs, collectively called 

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

past several years. 

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

2008, in conjunction with the ESP, and Duke Energy Ohio b^an 

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

Save-a-watt is approved to continue through December 3 1 , 2011. 

On Febmary 26, 2009, the NCUC approved Duke Energy 

Carolinas' energy efficiency programs and authorized Duke Energy 

Carolinas to implement its rate rider pending approval of a final 

compensation mechanism by the NCUC. Duke Energy Carolinas 

began offering energy consen/ation programs to North Carolina retail 

customers and billing a consen/ation-program only rider on June 1, 

2009. In October 2009, Duke Energy Carolinas also began offering 

DUKE ENERGY CORPORATION / 2009 FORM lO-K 12 



PARTI 

demand response programs in North Carolina. On December 14, 

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

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

a rate rider reflecting both consen/ation and demand response 

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

North Carolina are approved through December 3 1 , 2013. 

Duke Energy Carolinas began offering demand response and 

conservation programs to South Carolina retail customers effective 

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

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

programs. Duke Energy Carolinas began billing this rider to retail 

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

compensation approach in South Carolina are approved through 

DecemberSl, 2013. 

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

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

reached a settlement with all inten/enors except one, the CAC, and 

filed the settlement agreement with the IURC. An evidenfiary hearing 

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

On February 10, 2010, the IURC approved the request 

The KPSC approved Duke Energy Kentucky's current energy 

efficiency programs in 2009. The KPSC is reviewing Duke Energy 

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

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

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

2010, Duke Energy Kentucky withdrew the application to implement 

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

SmartGrid and Distributed Renewable Generation 

Demonstration Project 

Duke Energy Indiana filed a petition in May 2008, and 

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

build an intelligent distribution grid in Indiana. The proposal 

requested approval of distribufion formula rates or. In the alternative, 

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

the build-out and the recovety of incremental operating and 

maintenance expenses and lost revenues. The petition also included 

a pilot program for the installation of small solar photovoltaic and 

wind generation on customer sites, for approximately $10 million 

over a three-year period. Duke Energy Indiana filed supplemental 

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

treatment on the cosVbeneflt analysis for SmartGrid. After various 

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

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

Nucor Corporation, and the Duke Energy Indiana Industrial Group 

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

SmartGrid initiative at a slower pace, including cost recovety through 

a fi-acking mechanism. The settlement also included increased 

reporting and monitoring requirements, approval of Duke Energy 

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

collaborative design to initiate several time differentiated pricing pilots, 

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

the settlement agreement provided for tracker recovery ofthe costs 

associated with the Smarifirid initiative, subject to cost recovety caps 

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

a reduction in costs associated with the adoption of a new deprecia

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

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

settlement agreement as incomplete and not in the public interest. 

The IURC cited a lack of defined benefits ofthe programs and 

encouraged the parties to continue the collaborative process outlined 

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

options. The IURC required the parties to present a procedural 

schedule within 10 days to address the underiying relief requested In 

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

the American Recovety and Reinvestment Act (the Stimulus Bill) 

funding recentiy awarded by the DOE. Duke Energy Indiana is 

considering its next steps, including a review ofthe implications of 

this Order on the Stimulus Bill SmartGrid Investment Grant award 

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

December 1, 2009, wherein a procedural schedule was established 

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

proposal. Duke Energy is currently scheduled to file supplemental 

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

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

Duke Energy Ohio received approval to recover expenditures 

incurred to deploy the SmartGrid infrastructure in December 2008 in 

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

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

rates for return of its SmartGrid net costs incurred for gas and electric 

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

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

bution rate case. A Stipulation and Recommendation was entered 

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

Ohio Partners for Affordable Energy, which provides for a revenue 

increase of approximately $4.2. million under the electric rider and 

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

and Recommendation is expected in the first quarter 2010. 

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

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

SmartGrid investment grant from the DOE in October 2009. Duke 

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

conjunction with regulatoty activities described atx3ve that are 

ongoing in Indiana and Ohio. 

See Note 4 to the Consolidated Financial Statements, 

"Regulatoty Matters," for additional information. 

Renewable Energy. 

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

sparked rising government support in driving increasing renewable 

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

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

in 2007 established a renewable energy and energy efficiency 

portfolio standard (REPS) for electric utilities, and in 2008, the state 

of Ohio also passed legislation that included renewable energy and 

advanced energy targets. Duke Ener©/ Carolinas, DUke Energy Ohio 

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

seeking bids for power generated from renewable energy sources, 

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

Duke Energy Ohio is required to secure renewable energy and include 

an increasing percentage of renewables as part of its resource portfo

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

average of its standard sen/ice offer load. The requirements are 

0.25% ofthe baseline load from non-solar and 0.004% from solar 

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

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

must come from resources located within the state of Ohio. To 

address this legislation, Duke Energy Ohio initiated several acquisition 

activities including comprehensive renewable RFPs in June 2008. 

Duke Energy Ohio evaluated the bids and selected both solar and 

non-solar bids to begin negotiations aimed toward final contract . 

executions. Initial objectives were focused on meeting the specific 

near-term 2009, 2010 and 2011 requirements. Duke Energy Ohio 

is also working with regulators to seek clarifications on points ofthe. 

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

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

which will regulate energy efficiency, alternative energy generation 

requirements and emission reporting for activities mandated by 

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

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

renewable obligations. 

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

Energy Carolinas was required to include an increasing percentage of 

renewables as part of its generation portfolio. SB 3 requires solar 

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

total portfolio to comply with solar, swine and poultty requirements 

beginning 2012. Total North Carolina renewable energy resource 

compliance increases to 12.5% by 2021. SB 3 granted the NCUC 

authority to approve an energy efllciency rate rider to compensate 

utilities for new energy efficiency programs that they implement as 

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

with the renewable portfolio standard. To address this legislation, 

Duke Energy Carolinas initiated a comprehensive renewable RFP in 

April 2007 to address the 2010 through 2014 renewable portfolio 

standards requirements. As a result of the 2007 renewable energy 

RFP, Duke Energy Carolinas has executed a contract with a solar 

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

hydro facilities portfolio to meet future compliance requirements. 

Duke Energy Carolinas is working with regulators to seek clarifications 

on points of the SB 3 renewable guidelines. Duke Energy Carolinas 

will continue to meet its growing renewable efforts with bidders, 

suppliers and the community in the Carolinas to meet the increasing 

renewable obligations. 

Inventory 

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

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

and supplies in order to ensure continuous operation of generating 

facilities and reliable delivery to customers. As of December 31 , 

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

wasappraximateiy $1,278 million. See Note 1 to the Consolidated 

Financial Statements, "Summary of Significant Accounting Policies," 

for additional information. 

Nuclear Insurance and Decommissioning 

Duke Energy (^rolinas owns and operates the McGuire and 

Oconee Nuclear Stations andoperates and has a partial ownership 

interest in the Catawba Nuclear Station. The McGuire and the 

Catawba Nuclear Stations each have two nuclear reactors and the 

Oconee Nuclear Station hastiiree. Nuclear insurance includes: 

liability coverage; property, decontamination and premature decom

missioning coverage; and business interruption and/or extra 

expense coverage. The other joint owners of the Catawba Nuclear 

Station reimburse Duke Energy Carolinas for certain expenses 

associated with nuclear insurance premiums. The Price-Anderson Act 

requires Duke- Energy to provide for public liability claims resulting 

from nuclear incidents to the maximum total financial protection 

liability, which was approximatety $12.5 billion and increased to 

approximatety $12.6 billion effective Januaty 1, 2010. See Note 16 

to the Consolidated Financial Statements, "Commitments and 

Contingencies — Nuclear Insurance," for more information. 

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

amount for contributions and expense levels for decommissioning. In 

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

Duke Energy Carolinas expensed approximatety $48 million and 

contributed cash of approximately $48 million to the Nuclear 

Decommissioning Trust Funds (NOTE) for decommissioning costs. 

The entire amount of these contributions were to the funds resen/ed 

for contaminated costs as contributions to the funds resen/ed for 

non-contaminated costs have been discontinued since the current 

estimates indicate existing funds to be suflicient to cover projected 

future costs. The balance of the external NDTF was approximately 

$1,765 million as of December31, 2009 and $1,436 million as of 

December 31,2008. 

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 deco

mmission plant components not subject to radioactive contamination, 

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

Duke Energy Carolinas' 19.25% ownership interest in the Catawba 

Nuclear Station. The other joint owners ofthe Catawba Nuclear 

Station are responsible for decommissioning costs related to their 

ownership interests in the station. 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 the existing fund balance 

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

of future decommissioning. 

Duke Energy Carolinas 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 approximately $48 million is sufficient to 

cover the estimated decommissioning costs. Duke Energy Carolinas 

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

rate case on Januaty 27, 2010. Both the NCUC and the PSCSC 

approved the existing $48 million annual funding level for nuclear 

decommissioning costs. See Note 7: to the Consolidated Financial 

Statements, "Asset Retirement Obligations," for more information. 

After used fuel Is removed from a nuclear reactor, it is cooled In 

a spent-fuel pool at the nuclear station. U nder provisions of the 

Nuclear Waste Policy Act of 1982, Duke Energy Carolinas contracted 

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

begin accepting used nuclear fuel on January 31,1998, the date 

specified by the Nuclear Waste Policy Act and In Duke Energy's 

contract with the DOE. Duke Energy Carolinas will continue to safely 

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

Energy Carolinas filed a claim with the U.S. Court of Federal Claims 

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

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

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

result of the DOE's partial material breach of its contract, including 

the cost of securing additional used fuel storage capacity. On 

March 5, 2007, Duke Enei-gy Carolinas and the U.S. Department of 

Justice reached a settlement resolving Duke Energy Carolinas' used 

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

initial payment to Duke Energy Carolinas for certain storage costs " 

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

annually for future storage costs. 

solution, further state tort reform or structured settlement transactions 

could also change the estimated liability. Given the uncertainties 

associated with projecting matters into the future and numerous other 

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

reasonably possible that Duke Energy Carolinas may incur asbestos 

liabilities in excess of its recorded resen/es. 

Duke Energy Indiana and Duke Energy Ohio have also been 

named as defendants or co-defendants in lawsuits related to asbestos 

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

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

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

vatying assumptions, concerning uncertainties, such as, among 

others-, (i) the numtier of contractors potentially exposed to asbestos 

during construction or maintenance of Duke Energy Indiana and 

Duke Energy Ohio generating plants; (ii) the possible incidence of 

various illnesses among exposed workers and (iii) the potential settle

ment costs without federal or other legislation that addresses asbestos 

tort actions, Duke Energy estimates that the range of reasonably 

possible exposure in existing and future suits over the foreseeable 

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

as additional settlements occur and claims are made and more case 

law is established. 

See Note 16 to the Consolidated Financial Statements, 

"Commitments and Contingencies-Litigation-Asbestos Related Injuries 

and Damages Claims," for more information. 

Asbestos Related Injuries and Damages Claims Competition 

Duke Energy has experienced numerous claims for indemnifica

tion and medical reimbursements 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 1,985. 

Duke Energy has third-party insurance to cover certain losses ; 

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

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

Resen/es recorded on Duke Energy's Consolidated Balance Sheets are 

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

the range of loss for current and future asbestos claims through 

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

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

uncertainties inherent in a longer-term forecast, management does 

not believe they can reasonably estimate the indemnity and medical 

costs that might be incurred after 2027 related to such potential 

claims. Asbestos-related loss estimates incorporate anticipated 

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

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

greater uncertainty as the projection period lengthens. A significant 

upward or downward trend in the number of claims filed, the nature 

of the alleged injuty, and the average cost of resolving each such 

claim could change management's estimated liability, as could any 

substantial adverse or favorable verdict at trial. A federal legislative 

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

government-owned power systems, municipally owned electric 

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

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

municipalities in North Carolina and South Carolina, respectively, to 

regulated electric utilities and rural electric cooperatives, Substantially 

all ofthe territory comprising Duke Energy Carolinas' service area has 

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

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

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

North Carolina municipalities to serve customers outside their corpor

ate limits. In South Carolina, competition continues between 

municipalities and other electric suppliers outside the municipalities' 

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

the right of municipalities to serve customers outside corporate limits 

is subjectto court approval. In Ohio, certified suppliers may offer retail 

electric generation sen/ice to residential, commercial and industrial 

customers. In Indiana, the state is divided into certified electric sen/ice 

areas for municipal ufilities, rural cooperatives and investor owned 

utilities. There are limited circumstances where the certified electric 

sen/ice areas can be modified, with approval ofthe IURC. U.S. 

Franchised Electric and Gas also competes with other utilities and 

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

Franchised Electric and Gas continues to compete with natural gas 

providers. 
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Regulation 

State 

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

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

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

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

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

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

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

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

Electric and Gas' generating facilities. CPCN's issued by the State 

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

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

electricity to retail and wholesale customers. Prior approval from the 

relevant State Utility Commission is required for Duke Energy's 

regulated operating companies to issue securities. 

Duke Energy Carolinas 2009 North Carolina Rate Case. 

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

for Adjustment of Rates and Charges Applicable to Electric Sen/ice in 

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

upon a historical test year consisting of the 12 months ended 

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

entered into a settlement agreement with the North Carolina Public 

Staff. Two organizations representing industrial customers joined the 

settlement on October 2 1 , 2009. The terms of the agreement include 

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

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

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

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

costs related to the Cliffside modernization project until January 1, 

2011; ahd (ii) the accelerated retum of certain regulatoty liabilities to 

customers which lowered the total impact to customer bills to an 

increase of approximately 7% in the near-term. The proposed 

settlement includes a 10.7% return on equity and a capital struchjre 

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 and implemented 

on Januaty 1, 2010. 

Duke Energy Carolinas 20(B 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. On September 25, 

2009, Duke Energy Carolinas filed a supplemental request seeking . 

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

Carolinas' new energy efficiency efforts. Parties tothe proceeding 

include the South Carolina Office of Regulatory Staff (ORS), the South 

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

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

settlement agreement on November 24, 2009, recommending, (1) a 

$74 million increase in base rates, (ii) an allowed return on equity of 

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

ture of 53% equity, and (iii) various riders, including one that 

provides for the return of DSM charges previously collected from 

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

provides for a storm resen/e provision allowing Duke Energy Carolinas 

to collect $5 million annualty (up to a maximum funding level of 

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

costs in any particular period. On January 20, 2010, the PSCSC ^ 

approved ttie settlement agreement in full, including the cost recovery 

mechanism for the energy efficiency effort. The new rates were 

effective Febrtjary 1,2010. 

Duke Energy Ohio Electric Rate Filings. 

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

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

to approve an electric utility's standard generation sen/ice offer 

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

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

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

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

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

to be effecfive January 1, 2009. On December 17, 2008, the PUCO 

issued its finding and order adopting a modified Stipulation with 

respect to Duke Energy Ohio's ESP filing. The PUCO agreed to Duke 

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

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

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

the termination ofthe residential and non-residential Regulatory 

Transition Charge, the recovery of expenditures incurred to deploy the 

SmartGrid infrastructure and the implementation of save-a-watt. See 

"Commercial Power" section below for additional information related 

to the ESP. 

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

Consolidated Financial Statements, "Regulatoty Matters — U.S. 

Franchised Electric and Gas." 

Federal 

Regulations of FERC and the State Utility Commissions govern 

access to regulated electric and gas customer and other data by 

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

non-regulated energy affiliates. These regulations affect the activities 

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

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

2005. The legislation directs specified agencies to conduct a signifi

cant number of studies on various aspects of the energy industry and 

to implement other provisions through rule makings. Among the key 

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

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

a self-regulating electric reliability organization governed by an 

independent board with FERC oversight, extended the Price Anderson 

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

support and production tax credits for new nuclear reactors, gave 

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

projects, streamlined the processes for approval and permitting of 

interstate pipelines, and reformed hydropower relicensing. In 2005 

and 2006, FERC initiated several rule makings as directed bythe 

Energy Policy Act of 2005. These rulemakings have now been 

completed, subject to certain appeals and further proceeding. Duke 

Energy does not believe that these rulehiakings or the appeals will 

have a material adverse effect on its consolidated results of 

operations, cash flows or financial position. 

The Energy Policy Act of 1992 and subsequent rulemakings 

and events initiated the opening of wholesale energy markets to 

competition. Open access transmission for wholesale transmission 

provides energy suppliers and load sen/ing entities, including U.S. 

Franchised Electric and Gas and wholesale customers located In the 

U.S. Franchised Electric and Gas sen/ice area, with opportunities to 

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

prices, which can lower overall costs to retail customers. 

Duke Energy Ohio, Duke Energy Kentucky and Duke Energy 

Indiana are transmission owners in a regional transmission organiza

tion operated by the Midwest Independent Transmission System 

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

maintains functional control over the combined transmission systems 

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

energy market within its footprint and in January 2009 it began 

administering an ancillary sen/ices market. Additionally, in April 

2009, the Midwest ISO began administering a voluntary capacity 

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

requirement. 

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

functional control of the operation of the Duke Energy Indiana 

transmission system to the Midwest ISO, a Regional Transmission 

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

IURC authorized Duke Energy Indiana to transfer control area opera

tions tasks and responsibilities and transfer dispatch and Day 2 

energy markets tasks and responsibilities to the Midwest ISO. On 

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

transfer additional balancing authority functions to the Midwest ISO to 

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

ancillaty sen/ices market. 

The Midwest ISO is the provider of transmission sen/ice 

requested on the transmission facilities under its tariff. It is responsi

ble for the reliable operation of those transmission facilities and the 

regional planning of new transmission facilities. The Midwest ISO 

administers energy markets utilizing Locational Marginal Pricing (i.e., 

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

ISO market based on transmission congestion and energy losses) as 

the methodology for relieving congestion on the transmission facilities 

under its functional control. 

On December 19, 2005, the FERC approved a plan filed by 

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

sen/e as a coordinator of certain transmission functions and an 

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

ofthe operation of Duke Energy Carolinas' transmission system. Duke 

Energy Carolinas remains the owner and operator of the transmission 

system, with responsibility for the provision of transmission sen/ice 

under Duke Energy Carolinas' Open Access Transmission Tariff. Duke 

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

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

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

currentiy seeking adjustments to its transmission rates to reflect the 

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

material adverse effect on Duke Energy's future consolidated results of 

operations, cash fiows or financial position. 

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

Analysis of Financial Condition and Results of Operations for a 

discussion about potential Global Climate Change legislation and the 

potential Impacts such legislation could have on Duke Energy's 

operations. 

Other 

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

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

generating facilities. In 2000, the NRC renewed the operating license 

for Duke Energy Carolinas' three Oconee nuclear units through 2033 

for Units 1 and 2 and through 2034 for Unit 3. In 2003, the NRC 

renewed the operating licenses for all units at Duke Energy Carolinas' 

McGuire and Catawba stations. The two McGuire units are licensed 

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

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

and Gas' hydroelectric generating facilities are licensed by the FERC 

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

from 2005 to 2036. The FERC has authority to issue new hydroelec

tric generating licenses. Hydroelectric facilities whose licenses expired 

in 2005 through 2009 are operating under annual extensions of the 

current license until FERC issues a new license. Other hydroelectric 

facilities whose licenses expire between 2010 and 2016 are in 

various stages of relicensing. Duke Energy expects to receive new 

licenses for all applicable hydroelectric facilities with the exception of 

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

approved license surrender Duke Energy Carolinas has removed the 

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

multi-stakeholder agreements and Duke Energy Carolinas is 

continuing with stream restoration and post-removal monitoring as 

requested by FERC's license surrender order. 

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

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

environmental agencies. (For a discussion of environmental regula

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

COMMERCIAL POWER 

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 non-regulated generation in Ohio, 

acquired from Cinergy in April 2006, which are dedicated under the 

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

assets that were a portion of former DENA, which are dispatched into 

wholesale markets. Commercial Power's assets, excluding wind 

energy generation assets, are comprised of approximately 7,550 net 
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MW of power generation primarily located in the Midwestern United 
States. The asset portfolio has a diversified fuel mix with, baseload 
and mid-merit coal-fired units as well as combined cycle and peaking 
natural gas-fired units. Effective January 1, 2009, approximately half 
of Commercial Power's Ohio-based generation assets began operating 
under an ESP, which expires on December 3 1 , 2011, and is descri
bed below. Prior to Januaty 1, 2009, these generation assets were 
contracted through the RSP, which expired on December 3 1 , 2008. 

Commercial Power also has a retail sales subsidiaty, DERS, 
which is certified by the PUCO as a CRES provider in Ohio. DERS 
sen/es retail electric customers In Southwest, West Central and 
Northern Ohio with generation and other energy sen/ices at competi
tive rates. During 2009, due to increased levels of customer 
switching as a result of the competitive markets in Ohio, which is 
discussed further below, DERS has focused on acquiring customers 
that had previously been sen/ed by Duke Energy Ohio under the ESP, 
as well as those previously sen/ed by other Ohio franchised utilities. 

The following map shows the Commercial Power sen/ice territory and generation facilities. 
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Through DEGS, Commercial Power Is an on-site ener©' 
solutions and utility sen/ices provider. Primarily through joint ventu
res, DEGS engages in utility systems construction, operation and 
maintenance of utility facilities, as well as cogeneration. Cogeneration 
is the simultaneous production of two or more forms of usable energy 

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

Duke Energy Generation Services — North America 
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Rates and Regulation 

Effective January 1, 2009, approximately half of Commercial 

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

December 3 1 , 2011. Prior to the ESP, these generation assets had 

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

2008. The ESP consists of the following discrete charges: 

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

intended to provide cost recovery primarily for certain environ

mental compliance expenditures. This component is avoidable 

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

electric sen/ice provider. 

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

intended to provide cost recovery for fuel, purchased power 

and emission allowance expenses (including carbon or energy 

taxes) incurred to generate or procure electricity for retail 

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

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

that switch to an alternative electric sen/ice provider. 

• Capacity Dedication Rider — This rider is intended to provide 

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

retail rate payers. This component is not avoidable (or. 

non-by-passable) by customers that switch to an alternative 

electric sen/ice provider. 

• System Reliability Tracker — This tracker is intended to 

provide actual cost recovery for capacity purchases made to 

maintain adequate resen/e margin. This component is not , 

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

an alternative electric sen/ice provider.... 

• Base Generation Charge — This component reflects a market 

price for retail generation sen/ice and is not a cost-based rate. 

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

that switch to an alternative electric sen/Ice pi'ovider. • 

, 'Transmission Cost Recover/ Rider — The generation portion 

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

certain Midwest ISO charges and all FERC approved transmis

sion costs allocable to retail ratepayers that are provided , 

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

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

electric sen/ice provider. 

Commercial Power's generation operations in the Midwest 

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

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

also generate revenues through sales outside the native load custo

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

Prior to December 17, 2008, Commercial Power did not apply 

regulatory accounting treatment to any of its operations due to the 
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comprehensive electric deregulation legislation passed by the state of 

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

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

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

standard sen/ice ofl'er either through an ESP or a MRO, which is a 

price determined through a competitive bidding process. On Juty 3 1 , 

2008, Duke Energy Ohio filed an ESP and, with ceri:ain amend

ments, the ESP was approved by the PUCO on December 17, 2008. 

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

reapplication of regulatory accounting treatment to certain portions of 

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

effective on January 1, 2009. 

Under the ESP, Commercial Power bills for its native load 

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

approval of an enhanced recovery mechanism for certain of these 

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

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

cost of environmental compliance rider. Accordingly, Commercial 

Power began applying regulatoty accounting treatment to the corresp

onding RSP riders that enhanced the recovety mechanism for 

recovery underthe ESP on December 17, 2008. The remaining 

portions of Commercial Power's Ohio native load generation 

operations, revenues from which are reflected in rate riders for which 

the ESP does not specifically allow enhanced recovery, as well as all 

generation operations associated with non-native customers, 

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

continue to not apply regulatory accounting as those operations do 

not meet the necessary accounting criteria. Moreover, generation 

remains a competitive market in Ohio and native load customers 

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

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

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

established riders. In assessing the probability of recovery of its 

regulatory assets established for its native load generation operations, 

Duke Energy continues to monitor the amount of native load 

customers that have switched to altemative suppliers. At December 

3 1 , 2009, management has concluded that the established 

regulatory assets are still probable of recovery even though there have 

been Increased levels of customer switching. 

Despite certain portions of the Ohio native load operations not 

meeting the criteria for applying regulatoty accounting treatment, all 

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

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

here-in as Commercial Power's regulated operations. 

Commercial Power is subject to regulation at the state level, 

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

The PUCO approves prices for all retaii electric generation sales by 

Duke Energy Ohio for its native retail sen/Ice territory. See 

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

additional information regarding deregulation in Ohio. 

Regulations of FERC and the PUCO govern access to regulated 

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

sen/ices provided between regulated and non-regulated energy 

afflliates. These regulations affect the activities of Commercial Power. 

Other ongoing regulatory initiatives at both state and federal 

levels addressing market design, such as the development of capacity 

markets and real-time electricity markets, impact financial results 

from Commercial Power's marketing and generation activities. 

Commercial Power is subject to the jurisdiction of the EPA and 

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

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

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

Analysis of Financial Condition and Results of Operations for a discu

ssion about potential Global Climate Change legislation and the 

potential impacts such legislation could have on Duke Energy's 

operations. 

Marlcet Environment and Competition 

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

overall economic conditions have negativety impacted Commercial 

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

competes for wholesale contracts for the purchase and sale of 

electricity, coal, natural gas and emission allowances. The market 

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

reliability of sen/ices provided, drive competition in the energy 

marketing business. Commercial Power's main competitors include 

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

power, coal and natural gas marketers, renewable energy companies 

and financial institutions and hedge funds engaged in energy 

commodity marketing and trading. 

Low commodity prices in 2009 have put downward pressure 

on power prices. The available capacity and lower prices have 

provided opportunities for customers in Ohio to switch generation 

suppliers. Competitive power suppliers have begun supplying power 

to current Commercial Power customers in Ohio and Commercial 

Power experienced an increase in customer switching beginning in 

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

year. As of December 3 1 , 2009, customer switching levels approxi

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

through DERS, Commercial Power was able to acquire approximately 

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

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

customers previously sen/ed by other Ohio franchised utilities. 

Fuel Supply 

Commercial Power relies on coal and natural gas for its 

generation of electric energy. 

Coal. 

Commercial Power meets its coal demand through a portfolio of 

purchase supply contracts and spot agreements. Large amounts of 

coal are purchased under supply contracts with mining operators 

who mine both underground and at the surface. Commercial Power 

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

supply contracts. Expiration dates for its supply contracts, which have 

various price adjustment provisions and market re-openers, range 
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from 2010 to 2012. Commercial Power expects to renew tiiese 

contracts or enter into similar contracts with other suppliers for the 

quantities and quality of coal required as existing contracts expire, 

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

coal purchased is primarily produced in Illinois, Ohio and eastern 

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

its projected 2010 operations and a significant portion of supply to 

fuel its projected 2011 operations. The majority of Commercial 

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

equipment. As a result. Commercial Power is able to satisty the 

current emission limitations for SO2 for existing facilities. 

Gas. 

(ikjmmercial Power is responsible for the purchase and the 

subsequent delivety of natural gas to its gas turbine generators. The 

majority of Commercial Power's natural gas requirements are 

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

INTERNATIONAL ENERGY 

International Energy principally operates and manages power 

generation facilities and engages in sales and marketing of electric 

power and natural gas outside the U.S. It conducts operations 

primarily through DEI and its afliliates and its activities target power 

generation in Latin America. Additionally, International Energy has 

equity method investments in NMC, located in Saudi Arabia, which 

is a regional producer of MTBE and Attiki, located in Athens, Greece, 

which is a natural gas distributor and was acquired in connection 

with the Cinergy merger. In December 2009, International Energy 

decided to abandon its investment in Attiki. See Note 12 to the 

Consolidated Financial Statements, "Investments in Unconsolidated 

Affiliates and Related Party Transactions," for additional information. 

International Energy's customers Include retail distributors, 

electric utilities, independent power producers, marketers and 

industrial/commercial companies. International Energy's current 

strategy Is focused on optimizing the value of its current Latin 

American portfolio and expanding the portfolio through investment in 

generation opportunities in Latin America. 

International Energy owns, operates or has substantial interests 

in approximately 4,000 net MW of generation facilities. 

The following map shows the locations of International Energy's facilities, including its interests in non-electric generation facilities in Saudi 

Arabia and Greece. 
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Competition and Regulation 

International Energy's sales and marketing of electric power and 

natural gas competes directiy with other generators and marketers 

serving its market areas. Competitors are country and region-specific 

but include government-owned electric generating companies, local 

distribution companies with self-generation capability and other 

privately-owned electric generating and marketing companies. The 

principal elements of competition are price and availability, terms of 

sen/ice, flexibility and reliability of sen/ice. 

A high percentage of International Energy's portfolio consists of 

base load hydroelectric generation facilities which compete with other 

forms of electric generation available to International Energy's custo

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

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

additional generation capacities and other factors affect the supply and 

demand for electricity in the regions sen/ed by International Energy. 

International Energy's operations are subject to both country-

specific and international laws and regulations. (See "Environmental 

Matters" in this section.) 

OTHER 

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, Duke Energy's 

wholly-owned, captive insurance subsidiary, Duke Energy's effective 

50% interest in Crescent and DukeNet and related telecom busines

ses. Additionally, Other includes the remaining portion of Duke 

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

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

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

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

Note 2 to the Consolidated Financial Statements, "Business 

Segments," for more information on Crescent. 

Bison's principal activities as a captive insurance entity include 

the insurance and reinsurance of various business risks and losses, 

such as property, business interruption and general liability of subsid

iaries and affiliates of Duke Energy. 

Competition and Regulation 

The entities within Other are subject to the jurisdiction of the 

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

environmental regulation, see "Environmental Matters" in this 

section.) 

ENVIRONMENTAL IVIATTERS 

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

laws and regulations with regard toair and water quality, hazardous 

arid solid waste disposal and other environmental matters. 

Envirbnmental laws and regulations affecting Duke Energy include, 

but are not limited to: 

• The Clean Air Act (CAA), as well as state laws and regulations 

impacting air emissions, including State Implementation Plans 

related to existing and new national ambient air quality 

standards for ozone and particulate matter. Owners and/or 

operators of air emission sources are responsible for obtaining 

permits and for annual compliance and reporting. 

• The Clean Water Act which requires permits for facilities that 

discharge wastewaters into the environment. 

•The Comprehensive Environmental Response, Ctompensation 

and Liability Act, which can require any individual or entity 

that currentiy owns or in the past may have owned or 

operated a disposal site, as well as transporters or generators 

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

remediation costs. 

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

Consen/ation and Recovery Act, which requires certain solid 

wastes, including hazardous wastes, to be managed pursuant 

to a comprehensive regulatoty regime. 

• The National Environmental Policy Act, which requires federal 

agencies to consider potential environmental impacts in their 

decisions, including siting approvals. 

•The North Carolina clean air legislation that froze electric utility 

rates from June 20, 2002 to December 3 1 , 2007 (rate freeze 

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

Carolina electric utilities, including Duke Energy, to slgnifican

tiy reduce emissions of SO2 and nitrogen oxide (NO )̂ from 

coal-fired power plants In the state. The legislation allows 

electric utilities, including Duke Energy, to accelerate the 

recovery of compliance costs by amortizing them over seven 

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

its amortization in 2007 as part of its rate case settlement with 

the NCUC. 

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

Analysis of Financial Condition and Results of Operations for a 

discussion about potential Global Climate Change legislation and the 

potential impacts such legislation could have on Duke Energy's 

operations. Additionally, other potential future environmental laws 

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

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

such laws are enacted, Duke Energy would seek appropriate 

regulatory recovety of costs to comply within its regulated operations. 

For more information on environmental matters involving Duke 

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

16 to the Consolidated Financial Statements, "Regulatory Matters," 

and "Commitments and Contingencies — Environmental," 

respectively. . 

Except to the extent discussed in Note 4 to the Consolidated 

Financial Statements, "Regulatory Matiiers," and Note 16 to the 

Consolidated Financial Statements, "Commitments and 

Contingencies," compliance with current international, federal, state 

and local provisions regulating the discharge of materials into the 

environment, or othero/ise protecting the environment, is incorporated 
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into the routine cost structure of our various business segments and is Risk — Foreign Currency Risk," and Notes 2 and 8 to the 

not expected to have a material adverse effect on the competitive Consolidated Financial Statements, "Business Segments" and "Risk 

position, consolidated results of operations, cash flows orfinandal Management, Derivative Instruments and Hedging Activities," 

position of Duke Energy. ; ' respectively. 

GEOGRAPHIC REGIONS EMPLOYEES 

For a discussion of Duke Energy's foreign operations and certain On DecemberSl, 2009, Duke Energy had approximately 

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

Discussion and Analysis of Results of OJDerations and Financial maintenance employees were represented by unions. 

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

Stephen G. De AAay 

Lynn J. Good 

47 Sen/or Wee President, Investor Relations and Treasurer Mr. De May assumed the role of Treasurer in November 
2007 and in October 2009 Mr. De May assumed additional responsibility for investor relations. Prior to that, he 
sen/ed as Assistant Treasurer since April 2006, upon the merger of Duke Energy and Cinergy: Until the merger of 
Duke Energy and Cinergy, Mr. De May sen/ecJ as Vice President, Energy and Environmental Policy of Duke Energy 
since February 2004: ; , 

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

53 Gmup Executive, Chief Generation Officer and Chief Nuclear Officer. Mr. Jamil assumed his position as Chief 
Generation Oflicer in July 2009 and his position as Chief Nuclear Officer in February 2008. Prior to that he sen/ed 
as Senior Vice President, Nuclear Support, Duke Energy Carolinas, LLC since March 2007. 

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

62 Chairman, President and Chief Executive Officer. Mr. Rogers assumed the role of Chief Executive Officer and 
President in April 2006, upon the merger of Duke Energy and Cinergy and assumed the role of Chairman on 
January 2, 2007. Until the merger of Duke Energy and Cinergy, Mr. Rogers served as Chairman ofthe Board of 
Cinergy since 2000 and as Chief Executive Oflicer of Cinergy since 1995. 

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

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

51 Senior Vice President and Controller. Mr. Young assumed his current position in December 2006. Prior to that he 
~ sen/ed as Vice President and Controller since April 2006, upon the merger of Duke Energy and Cinergy. Until the 

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

Executive officers sen/e until their successors are duly elected. 

There are no family relationships between any of the executive officers, nor any arrangement or understanding between any executive 

officer and any other person involved in officer selection. 

Dhiaa M. Jamil 

IVIarc E. Manly 

James E. Rogers 

B. Keith Trent 

James L. Turner 

Steven K. Young 
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ITEM IA. RISK FACTORS. 

Duke Energy's franchised electric revenues, earnings and results 

are dependent on state legislation and regulation that affect 

electric generation, transmission, distribution and related activities, 

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

Duke Energy's franchised electric businesses are regulated on a 

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

ory commission mles and procedures of North Carolina, South 

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

electric earnings exceed the returns established by the state regulatory 

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

review and possible reduction by the commissions, which may 

decrease Duke Energy's future earnings. Additionally, if regulatoty 

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

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

impacted.' 

Duke Energy may incur substantial costs and liabilities due to 

Duke Enei^'s ownership and operation of nuclear generating 

facilities. 

Duke Energy's ownership interest in and operation of three 

nuclear stations subject Duke Energy to various risks including, 

among other things: the potential harmful effects on the environment 

and human health resulting from the operation of nublear facilities 

and the storage, handling and disposal of radioactive materials; 

limitations on the amounts and types of insurance commercially 

available to cover losses that might arise in connection with nuclear 

operations; and uncertainties with respect to the technological and 

financial aspects of decommissioning nuclear plants at the end of 

their licensed lives. 

Duke Energy's ownership and operation of nuclear generation 

facilities requires Duke Energy to meet licensing and safety-related 

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

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

down a unit, depending upon its assessment of the severity of the 

situation. Revised security and safety requirements promulgated by 

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

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

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

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

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

losses, in addition, ff a serious nuclear incident were to occur, it could 

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

and financial condition. 

Duke Energy's ownership and operation of nuclear generation 

facilities also requires Duke Energy to maintain funded trusts that are 

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

nuclear power plants. Poor investment performance of these 

decommissioning trusts' holdings and other factors impacting 

decommissioning costs could unfavorably impact Duke Energy's 

liquidity and results of operations as Duke Energy could be required 

to slgnificantiy increase its cash contributions to the decommissioning 

trusts. 

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

generation fleet subject it to risk of failure to adequately execute 

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

recovering all such costs or of recovering costs in an untimely 

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

operations, cash flows or financial position. 

During the three year period from 2010 to 2012, Duke Energ/ 

anticipates cumulative capital expenditures of approximately 

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

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

completion of Duke Energy's anticipated capital investment projects 

in existing and new generation facilities is subject to many 

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

risks related to financing, obtaining and complying with terms of 

permits, meeting construction budgets and schedules, and-satisfying 

operating and environmental performance standards. Moreover, Duke 

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

timely manner could materially impact Duke Energy's consolidated 

financial position, results of operations or cash fiows. 

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

adequate, reliable and affordable access to transmission assets. 

Duke Energy depends on transmission and distribution facilities 

owned and operated by utilities and other energy companies to 

deliver the electricity Duke Energy sells to the wholesale market. 

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

Energy's international markets, require wholesale electric transmission 

sen/ices to be offered on an open-access, non-discriminatory basis. If 

transmission is disrupted, or if transmission capacity is inadequate, 

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

The different regional power markets have changing regulatoty 

. structures, which could affect Duke Energy's growth'and performance 

in these regions. In addition, the independent system operators who 

oversee the transmission systems in regional power markets have im

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

and other mechanisms to address volatility in the power markets. 

These types of price limitations and other mechanisms may adversely 

impact the profitability of Duke Energy's wholesale power marketing 

business. 

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

agreements or transmission agreements, which could expose Duke 

Energy's sales to increased volatility. 

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

power sales agreements to"customers for Duke Energy's unregulated 

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

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

to Increased volatility. Without the benefit of long-term customer pow

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

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

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

Energy's financial and operational results. 

Competition in the unregulated markets in which Duke Energy 

operates may adversely affect the growth and profitability of Duke 

Energy's business. 

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

manner to the many changes designed to increase competition in the 

electricity industry. To the extent competitive pressures increase, the 

economics ofDuke Energy's business may come under long-term 

pressure. 

In addition, regulatory changes have been proposed to increase 

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

asers and sellers of electricity. These changes could continue the 

disa^regation of many vertically-Integrated utilities into separate 

generation, transmission, distribution and retail businesses. As a 

result, a significant number of additional competitors could become 

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

Industry. 

Duke Energy may also face competition from new competitors 

that have greater financial resources than Duke Energy does, seeking 

attractive opportunities to acquire or develop energy assets or energy 

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

competitors may include sophisticated financial institutions, some of 

which are already entering the energy trading and marketing sector, 

and international energy players, which may enter regulated or 

unregulated energy businesses. This competition may adversely affect 

Duke Energy's ability to make investments or acquisitions. 

Customers of Duke Energy Ohio have recently begun to select 

alternative electric generation service providers, as allowed by 

Ohio legislation. 

Under current Ohio legislation, electric generation is sold in a 

competitive market in Ohio, and Duke Energy's native load customers 

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

electric generation sen/ice. Competitive power suppliers have annou-, 

need intentions of supplying power to Duke Energy's current 

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

customer switching in the second half of 2009. These evolving 

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

operations, and also may Impact Duke Energy's ability to continue to 

apply regulatoty accounting treatment to certain portions of its 

Commercial Power business segment. 

Duke Energy must meet credit quality standards and there is no 

assurance that it and its rated subsidiaries will maintain 

investment grade credit ratings. If Duke Energy or its rated 

subsidiaries are unable to maintain an investment grade credit 

rating, Duke Energy would be required under credit agreements to 

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

may materially adversely affect Duke Energy's liquidity. 

Each of Duke Energy's and its rated subsidiaries senior 

unsecured long-term debt is currentiy rated investment grade by 

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

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

be rated investment grade in the future. 

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

subsidiaries below investment grade, the entity's borrowing costs 

would increase, perhaps slgnificantiy. In addition, Duke Energy or its 

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

in future financings, and its potential pool of Investors and funding 

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

were to fall, the entity's access to the commercial paper market could, 

be slgnificantiy limited. Any downgrade or other event negatively 

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

their costs of borrowing higher or access to funding sources more 

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

liquidity in the form of capital contributions or loans to such 

subsidiaries, thus reducing the liquidity and borrowing availability of 

the consolidated group.. 

A downgrade below investment grade could also require Duke 

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

cash under various credit agreements and trigger termination clauses 

in some interest rate derivative agreements, which would require 

cash payments. All of these events would likely reduce Duke Energy's 

liquidity and profitability and could have a material adverse effect on 

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

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

longer-term capital markets to finance Duke Energy's capital 

requirements and support Duke Energy's liquidity needs, and 

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

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

Energy's control. 

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

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

Investments often does not correlate to cash flows from Duke 

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

short-term money markets and longer-term capital markets as a 

source of liquidity for capitaj requirements not satisfied by the cash 

flow from Duke Energy's operations and to fund investments 

originally financed through debt instruments with disparate 

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

rates or at all, Duke Energy's ability to finance its operations and 

implement its strategy and business plan as scheduled could be 

adversely affected. An inability to access capital may limit Duke 

Energy's ability to pursue improvements or acquisitions that Duke 

Energy may OthenA/ise rely on for future growth. 

Market disruptions may increase Duke Energy's cost of borrow

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

financial markets. Such disruptions could include: economic 

downturns; the bankruptcy of an unrelated energy company; capital 

market conditions generally; market prices for electricity and gas;, 

terrorist ati:acks or threatened attacks on Duke Energy's facilities or 

unrelated energy companies; or the overall health ofthe energy . 

industry. 

Duke Energy maintains revolving credit facilities to provide 

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

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

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

covenants at a particular entity could preclude Duke Energy from 

issuing commercial paper or Duke Energy and its affiliates from 

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

Additionally, failure to comply with these financial covenants could 

result in Duke Energy being required to immediately pay down any 

outstanding amounts under other revolving credit agreements. 

Duke Energy's investments and projects located outside ofthe 

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

countries, taxes, economic conditions, political conditions and 

policies of foreign governments. These risks may delay or reduce 

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

international projects. 

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

material energy-related investments and projects outside the United 

States. The economic, regulatory, market and political conditions in 

some ofthe countries where Duke Energy has interests or in which 

Duke Energy may explore development, acquisition or investment' 

opportunities could present risks related to, among others, Duke 

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

customers' ability to honor their obligations with respect to projects 

and investments, delays in construction, limitations on Duke Energy's 

ability to enforce legal rights, and Interruption of business, as well as 

risks of war, expropriation, nationalization, renegotiation, trade 

sanctions or nullification of existing contracts and changes in law, 

regulations, market rules or tax policy. 

Duke Energy's investments and projects located outside of the 

United States expose Duke Energy to risks related to fluctuations 

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

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

and results of operations. 

Duke Energy's operations and Investments outside the United 

States expose Duke Energy to risks related to fluctuations in currency 

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

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

U.S. dollars of Duke Energy's assets and liabilities in such locality and 

the cash fiows generated In such locality, expressed Ih U.S. dollars, 

also change. Duke Energy's primary foreign currency rate exposure is 

to the Brazilian Real. 

Duke Energy sele(:tively mitigates some risks associated with , 

foreign currency fluctuations by, among other things, indexing contr

acts to the U.S. dollar and/or local inflation rates, hedging through 

debt denominated or issued in the foreign currency and hedging 

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

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

risks that could negatively affect Duke Energy's cash flows and results 

of operations. 

Duke Energy is exposed to credit risk of the customers and 

counterparties with whom Duke Energy does business. 

Adverse economic conditions affecting, or financial difficulties of, 

customers and counterparties with whom Duke Energy does business 

could impair the ability of these customers and counterparties to pay 

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

ding loss recovety payments under insurance contracts, or cause 

them to delay such payments or obligations. Duke Energy depends 

on these customers and counterparties to remit payments on a timety 

basis. Any delay or default in payment could adversety affect Duke 

Energy's cash fiows, flnancial position or results of operations. 

Poor investment performance of pension plan holdings and other 

factors impacting pension plan costs could unfavorably impact 

Duke Energy's liquidity and results of operations. 

Duke Energy's costs of providing non-contributoty defined 

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

as the rates of return on plan assets, discount rates, the level of 

Interest rates used to measure the required minimum funding levels 

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

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

complied with the minimum funding requirements as of 

December 3 1 , 2009, Duke Energy has certain qualified U.S. pension 

plans with obligations which exceeded the value of plan assets by 

approximately $471 million. Without sustained growth in the 

pension investments over time to increase the value of Duke Energy's 

plan assets and depending upon the other factors impacting Duke 

Energy's costs as listed above, Duke Energy could be required to fund 

its plans with significant amounts of cash. Such cash funding 

obligations could have a material impact on Duke Energ/'s financial 

position, results of operations or cash flows. 

Duke Energy is subject to numerous environmental laws and 

regulations that require significant capital expenditures, can 

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

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

environmental liabilities. 

Duke Energy is subject to numerous environmental laws and 

regulations affecting many aspects of Duke Energy's present and 

future operations, including air emissions (such as reducing NO,, SO2 

and mercuty emissions in the U.Si., or potential future conti'ol of 

greenhouse-gas emissions), water quality, wastewater discharges, 

solid waste and hazardous waste. These laws and regulations can 

result in increased capital, operating, and other costs. These laws and 

regulations generally require Duke Energy to obtain and comply with 

a wide variety of environmental licenses, permits, inspections and 

other approvals. Compliance with environmental laws and regulations 

can require significant expenditures, including expenditures for 
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cleanup costs and damages arising out of contaminated properties, 

and failure to comply with environmental regulations may result In 

the imposition of fines, penalties and injunctive measures affecting 

operating assets. The steps Duke Energy could be required to take to 

ensure that its facilities are in compliance could be prohibitively 

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

alter the operation of its facilities, which may cause Duke Energy to 

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

Duke Energy's contracts with customers may not necessarily allow 

Duke Energy to recover capital costs Duke Energy incurs to coniply 

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

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

tal regulatoty approvals for Duke Energy's operating assets or 

development projects. If there Is a delay in obtaining any required 

environmental regulatoty approvals, if Duke Energy fails to obtain and 

comply with them or if environmental laws or regulations change and 

become more stringent, then the operation of Duke Energy's facilities 

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

become subject to additional costs. Although It is not expected that 

the costs of complying with current environmental regulations will 

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

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

the costs of complying with environmental regulations In the future 

will not have such an effect. 

There is growing consensus that some form of regulation will be 

forthcoming at the federal level with respect to greenhouse gas 

emissions (including CO2) and such regulation could result in the 

creation of substantial additional costs in the form of taxes or 

emission allowances. 

The EPA also has plans to propose new federal regulations 

governing the management of coal combustion by-products, 

including fly ash. These regulations may require Duke Energy to 

make additional capital expenditures and increase Duke Energy's 

operating and maintenance costs. 

Additionally, potential other new environmental regulations, 

including the use of coal from mountain removal and water 

discharge, could require Duke Energy to make additional capital 

expenditures and increase costs of fuel. 

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

liabilities, and in some cases off-site liabilities, associated with the 

environmental condition of Duke Energy's power generation facilities 

and natural gas assets which Duke Energy has acquired or develo

ped, regardless of when the liabilities arose and whether they are 

known or unknown. In connection with some acquisitions and sales 

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

indemnification against some environmental liabilities. If Duke Energy 

incurs a material liability, or the other party to a transaction fails to 

meet its indemnification obligations to Duke Energy, Duke Energy 

could suffer material losses. 

Deregulation or restructuring in the electric industry may result in 

increased competition and unrecovered costs that could adversely 

affect Duke Energy's financial position, results of operations or 

cash flows and Duke Energy's utilities' businesses. 

Increased competition resulting from deregulation or 

restructuring efforts, including from the Energy Policy Act of 2005,. 

could have a significant adverse financial impact on Duke Energy and 

Duke Energy's utility subsidiaries and consequentiy on Duke Energy's 

results of operations, financial position, or cash flows. Increased 

competition could also result in increased pressure to lower costs, 

including the cost of electricity. Retail competition and the unbund

ling of regulated energy and gas sen/ice could have a significant 

adverse financial impact on Duke Energy and Duke Energy's 

subsidiaries due to an impairment of assets, a loss of retail 

customers, lower profit margins or increased costs of capital. Duke 

Energy cannot predict the extent and timing of entty by additional 

competitors into the electric markets. Duke Energy cannot predict 

when Duke Energy will be subject to changes in legislation or 

regulation, nor can Duke Energy predict the impact of these changes 

on its financial position, results of operations or cash flows. 

Duke Energy is involved in numerous legal proceedings, the 

outcome of which are uncertain, and resolution adverse to Duke 

Energy could negatively affect Duke Energy's financial position, 

results of operations or cash flows. 

Duke Energy is subject to numerous legal proceedings, 

including claims for damages for bodily injuries alleged to have arisen 

prior to 1985 from the exposure to or use of asbestos at electric 

generation plants of Duke Energy Carolinas. Litigation is subject to 

many Uncertainties and Duke Energy cannot predict the outcome of 

individual maH;ers with assurance. It is reasonably possible that the 

final resolution of some of the mati:ers in which Duke Energy is invol

ved could require Duke Energy to make additional expenditures, in 

excess of established resen/es, oyer an extended period of time and in 

a range of amounts that could have a material effect on Duke 

Energy's cash fiows and results of operations. Similarly, it is 

reasonably possible that the terms of resolution could require Duke 

Energy to change Duke Energy's business practices and procedures, 

which could also have a material effect on Duke Energy's cash flows, 

financial position or results of operations. 

Duke Ener^'s results of operations may be negatively affected by 

overall market, economic and other conditions that are beyond 

Duke Energy's control. 

Sustained downturns or sluggishness in the economy generally 

affect the markets in which Duke Energy operates and negatively 
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infiuence Duke Energy's energy operations. Declines in demand for 

energy as a result of economic downturns in Duke Energy's 

franchised electric sen/ice territories will reduce overall sales and 

lessen Duke Energy's cash flows, especially as Duke Energy's 

industrial customers reduce production and, therefore, consumption 

of electricity and gas. Although Duke Energy's franchised electric and 

gas business is subject to regulated allowable rates of return and , 

recovety of certain costs, such as fuel under periodic adjustment 

clauses, overall declines in electricity sold as a result of economic 

downturn or recession could reduce revenues and cash fiows, thus 

diminishing results of operations. Additionally, prolonged economic 

downturns that negatively Impact Duke Energy's results of operations 

and cash flows could result in future material impairment charges 

being recorded to write-down the cartying value of certain assets, 

including goodwill, to their respective fair values. . 

Duke Energy also sells electricity into the spot market or other 

competitive power markets on a contractual basis. With respect to 

such transactions, Duke Energy is not guaranteed any rate of return 

' on Duke Energy's capital investments through mandated rates, and 

Duke Energy's revenues and results of operations are likely to 

depend, in large part, upon prevailing market prices in Duke Energy's 

regional markets and other competitive markets. These market prices 

may fluctuate substantially over relatively short periods of time and 

could reduce Duke Energy's revenues and margins and thereby 

diminish Duke Energy's results of operations. 

Factors that could impact sales volumes, generation of electricity 

and market prices at which Duke Energy is able to sell electricity are 

as follows: 

• weather conditions, including abnormally mild winter or 

summer weather that cause lower energy usage for heating or 

cooling purposes, respectively, and periods of low rainfall that 

decrease Duke Energy's ability to operate its facilities in an 

economical manner; 

• supply of and demand for energy commodities; 

• illiquid markets including reductions in trading volumes which 

result in lower revenues and earnings; 

• transmission or transportation constraints or inefficiencies 

which impact Duke Energy's non-regulated energy operations; 

• availability of competitively priced alternative energy sources, 

which are preferred by some customers over electricity 

produced from coal, nuclear or gas plants, and of energy-

efficient equipment which reduces energy demand; 

• natural gas, crude oil and refined products production levels, 

and prices; 

• ability to procure satisfactory levels of inventoty, such as coal 

and uranium; 

• electric generation capacity surpluses which cause Duke 

Energy's non-regulated energy plants to generate and sell less 

electricity at lower prices and may cause some plants to 

become non-economical to operate; and 

• capacity and transmission sen/ice into, or out of, Duke 

Energy's markets. 

These factors have led to industry-wide downturns that have 

resulted in the slowing down or stopping of construction of new 

power plants and announcements by Duke Energy and other energy 

suppliers and gas pipeline companies of plans to sell non-strategic 

assets, subjectto regulatory constraints, in order to boost liquidity or 

strengthen balance sheets. Proposed sales by other energy suppliers 

(iould increase the supply of the types of assets that Duke Energy is 

attempting to sell. In addition, recent FERC actions addressing power 

market concerns could negatively impact the marketability of Duke 

Energy's electric generation assets. 

Duke Energy's operating results may fluctuate on a seasonal and 

quarterly basis. 

Electric power generation is generally a seasonal business. In 

most parts ofthe United States and other markets in which Duke . 

Energy operates, demand for power peaks during the warmer sum

mer months, with market prices typically peaking at that time. In 

other areas, demand for power peaks during the winter. Further, 

extreme weather conditions such as heat waves or winter storms 

could cause these seasonal fluctuations to be more pronounced. As a 

result, in the future, the overall operating results of Duke Energy's 

businesses may fluctuate substantially on a seasonal and quarteriy 

basis and thus make period comparison less relevant. 

Duke Energy's business is subject to extensive federal regulation 

that will affect Duke Energy's operations and costs. 

Duke Energy is subject to regulation by FERC, the NRC and 

various other federal agencies. Regulation affects almost evety aspect 

of Duke Energy's businesses, including, among other things, Duke 

Energy's ability to: take fundamental business management actions; 

determine the terms and rates of Duke Energy's transmission and 

distribution businesses' sen/ices; make acquisitions; issue equity or 

debt securities; engage in transactions between Duke Energy's utilities 

and other subsidiaries and affiliates; and the ability of the operating 

subsidiaries to pay dividends to Duke Energy. Changes to these 

regulations are ongoing, and Duke Energy cannot predict the future 

course of changes in this regulatoty environment or the ultimate effect 

that this changing regulatory environment wilt have on Duke Energy's 

business. However, changes in regulation (including re-regulating 

previously deregulated markets) can cause delays in or affect busi

ness planning and transactions and can substantially increase Duke 

Energy's costs. 

New laws or regulations could have a negative impact on Duke 

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

Changes in laws and regulations affecting Duke Energy, includ

ing new accounting standards could change the way Duke Energy is 

required to record revenues, expenses, assets and liabilities. These 

types of regulations could have a negative impact on Duke Energy's 

financial position, cash flows or results of operations or access to 

capital. 
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Potential terrorist activities or military or other actions could 

adversely affect Duke Energy's business. 

The continued threat of terrorism and the impact of retaliatoty , 

military and other action by the United States and its allies may lead 

to increased political, economic and financial mart<et instability and 

volatility in prices for natural gas and oil which may materially adver

sety affect Duke Energy in ways Duke Energy cannot predict at this 

time. In addition, future acts of terrorism and any possible reprisals as 

a consequence of action by the United States and its allies could be 

directed against companies operating in the United States or their 

international affiliates. Infrastructure and generation facilities such as 

Duke Energy's nuclear plants could be potential targets of terrorist 

activities. The potential for terrorism has subjected Duke Energy's 

operations to increased risks and could have a material adverse effect 

on Duke Energy's business. In particular, Duke Energy may 

experience increased capital and operating costs to implement 

increased security for its plants, including its nuclear power plants 

under the NRC's design basis threat requirements, such as additional 

physical plant security, additional security personnel or additional 

capability following a terrorist incident. 

The insurance industry has also been disrupted by these 

potential events. As a result, the availability of insurance covering 

risks Duke Energy and Duke Energy's competitors typically insure 

against may decrease. In addition, the insurance Duke Energy is able 

to obtain may have higher deductibles, higher premiums, lower 

coverage limits and more restrictive policy terms. 

Additional risks and uncertainties not currently known to Duke 

Energy or that Duke Energy currentiy deems to be immaterial also 

may materially adversely affect Duke Energy's financial condition, 

results of operations or cash flows. 

ITEM I B . UNRESOLVED STAFF COMMENTS. 

None. 
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ITEM 2. PROPERTIES. 

U.S. FRANCHISED ELECTRIC AND GAS 

As of December 3 1 , 2009, U.S. Franchised Electric and Gas operated three nuclear generating stations with a combined owned capacity 

of 5,173 MW (including an approximate 19% ownership in the Catawba Nuclear Station), fifteen coal-fired stations with an overall combined 

owned capacity of 13,189 MW, (including a 69% ownership in the East Bend Steam Station and an approximate 5 0 % ownership in Unit 5 of 

the Gibson Steam Station), thirty-one hydroelectric stations (including two pumped-storage facilities) with a combined owned capacity of 

3 ,263 MW, fifteen CT stations with an overall combined owned capacity of 5,047 MW and one CC station with an owned capacity of 

285 MW. The stations are located in North Carolina, South Carolina, Indiana, Ohio and Kentucky. The MW displayed in the table below are 

based on summer capacity. 

Name 
Total MW 

Capacity 
Owned MW 

Capacity Fuel Location 

Ownership 
Interest 

(percentage) 

Carolinas: 
Oconee 
Catawba<=' 
Belews Creek 
McGuire 
Marshall 
Bad Creek 
Lincoln CT 
Allen 
Rockingham CT 
Cliffside 
Jocassee 
Mill Creek CT 
Riverbend 
Lee 
Buck 
Cowans Ford 
Dan River 
Buzzard Roost CT 
Keowee 
LeeCT 
Riverbend CT 
Buck CT 
Dan River CT 
Other small hydro (26 plants) 

IVlidwest: 
GibsoniB 
Cayuga^' 
East Bend<« 
Madison CT 
Gallagher 
Woodsdale CT 
Wheatland CT 
Wabash River<s' 
Noblesville CC 
Miami Fort (Unit 6) 
Edwardsport 
Henry County CT 
Cayuga CT 
Miami Wabash CT 
Connersville CT 
Markland 

Total 

2,538 
2,258 
2,220 
2,200 
2,078 
1,360 
1,267 
1,127 

825 
760 
730 
595 
454 
370 
369 
325 
276 
196 
152 
82 
64 
62 
48 

651 

3,132 
1,005 

600 
576 
560 
462 
460 
411 
285 
163 
160 
129 
99 
96 
86 
45 

2,538 
435 

2,220 
2,200 
2,078 
1,360 
1,267 
1,127 

825 
760 
730 
595 
454 
370 
369 
325 
276 
196 
152 
82 
64 
62 
48 

651 

2,822 
1,005 
.414 
576 
560 
462 
460 
411 
285 
163 
160 
129 
99 
96 
86 
45 

Nuclear 
Nuclear 

Coal 
Nuclear 

Coal 
Hydro 

Natural gas/Fuel oil 
Coal 

Natural gas/'Fuel oil 
Coal 

Hydro 
Natural gas/Fuel oil 

Coal 
Coal 
Coal 
Hydro 
Coal 

Natural gas/Fuel oil 
Hydro 

Natural gas/Fuel oil 
Natural gas/Fuel oil 
Natural gas/Fuel oil 
Natural gaVFuel oil 

Hydro 

Coal 
Coal/Fuel oil 

Coal 
Natural gas 

Coal 
Natural gas/Propane 

Natural gas 
Coal/Fuel oil 
Natural gas 

Coal 
Coal/Fuel oil 
Natural gas 

Natural gas/Fuel oil 
Fuel oil 

i Fuel oil 
Hydro 

SC • 
SC 
NC 
NC 
NC 
SC 
NC 
NC 
NC 
NC 
SC 
SC 
NC 
SC 
NC 
NC 
NC 
SC 
SC 
SC 
NC 
NC 
NC 

NC/SC 

IN 
IN 
KY 
OH 
IN 
OH 
IN 
IN 
IN 
OH 
IN 
IN 
IN 
IN 
IN 
IN 

100% 
19.25 

100 
100 
100 
100 
100 
100 
100 
100 
Too 
idb 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

' 90 
100 
69 

100 
100 

- 100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

29,276 26,957 

(a) This generation facility Is jointly owned by Duke Energy Carolinas, along with North Carolina Municipal Power Agency Number 1, North Carolina Electric Membership Corporation and 
Piedmont'Municipal Power Agency. 

(b) Duke Energy Indiana owns and operates Gibson Station Units 1-4 and owns 50.05% of Unit 5, but is the operator. Unit 5 is jointly owned by Duke Energ/ Indiana, Wabash Valley 
Power Association, Inc. and Indiana Municipal Power Agency. 

(c) Includes Cayuga internal Combustion (IC). 
(d) This generation facility is jointly owned by Duke Energy Kentucky and a subsidiary of Dayton Power and Light, Inc. 
(e) Includes Wabash River IC. 
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In addition, as of December 3 1 , 2009, U.S. Franchised Electric 

and Gas owned approximately 20,900 conductor miles of electric 

transmission lines, including 600 miles of 525 kilovolts (KV), 

1,800 miles of 345 KV, 3,300 miles of 230 KV, 8,800 miles of 

100 to 161 KV, and 6,400. miles of 13 to 69 KV. U.S. Franchised 

Electric and Gas also owned approximately 151,600 conductor miles 

of electric distribution lines, including 103,200 miles of overhead 

lines and 48,400 miles of underground lines, as of December 31 , 

2009 and approximately 7,200 miles of gas mains and 

approximately 6,000 miles of sen/ice lines. As of December 3 1 , 

2009, the electric transmission and distribution systems had 

approximately 2,300 substations. U.S. Franchised Electric and Gas 

also owns two underground caverns with a total storage capacity of 

approximatety 16 million gallons of liquid propane. In addition, U.S. 

Franchised Electric and Gas has access to 5.5 million gallons of 

liquid propane storage and product loan through a commercial 

sen/ices agreement with a third party. This liquid propane is used in 

the three propane/air peak shaving plants located in Ohio and 

Kentucky. Propane/air peak shaving plants vaporize the propane and 

mix with natural gas to supplement the natural gas supply during 

peak demand periods and emergencies. 

.Substantially allot U.S. Franchised Electric and Gas' electric 

plant in sen/ice is mortgaged under the indenture relating to Duke 

Energy Carolinas', Duke Energy Ohio's and Duke Energy Indiana's 

various series of First Mortage Bonds. 

For a map showing U.S. Franchised Electric and Gas' proper

ties, see "Business — U.S. Franchised Electric and Gas" eariier in 

this section. 

COMMERCIAL POWER 

The following table provides information about Commercial Power's generation portfolio as of December 31 , 2009. The MW displayed in 

the table below are based on summer capacity. 

Name 
Total MW 
Capacity 

Owned MW 
Capacity Plant Type Primary Fuel Location 

Approximate 
Ownership 

Interest 
(percentage) 

Hanging Rock 
Lee 
Vermillion'''' 
Fayette 
Washington 
Dick's Creek 
Beckjord CT 
Miami Fort CT 
Miami Fort (Units 7 and 8)(» 
W.C. Beckjord*) 
W.M. Zimmer*'* 
J.M. Stuartcita' 
Killen»)fc) 
Conesville*'^ 

Total Fossil & CT 
Happy Jack 
Ocotillo 
Notrees 
North Allegheny 
Campbell Hill 
Silver Sage 

Total Renewable Energy 

Total 

(a) This generation facility is jointly owned by Duke Energy Ohio and Wabash Valley Power Association, Inc. 
(b) These generation facilities are jointly owned by Duke Energy Ohio and subsidiaries of American Electric Power, Inc. and/or Dayton Power and Ligtit, Inc. 
(c) station is not operated by Duke Energy Ohio. 

1,240 
640 
640 
620 
620 
152 
212 
60 

1,000 
1,124 
1,300 
2,340 
600 
780 

1,240 
640 
480 
620 
620 
152 
212 
60 
640 
862 
605 
912 
198 
312 

Combined Cycle 
Simple Cycle 
Simple Cycle 

Combined Cycle 
Combined Cycle 

Simple Cycle 
Simple Cycle 
Sirtiple Cycle 

Steam 
Steam 
Steam 
Steam 
Steam 
Steam 

Natural gas 
Natural gas 
Natural gas 
Natural gas 
Natural gas 
Natural gas 

Fuel oil 
Fuel oil 
Coal 
Coal 
Coal 
Coal 
Coal 
Coal 

OH 
IL 
IN 
PA 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 

In addition to the above facilities. Commercial Power owns an 

equity interest in the 585 MW capacity Sweetwater wind projects 

located in Texas. Commercial Power's share in these projects is 

283 MW. . 

For a map showing Commercial Power's properties, see 

"Business — Commercial Power" eariier in this section. 

100% 
100 
75 
100 
100 
100 
100 
100 
64 

76.7 
46.5 
39 
33 
40 

11,328 
29 
59 

. 153 
70 
99 
42 

452 

11,780 

7,553 
29 
59 

153 
70 
99 
42 

452 

8,005 

Wind 
Wind 
Wind 
Wind 
Wind 
Wind 

WY 
TX 
TX 
PA 
WY 
WY 

100 
100 
100 
100 
100 
100 
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INTERNATIONAL ENERGY 

The following table provides information about International Energy's generation portfolio in continuing operations as of December 3 1 , 

2009. 

Name 
Total MW 
Capacity 

2,307 

576 
501 
283 
328 
192 
177 

4,364 

Owned MW 

Capacity 

2,114 

523 
501 
283 
296 
159 
177 

4,053 

Fuel 

Hydro 
Hydro/Natural Gas 

Hydro/Diesel 

Fuel Oil/Diesel 
Fuel Oil/Diesel 

Diesel 
Natural Gas 

Location 

Brazil 

Argentina 
Peru 

Guatemala 
El Salvador 

Ecuador 
Peru 

. Approximate 
Ownership 

Interest 
(percentage) 

95% 
91 

100 
100 
90 
83 

100 

Paranapanema^ 
Cerros Colorados 
Egenor 
DEI Guatemala 
DEI El Salvador 
Electroquil 
Aguaytia 

Total 

(a) Includes Canoas I and II, which is jointly owned by Duke Energy and Companhia Brasiieira de Aluminio. 

International Energy also owns a 25% equity interest in NMC. 

In 2009, NMC produced approximately 1 million metric tons of 

methanol and 1 million meti'ic tons of MTBE. Approximately 40% of 

methanol is normally used in the MTBE production. Additionally, 

International Energy owns a 25% equity interest in Attiki, which is a 

natural gas distributor within the geographical area of Athens, Greece. 

In December 2009, International Energy decided to abandon its 

investment in Ati:iki. See Note 12 to the Ctonsolidated Financial 

Statements, "Investments in Unconsolidated Affiliates and Related , 

Party Transactions," for additional information. 

For additional information and a map showing International 

Energy's properties, see "Business — International Energy" eariier in 

this section. 

OTHER 

Duke Energy owns approximately 5.7 million square feet of 

corporate, regional and district office space spread throughout its 

sen/ice territories in the Carolinas and the Midwest. Additionally, 

Duke Energy leases approximately 1.5 million square feet of office 

space throughout the Carolinas, Midwest and in Houston, Texas. In 

February 2009, Duke Energy entered into a lease for approximately 

500,000 square feet of office space in Chariotte, North Carolina tiiat 

will become its new corporate headquarters. 

ITEM 3. LEGAL PROCEEDINGS. 

For information regarding legal proceedings, including regulatory 

and environmental matters, see Note 4 to the Consolidated Financial 

Statements, "Regulatoty Matters" and Note 16 to the Ctonsolidated 

Financial Statements, "Commitments and Contingencies — 

Litigation" and "Commitments and Contingencies — Environmental." 

Brazilian Regulatory Citations. 

On September 5, 2007, the State Environmental Agency of 

Parana assessed fines against International Energy of approximately 

$10 million for failure to comply with reforestation measures allegedly 

required by state regulations in Brazil. Intemational Energy believes 

that federal law is controlling and has challenged the assessment. In 

addition. International Energy was assessed a fine by the federal 

environmental agency, IBAMA, in the amount of approximately 

$150 thousand for improper maintenance of existing reforested 

areas. International Energy believes that it has property maintained all 

reforested areas and is also contesting this assessment. These 

assessed fines were judged to be valid in the administrative court 

between June and September 2009. International Energy has 

challenged these administrative court rulings by filing three judicial 

actions for annulment between July and October 2009. 

ITEM 4 . SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS. 

No matters were submitted to a vote of Duke Energy's security holders during the fourth quarter of 2009. 
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MAHERS 
AND ISSUER PURCHASES OF EQUITY SECURITIES. 

Duke Energy's common stock is listed for trading on the New York Stock Exchange (NYSE) (ticker symbol DUK). As of February 22, 2010, 

there were approximately 160,575 common stockholders of record. 

Common Stock Data by Quarter 

2009 2008 

Stock Price Stock Price 
Range'* Range'* 

First Quarter 
Second Quarter̂ "' 
Third Quarter 
Fourth Quarter"" 

Dividends 
Per Sliare 

$0.23 
0.47 

— 
0.24 

High 

$15.96 
14.83 
16.02 
17.94 

Low 

$11.72 
13.31 
14.10 
15.33 

Dividends 
Per Share 

$0.22 
0.45 

— 
0.23 

High 

$20.60 
19.20 
19.10 
17.99 

Low 

$17.00 
17.02 
16.77 
13.50 

(a) Stock prices represent the intra-day high and low stock price. 
(b) Dividends paid in September 2009 and December 2009 increased from $0.23 per share to $0.24 per share and dividends paid in September 2008 and December 2008 increased 

from $0.22 per share to $0.23 per share. 

Duke Energy expects to continue its policy of paying regular cash dividends; however, there is no assurance as to the amount of future 

dividends because they depend on future earnings, capital requirements, and financial condition, and are subject to declaration by the Board of 

Directors. 

Duke Energy's operating subsidiaries have certain restrictions on their ability to transfer funds in the form of dividends or loans to Duke 

Energy. See "Liquidity and Capital Resources" within "Management's Discussion and Analysis of Financial Condition and Results of Operations" 

for further information regarding these restrictions and their impacts on Duke Energy's liquidity. 

Issuer Purchases of Equity Securities for Fourth Quarter of 2009 

There were no repurchases of equity securities during the fourth quarter of 2009. 
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Stock Performance Grapli 

The performance graph below illustrates a five year comparison of cumulative total returns based on an initial investinent of $100 in Duke 

Energy Corporation common stock, as compared with the Standard & Poor's (S&P) 500 Stock Index and the Philadelphia Utility Index for the 

fivetyear period 2005 tiirough 2009. 

This performance chart assumes $100 invested on December 3 1 , 2004 in Duke Energy common stock, in the S&P 500 Stock Index and 

in the Philadelphia Utility Index and that all dividends are reinvested. 

Comparison of Cumulative Five Year Total Return 

NYSE CEO Certification 

' Duke Energy has filed the certification of its Chief Executive Officer and Chief Financial Officer pursuant to Section 302 of the Sarbanes-

Oxley Act of 2002 as exhibits to this Annual Report on Form 10-K for the year ended December 3 1 , 2009. In May 2009, Duke Energy's Chief 

Executive Officer, as required by Section 303A.12(a) ofthe NYSE Listed (Company Manual, certified to the NYSE that he was not aware of any 

violation by Duke Energy of the NYSE's corporate governance listing standards. 
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ITEM 6. SELECTED FINANCIAL DATA.(a«b) 

(in millions, except per-share amounts) 2009 2008 2007 2006 2005 

Statement of Operations 

Total operating revenues 
Total operating expenses 
Gains on sales of investments in commercial and multi-family real estate 
Gains (losses) on sales of other assets and other, net 

$12,731 
10,518 

— 
36 

$13,207 
10,765 

— • 

69 

$12,720 
10,222 

— 
(5) 

$10,607 
9,210 

201 
223 

$ 6,906 
5,586 

191 
(55) 

Operating income 

Total other income and expenses 
Interest expense 

Income from continuing operations before income taxes 
Income tax expense from continuing operations 

Income from continuing operations 
Income (loss) from discontinued operations, net of tax 

Income before cumulative effect of change in accounting principle and extraordinaty items 
Cumulative effect of change in accounting principle, net of tax and noncontrolling interest 
Extraordinary items, net of tax 

Net income 
Dividends and premiums on redemption of preferred and preference stock 
Net income (loss) attributable to noncontrolling interests 

Net income attributable to Duke Energy Corporation 

2,249 
333 
751 

1,831 
758 

1,073 
12 

1,085 

1,085 

10 

$ 1,075 

2,511 
121 
741 

1,891 
616 

1,275 
16 

1,291 

67 

1,358 

(4) 

$ 1,362 

2,493 
428 
685 

2,236 
712 

1,524 
(22) 

1,502 

1,502 

2 

$ 1,500 

1,821 
354 
632 

1,543 
450 

1,093 
783 

1,876 

1,876 

13 

$ 1,863 

1,456 
217 
381 

1,292 
375 

917 
935 

1,852 
(4) 

1,848 
12 
24 

$ 1,812 

Ratio of Earnings to Fixed Charges 
Common Stock Data 
Shares of common stock outstanding*" '̂ 

Year-end 
Weighted average — basic 
Weighted average — diluted 

Income from continuing operations attributable to Duke Energy Corporation common 
shareholders 

Basic 
Diluted 

Income (loss) from discontinued operations attributable to Duke Energy Corporation 
common shareholders 

Basic 
Diluted 

Earnings per share (before cumulative effect of change in accounting principle and 
extraordinary items) 

Basic 
Diluted 

Eamings per share (from extraordinary items) 
Basic 

Diluted 
Net income attributable to Duke Energy Corporation common shareholders 

Basic 
Diluted 

Dividends per sharew 
Balance Sheet 
Total assets 
Long-term debt including capital leases, less current maturities 

3.0 

1,309 
1,293 
1,294 

0.82 
0.82 

$ 0.01 
0.01 

0.83 
0.83 

0.83 
0.83 
0.94 

3.4 

1,272 
1,265 
1,267 

1.01 
1.01 

0.02 
0.01 

1.03 
1.02 

0.05 
0.05 

1.08 
1.07 
0.90 

3.7 

1,262 
1,260 
1,265 

1.21 
1.20 

(0.02) 
(0.02) 

1.19 
1.18 

1.19 
1.18 
0.86 

2.6 

1.257 
1,170 
1,188 

0.92 
0.91 

0.67 
0.66 

1.59 
1.57 

1.59 
1.57 
1.26 

2.4 

928 
934 
970 

0.94 
0.92 

1.00 
0.96 

1.94 
1.88 

1.94 
1.88 
1.17 

$57,040 $53,077 $49,686 $68,700 $54,723 
$16,113 $13,250 $ 9,498 $18,118 $14,547 

(a) 

(b) 

(c) 
(d) 

Significant transactions refiected in the results above include-. 2009 impairment of goodwill and other assets (see Note 11 to the Consolidated Financial Statements, "Goodwill and 
Intangible Assets"), 2007 spin-off of the natural gas businesses (see Note 1 to the Consolidated Financial Statements, "Sumnnary of Significant Accounting Policies"), 2006 merger with 
Cinergy, 2006 Crescent joint venture transaction and subsequent deconsolidation effecfive September 7, 2006, 2005 DENA disposition, 2005 deconsolidation of DCP Midstream 
effective July 1, 2005, and 2005 Duke Energy Field Sen/ices, LLC (DEFS) sale of Texas Eastern Products Pipeline Company, LLC (TEPPCO). 
Periods prior to 2009 have been recast to reflect the adoption of the noncontrolling interest presentation provisions of Accounting Standards Codification 810 - Consolidation, which was 
adopted by Duke Energy effective Januaiy 1, 2009. 
2006 increase primarily attributable to issuance of approximately 313 million shares in connection with Duke Energ/'s merger with Cinergy. 
2007 decrease due to the spin-off of the natural gas businesses to shareholders on January 2, 2007 as dividends subsequent to the spin-off were split proportionately between Duke 
Energy and Spectra Energy such that the sum of the dividends of the two stand-alone companies approximated the former total dividend of Duke Energy prior to the spin-off. 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS. 

INTRODUCTION 

Management's Discussion and Analysis should be read in conju

nction with the Consolidated Financial Statements and Notes for the 

years ended December 3 1 , 2009, 2008 and 2007. 

EXECUTIVE OVERVIEW 

2009 Financial Results. 

For the year-ended December 31 , 2009, Duke Energy 

Corporation (Duke Energy) report:ed net income attributable to Duke 

Energy of $1,075 million and basic and diluted earnings per share 

(EPS) of $0.83, as compared to net income attributable to Duke 

Energy of $1,362 million and basic and diluted EPS of $1.08 and 

$1.07, respectively, for the year-ended December 3 1 , 2008. Income 

from continuing operations was $1,073 million for 2009 as compa

red to $1,275 million for 2008. Total reportable segment EBIT 

(defined below in "Segment Results" section of Management's 

Discussion and Analysis of Financial Condition and Results of 

Operations) decreased to $2,713 million in 2009 from 

$3,073 million in 2008. , 

See "Results of Operations" below for a detailed discussion of 

the consolidated results of operations, as well as a detailed discussion 

of EBIT results for each of Duke Energy's reportable business 

segments, as well as Other. 

2009 Areas of Focus and Accomplishments. 

. In 2009, management was focused on managing through the 

economic recession, investing in modernization of Duke Energy's 

regulated Infrastnjcture and dealing with increased competition in 

Ohio. 

Managing Thrbugli the Economic Recession and Changing 

Competitive Landscapes. 

In U.S. Franchised Electric and Gas, Duke Energy's largest 

business segment, weather-normalized electric volumes were down 

approximately 4% when compared to 2008. This was driven prima

rily by a decrease In industrial sales volumes, which were down 

approximately 14% compared to 2008. Although industrial sales 

volumes were down year over year, industrial volumes began to show 

signs of stabilization late in 2009. On a weather-normalized basis, 

residential sales volumes were slightiy positive, while commercial 

sales volumes were slightly negative. Looking fonward to 2010, 

management expects the load forecast to be relatively flat compared 

to 2009. 

In 2009, Commercial Power's operations were impacted by the 

competitive markets in Ohio, which were triggered by low commodify 

prices that put downward pressure on power prices. The available 

capacity and lower prices provided opport;unities for native load 

customers in Ohio to switch generation suppliers. Competitive power 

suppliers began supplying power to current Commercial Power native 

load customers In Ohio and Commercial Power experienced an , 

increase in customer switching beginning in the second quarter of 

2009. As of December 3 1 , 2009, customer switching levels 

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

through Duke Energy Retail Sales (DERS), Commercial Power 

acquired approximately 60% of the switched load by offering 

customers a discount to the Electric Security Plan (ESP) price. When 

factoring In the DERS activity, Commercial Power experienced net 

customer switching of about 15%, although those native load custo-., 

mers acquired by DERS were at lower margins than customers 

sen/ed under the ESP. Additionally, DERS has been able to acquire 

new.customers outside Commercial Power's native load territory. As a 

result of lower forecasted energy prices, lower demand for electricily 

due to the economy and competitive pressures in Ohio, and other 

valuation factors, a non-cash goodwill impairment charge of approxi

mately $371 million was recorded by Commercial Power in the third 

quarter of 2009. 

In light ofthe above economic factors that impacted Duke 

Energy's business in 2009, management was focused on offsetting 

those economic pressures by successfully managing costs and 

achieving excellent operational performance. Duke Energy achieved 

significant operations and maintenance cost mitigation goals across 

its business segments and also reduced planned capital expenditures 

by approximately $200 million, which highlights Duke Energy's 

ability to take advantage ofthe flexibility within its capital spending 

plan. Additionally, Duke Energy's generation fleet operated at some of 

the highest levels in Duke Energy's history. These combined efforts ; 

allowed Duke Energy to largely mitigate the negative impact of the 

economy on its results of operations in 2009. 

Key Regulatory Accomplishments. During 2009, Duke Energy 

completed the follovi/ing regulatory initiatives: 

• Obtained favorable rate case outcomes in North Carolina, 

South Carolina, Ohio and Kentucky which will increase 

revenues by neariy $460 million upon full implementation.^ 

• Updated/enabled construction work-in-progress (CWIP) 

recovery for Duke Energy Carolinas' Cliffside Unit 6 and the 

Integrated Gasification Combined Cycle (IGCC) plant at Duke 

Energy Indiana's Edwardsport Generating Station. 

• Received approval for cost recovery mechanisms for 

save-a-watt programs in North Carolina, South Carolina and 

Ohio. Approval in Indiana is anticipated in February 2010. 

• Began deployment of SmartGrid in Ohio, along with the 

initiation of a rate rider cost recovery mechanism, which is 

awaiting approval and a ruling is expected in the first quarter 

of 2010. Additionally, Duke Energy was awarded a stimulus 

grant for approximately $200 million to be used for 

reimbursement of costs related to SmartGrid. 
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• Received approvals of wind, solar and other renewable energy 
projects, which will enable innovative renewable energy 
initiatives and help Duke Energy meet specific renewable 
energy standards over time. 

Overall, the regulatory and legislative accomplishments during 

2009 have positioned Duke Energy well for 2010 and beyond. 

Capital Expenditures and Fleet and Grid IVIodemization. 

Duke Energy's strategy for meeting customer demand, while 

building a sustainable business that allows its customers and its 

shareholders to prosper in a carbon-constrained environment, inclu

des significant commitments to renewable energy, customer energy 

efficiency, advanced nuclear power, advanced clean-coal and high-

efficiency natural gas electric generating plants, and retirement of 

older less efficient coal-fired power plants. Due to the likelihood of 

upcoming environmental regulations, including carbon legislation, air 

pollutant regulation bythe U.S. Environmental Protection Agency 

(EPA) and coal regulation, Duke Energy has been focused on 

modernizing its fleet in preparation for a low carbon future. During 

2009, Duke Energy has continued the construction of Cliffside Unit 6 

in North Carolina and the Edwardsport IGCC plant in Indiana and 

these construction projects are approximately 55% complete and 

50% complete, respectively, at December 31 , 2009. Both are 

scheduled to be placed in sen/ice during 2012. Once in sen/ice, : 

Duke Energy will begin retiring older, less efficient coal and gas-fired 

units. Additionally, Duke Energy Carolinas has begun construction on 

a 620 megawatt (MW) combined cycle natural gas-fired generating 

facility at each of its existing Buck and Dan River Steam Stations. 

These facilities are scheduled to be placed in sen/ice in 2011 and 

2012, respectively. In conjunction with these and other capital 

projects, management is continuing its focus on reducing regulatory 

lag, which refers to the period of time between making an investment 

and earning a return and recovering that investmenL In 2007, the 

Indiana Utility Regulatory Commission (IURC) approved the timely 

recovery of initial construction cost estimates associated with the 

Edwardsport IGCC plant. The 2009 rate case settlements in 

North Carolina and South Carolina included stipulations allowing for 

the recovery in base rates of financing costs related to Cliflside Unit 6, 

although the recovery is delayed in North Carolina for a one year 

period. 

Duke Energy Carolinas is also continuing to seek all necessary 

regulatory approvals for the proposed William States Lee 111 

Nuclear Station, Including the December 2007 filings of a Combined 

Construction and Operating License (COL) application with the 

Nuclear Regulatory Commission (NRC) and requests to incur up to 

$230 million in development costs through 2009, which were 

approved in 2008. Although these actions are necessary steps as 

management continues to pursue the option of building a new 

nuclear plant, submitting these applications does not commit Duke 

Energy Carolinas to build a nuclear unit. 

In 2009, Duke Energy made significant strides in adding to its 

existing renewable energy portfolio. One way Duke Energy is reducing 

its environmental footprint while meeting demand for reliable, clean 

energy is by investing in zero carbon wind power. During 2009, 

Commercial Power, through Duke Energy Generation Sen/ices 

(DEGS), brought approximately 364 MW of wind generation online 

through a combination of completed construction and acquisition. At 

December 3 1 , 2009, DEGS had approximately 735 MW of wind 

generation in commercial operation. The wind assets in sen/ice have 

long-term power purchase agreements to sell the output to an end 

customer. Additionally, DEGS became an owner in a biomass 

development joint venture and, in early 2010, announced it would 

acquire a 16 MW solar development project In San Antonio, Texas. 

Management is also making progress on increasing the role 

energy efficiency will have in meeting customers' growing energy 

needs. Energy efficiency is considered a "fifth fuel" in the portfolio 

available to meet customers' growing needs for electricity, along with 

coal, nuclear, natural gas and renewable energy. During 2009, Duke 

Energy's save-a-watt models were approved in North Carolina, 

South Carolina and Ohio and Duke Energy is awaiting a decision on 

the proposed save-a-watt model in Indiana, which is expected in the 

first quarter of 2010. The save-a-watt proposal in Kentucky was 

withdrawn and will be addressed in Duke Energy Kentucky's next 

general rate case. 

Duke Energy Objectives — 2010 and beyond. 

Duke Energy will continue to focus on operational excellence, 

shaping federal and state legislative and regulatory policy, continued 

modernization of infrastructure and investing in renewable energy, 

including energy efficiency. The majority of future earnings are antici

pated to be contributed from U.S. Franchised Elecjtric and Gas, which 

consists of Duke Energy's regulated businesses that currentiy ovyn a 

capacity of approximately 27,000 MW of generation. The regulated 

generation portfolio consists of a mix of coal, nuclear, natural gas and 

hydroelectric generation, with the substantial majority of all of the 

sales of electricily coming from coal and nuclear generation facilities. 

The favorable rate case outcomes reached In the various jurisdictions 

in 2009, as discussed above, will increase U.S. Franchised Electric 

and Gas' revenues by approximately $460 million upon full 

implementation. 

As a result of the downturn in the economy, Duke Energy 

experienced reductions in sales volumes in 2009, most notably 

within the industrial customer class. Management anticipates that 

recessionary pressures will continue in 2010, resulting in essentially 

flat kilowati;-hour sales in both the Carolinas and the Midwest service 

territories. In order to address these pressures, management is 

focused on containing costs in 2010 and currently expects 

non-recoverable (I.e., not directiy recovered via a rider or other 

mechanism) operations and maintenance expense to be flat 

compared to 2009, due largely to sustainable reductions achieved 

during 2009, as well as certain 2010 initiatives such as a voluntary 

severance program and office consolidation. In addition, manage

ment will continue efforts to achieve constructive regulatory outcomes 

to reduce regulatory lag, including continually reviewing the need for 

general rate case filings in certain jurisdictions in 2010 and beyond. 

Additionally, due to the competitive markets in Ohio, customer 

switching will continue to impact the results of the Commercial 

Power business, as management currentiy estimates that an incre

mental 5% of current customer load will switch to alternative 

suppliers in 2010. Management is focused on mitigating lost volume 
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and margin erosion in 2010 through DERS efforts to acquire native 

load customers, as well as acquiring customers outside of 

Commercial Power's Ohio native load territory that are currentiy 

supplied by other electric generators. 

During the three-year period from 2010 through 2012, Duke 

Energy anticipates total capital expenditures of approximately 

$14 billion to $15 billion. Of this amount, approximately $5.7 billion 

is expected to be spent on committed projects, including base load 

power plants to meet long-term growth In customer demand and to 

modernize the generation fleet, ongoing environmental projects, and 

nuclear fuel. Approximately $6.8 billion of capital expenditures are 

expected to be used primarily for overall system maintenance, 

customer connections, and corporate expenditures. 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. The 

remaining estimated capital expenditures of approximately 

$1.2 billion to $2.7 billion are of a discretionaty nature and relate to 

growth opportunities in which Duke Energy may invest, provided 

there are opportunities to meet return expectations along with 

assurance of constructive regulatoty treatment in.the regulated 

businesses. Discretionary capital primarily Includes Commercial 

Power renewable and transmission projects, projects at International 

Energy and renewable projects at U.S. Franchised Electric and Gas. 

Capital expenditures are currentiy estimated to be approximately 

$5.2 billion in 2010. These expenditures are principally related to 

expansion plans, maintenance costs, environmental spending related 

to Clean Air Act (CAA) requirements and nuclear fuel. Duke Energy Is 

committed to adding base load capacity at a reasonable price while 

modernizing the current generation facilities by replacing older, less 

efficient plants with cleaner, more efficient plants. Significant expan

sion projects include the Edwardsport IGCC plant, an 825 MW coal 

unit at Duke Energy Carolinas' existing Cliffside facilily and new 

gas-fired generation units at Duke Energy Carolinas' existing Dan 

River and Buck Steam Stations, as well as other additions due to 

system growth. Additionally, Duke Energy is evaluating the potential 

construction ofthe William States Lee III nuclear power plant in 

Cherokee County, South Carolina. 

Duke Energy anticipates capital expenditures at Commercial 

Power will primarily relate to growrth opportunities, such as renewable 

energy generation projects and environmental control equipment, as 

well as maintenance on existing plants. Capital expenditures at 

International Energy, which will tie funded with cash held or raised 

by International Energy, will primarily be for strategic growth 

opportunities, as well as maintenance on existing plants. 

With the exception of equity issuances to fund the dividend 

reinvestment plan and other internal plans, Duke Energy does not 

currentiy anticipate the issuance of any other common equity in the 

foreseeable future. Duke Energy expects to have access to liquidity in 

the capital markets at reasonable rates and terms in 2010. 

Additionally, Duke Energy has access to unsecured revolving credit 

facilities, which are not restricted upon general market conditions, 

with aggregate bank commitments of approximately $3.14 billion. At 

December 31 , 2009, Duke Energy has available borrowing capacity 

of approximately $1.9 billion under this facility. For further 

information related to management's assessment of liquidity and 

capital resources, including known trends and uncertainties, see 

"Liquidity and Capital Resources" below. 

As the majority of Duke Energy's anticipated future capital 

expenditures are related to its regulated operations, a risk to Duke 

Energy is the ability to recover costs related to such expansion in a 

timely manner. Energy legislation passed in North Carolina and 

South Carolina in 2007 provides, among other things, mechanisms 

for Duke Energy to recover financing costs for new nuclear or coal 

base load generation during the construction phase. In Indiana, Duke 

Energy has received approval to recover its development costs for the 

new IGCC plant at the Edwardsport Generating Station. Duke Energy 

has received approval for nearly $260 million of future federal tax 

credits related to costs to be incurred for the modernization of Cliffside 

Unit 6, as well as the IGCC plant in Indiana. In addition, Duke 

Energy has received general assurances from the North Carolina 

Utilities Commission (NCUC) that the North Carolina allocable, portion 

of development costs associated with the William States Lee III 

nuclear station will be recoverable through a future rate case 

proceeding as long as the costs are deemed prudent and reasonable. 

Duke Energy does not anticipate beginning construction of the 

proposed nuclear power plant without adequate assurance of cost 

recovety from the state legislators or regulators. 

In summary, Duke Energy is coordinating its future capital 

expenditure requirements with regulatoty initiatives in order to ensure 

adequate and timely cost recovety while continuing to provide low 

cost energy to its customers. 

Economic Factors for Duke Energy's Business. 

Duke Energy's business model provides diversification between 

stable regulated businesses like U.S. Franchised Electric and Gas and 

certain portions of Commercial Power's operations, and the tradition

ally higher-growth businesses like the unregulated portion of . 

Commercial Power's operations and International Energy. As was the 

case throughout much of 2009, all of Duke Energy's businesses can 

be negatively affected by sustained downturns or sluggishness in tiie 

economy, including low market prices of commodities, all of which 

are beyond Duke Energy's control, and could impair Duke Energy's 

ability to meet its goals for 2010 and beyond. 

As Duke Energy experienced in 2009, declines in demand for 

electricity as a result of economic downturns reduce overall electricity 

sales and have the potential to lessen Duke Energy's cash flows, 

especially as industrial customers reduce production and, thus, con

sumption of electricily. A weakening economy could also impact 

Duke Energy's customer's ability to pay, causing increased . 

delinquencies, slowing collections and lead to higher than normal 

levels of accounts receivables, bad debts and financing requirements. 

A portion of U.S. Franchised Electric and Gas' business risk is 

mitigated by its regulated allowable rates of return and recovery of fuel 

costs under fuel adjustment clauses. The ESP in Ohio also helps 

mitigate a portion of the risk associated with certain portions of 

Commercial Power's generation operations by providing mechanisms 

for recovery of certain costs associated with, among other things, fuel 

and purchased power for native-load customers. 
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If negative market conditions should persist over time and 

estimated cash flows over the lives of Duke Energy's individual 

assets, including goodwill, do not exceed the cariying value.of those 

individual assets, asset impairments may occur in the future under 

existing accounting mles and diminish results of operations. A change 

in management's intent about the use of individual assets (held for 

use versus held for sale) could also result in impairments or losses. 

Duke Energy's 2010 goals can also be substantially at risk due 

to the regulation of its businesses. Duke Energy's businesses in the 

United States (U.S.) are subject to regulation on the federal and state 

level. Regulations, applicable to the electric power industry, have a 

significant impact on the nature ofthe businesses and the manner in 

which they operate. New legislation and changes to regulations are 

ongoing, including anticipated carbon legislation, and Duke Energy 

cannot predict the future course of changes in the regulatory or 

political environment or the ultimate effect that any such future 

changes will have on its business. 

Duke Energy's earnings are impacted by fluctuations in 

commodity prices. Exposure to commodity prices generates higher 

earnings volatility in the unregulated businesses as there are timing 

differences as to when such costs are recovered in rates. To mitigate 

these risks, Duke Energy enters into derivative instrnments to 

effectively hedge some, but not all, known exposures. 

Additionally, Duke Energ/s investments and projects located 

outside ofthe United States expose Duke Energy to risks related to 

laws of other countries, taxes, economic conditions, fluctuations in 

currency rates, political conditions and policies of foreign govern

ments. Changes in these factors are difficult to predict and may 

impact Duke Energy's future results. . 

Duke Energy also relies on access to both short-term money 

markets and longer-term capital markets as a source of liquidity for 

capital requirements not met by cash flow from operations. An 

inability to access capital at competitive rates or at all could adversely 

affect Duke Energy's ability to implement its strategy. Market disrup

tions or a downgrade of Duke Energy's credit rating may increase its 

cost of borrowing or adversely affect its ability to access one or more 

sources of liquidily. Additionally, there are no assurances that 

commitments made by lenders under Duke Energy's credit facilities 

will be available if needed as a source of funding due to ongoing 

uncertainties in the financial sen/ices industry. 

For fijrther information related to managements assessment of 

Duke Energy's risk factors, see Item IA. "Risk Factors." 

RESULTS OF OPERATIONS 

Consolidated Operating Revenues 

Year Ended December 31, 2009 as Compared to 

DecemberSl, 2008. Consolidated operating revenues for 2009 

decreased approximately $476 million compared to 2008. This 

change was primarily driven by the following: 

• An approximate $726 million decrease at U.S. Franchised 

Electric and Gas. See Operating Revenue discussion within 

"Segment Results" for U.S. Franchised Electric and Gas below 

for further information; and 

• An approximate $27 million decrease at International Energy.. 

See Operating Revenue discussion within "Segment Results" 

for International Energy below for further information. 

Partially offsetting these decreases was: 

• An approximate $288 million Increase at Commercial Power. 

See (Operating Revenue discussion within "Segment Results" 

for Commercial Power below for further information. 

Year Ended December 31, 2008 as Compared to 

December 31, 2007. Consolidated operating revenues for 2008 

increased approximately $487 million compared to 2007. This 

change was primarily driven by the following: 

• An approximate $419 million increase at U.S. Franchised 

Electric and Gas. See Operating Revenue discussion within 

"Segment Results" for U.S. Franchised Electric and Gas below 

for further information; and 

•An approximate $125 million increase at International Energy. 

See Operating Revenue discussion within "Segment Results" 

for International Energy below for further infonnation. 

Partially offsetting these increases was: 

• An approximate $55 million decrease at Commercial Power. 

See Operating Revenue discussion within "Segment Results" 

for Commercial Power below for further information. 

Consolidated Operating Expenses 

Year Ended December 31, 2009 as Compared to 

December 31,2008. (Consolidated operating expenses for 2009 

decreased approximately $247 million compared to 2008. This 

change was driven primarily by the following: 

• An approximate $626 million decrease at U.S. Franchised 

Electric and Gas. See Operating Expense discussion within 

"Segment Results" for U.S. Franchised Electric and Gas below 

for further information; 

• An approximate $65 million decrease at International Energy. 

See Operating Expense discussion within "Segment Results" ' 

for International Energy below for further information; and 

• An approximate $40 million decrease at Other. See Operating 

Expense discussion within "Segment Results" for Other below 

for further information. 

Partially offsetting these decreases was: . 

• An approximate $489 million increase atOommercial Power, 

which includes approximately $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. 
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Year Ended December 31, 2008 as Compared to 

DecemberSl, 2007. Consolidated operating expenses for 2008 

increased approximately $543 million compared to 2007. This 

change was driven primarily by the following: 

• An approximate $401 million increase at U.S. Franchised 

Electric and Gas. See Operating Expense discussion within 

"Segment Results" for U.S. Franchised Electric and Gas below 

for further information; 

• An approximate $123 million increase at International Energy. 

See Operating Expense discussion within "Segment Results" 

for International Energy below for further information; and 

• An approximate $27 million increase at Commercial Power. 

See Operating Expense discussion within "Segment Results" 

for Commercial Power below for further information. 

Consolidated Gains (Losses) on Sales of Other Assets and 

Other, net 

Consolidated gains (losses) on sales of other assets and other, 

net was a gain of approximately $36 million and $69 million in 

2009 and 2008, respectively, and a loss of approximately $5 million 

for 2007. The gains and losses for all years relate primarily to sales of 

emission allowances by U.S. Franchised Electric and Gas and 

Commercial Power. 

Consolidated Operating Income 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. For 2009, consolidated operating income 

decreased approximately $262 million compared to 2008. Drivers to 

operating income are discussed above. 

. Year Ended DecemberSl, 2008 as Compared to 

December 31, 2007. For 2008, consolidated operating income 

increased approximately $18 million compared to 2007. Drivers to 

operating incpnie are discussed above. 

Other drivers to operating income are discussed above. For more 

detailed discussions, see the segment discussions that follow. 

Consolidated Other Income and Expenses 

Year Ended December 31, 2009 as Compared to 

DecemberSl, 2008. For 2009, consolidated other income and 

expenses increased approximately $212 million compared to 2008. 

This increase was primarily driven by an increase in equity earnings 

of approximately $172 million due mostiy to impairment charges 

recorded by Crescent JV (Crescent) in 2008, of which Duke Energy's 

proportionate share was approximately $238 million, partially offset 

by decreased equity earnings from International Energy of approxi

mately $55 million primarily related to lower contributions from its 

investment in National Methanol Company (NMC) and losses from 

its investment in Attiki Gas Supply S.A. (Attiki). Also, the 

mark-to-market and investment income on investinents that support 

benefit obligations and within the captive insurance portfolio 

increased approximately $45 million as a result of gains In 2009 

compared to losses in 2008. Additionally, foreign exchange impacts, 

primarily related to the remeasurement of certain U.S. dollar 

denominated cash and debt balances at International Energy, 

resulted in gains in 2009 compared to losses in 2008 due to 

favorable foreign exchange rates, resulting in an increase of 

approximately $43 million in 2009 compared to 2008. Partially, 

offsetting these increases was decreased interest income of 

approximately $53 million due primarily to lower average cash and 

short-term investment balances, an approximate $26 million charge 

in 2009 related to certain performance guarantees Duke Energy had 

issued on behalf of Crescent and an approximate $18 million 

impairment charge in 2009 to write down the carrying value of 

International Energy's investment in Attiki to its fair value. 

Year Ended December 31 , 2008 as Compared to 

December 31, 2007. For 2008, consolidated other income and 

expenses decreased approximately $307 million compared to 2007. 

This decrease was primarily driven by a decrease in equity earnings 

of approximately $259 million due primarily to Impairment charges 

recorded by Crescent, of which Duke Energy's proportionate share 

was approximately $238 million, partially offset by increased equity 

earnings from International Energy of approximately $25 million 

primarily related to its investment in NMC primarily as a result of 

higher margins, an approximate $62 million decrease in interest 

income primarily due to favorable income tax settlements in 2007 

and lower earnings on invested cash and short-term investment 

balances during 2008 as compared to 2007, an approximate 

$54 million decrease due to unfavorable Investment returns and an 

approximate $34 million decrease associated with foreign currency 

losses due primarily to losses In 2008 associated with the 

remeasurement of certain U.S. dollar denominated cash and debt 

balances at International Energy, partially offset by an approximate 

$80 million increase in the equity component of allowance for funds 

used during construction (AFUDC) as a result of increased capital 

spending and the absence of convertible debt charges of approxi

mately $21 million recognized in 2007 related to the spin-off of 

Spectra Energy Corp. (Spectra Energy). 

Consolidated Interest Expense 

Year Ended December 31, 2009 as Compared to 

DecemberSl, 2008. Consolidated interest expense increased 

approximately $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. 

Year Ended December 31, 2008 as Compared to 

DecemberSl, 2007. Consolidated interest expense increased 

approximately $56 million in 2008 as compared to 2007. This 

increase is primarily attributable to higher debt balances, partially 

offset by a higher debt component of AFUDC and capitalized interest 

due to increased capital spending. 
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Consolidated Income Tax Expense from Continuing Operations 

Vear Ended December 31, 2009 as Compared to 

DecemberSl, 2008. For 2009, consolidated income tax expense 

from continuing operations increased approximately $142 million 

compared to 2008. Although pre-tax income was lower in 20.09 

compared to 2008, the effective tax rate for the year ended 

December 31 , 2009 was approximately 41 % compared to 33% for 

the year ended December 3 1 , 2008 due primarily to an approximate 

$371 million non-deductible goodwill impairment charge in 2009. 

. Year Ended December 31 , 2008 as Compared to 

December 31, 2007. For 2008, consolidated income tax expense^ 

from continuing operations decreased approximately $96 million 

compared to 2007. This decrease primarily resulted from lower 

pre-tax income in 2008 compared to 2007. The effective tax rate for 

the year ended December 3 1 , 2008 increased to approximately 33% 

compared to 32% for the year ended December 3 1 , 2007. The 

increase in the effective tax rate during 2008 is primarily attributable 

to adjustments related to prior year tax retums, an increase in foreign 

taxes, a decrease in the manufacturing deduction and a deferred state 

tax beneflt recorded in 2007 partially offset by higher AFUDC equity 

and a tax benefit recorded for certain foreign restructurings. 

Consolidated Income (Loss) from Discontinued Operations, 

net of tax 

Consolidated income (loss) from discontinued operations was 

income of approximately $12 million and $16 million for 2009 and 

2008, respectively, and a loss of $22 million for 2007. 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 an approximate $15 million after-tax gain. 

The 2007 amount is primarily comprised of an after-tax loss of 

approximately $18 million associated with former Duke Energy North 

America (DENA) contract settlements, an after-tax loss of approxima

tely $8 million related to Cinergy Corp. (Cinergy) commercial 

marketing and trading operations and after-tax earnings of 

approximately $23 million related to Commercial Power's synfuel 

operations. . -

Extraordinary Item, net of tax 

The reapplication of regulatoty accounting treatment to certain of 

Commercial Power's operations on December 17, 2008 resulted in 

an approximate $67 million after-tax (approximately $103 million 

pre-tax) extraordinary gain related to total mark-to-market losses 

previously recorded in earnings associated with open forward native 

load economic hedge 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 (exclu

ding 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 titied 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 December 31, 

(in millions) 2009 

Variance 
2009 vs. 

2008 2008 

. Variance 
2008 vs. 

2007 . 2007 

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

Total reportable segment EBIT 
Other 

$2,321 
27 

365 

2,713 
(251) 

$2,398 
264 
411 

3,073 
(568) 

$ (77) 
(237) 

(46) 

(360) 
317 

$2,305 
278 
388 

2,971 
(260) 

$ 93 
(14) 
23 

102 
(308) 

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

2,462 
(751) 
102 

18 

2,505 
(741) 
117 
10 

(43) 
10 

(15) 
8 

2,711 
(685) 
201 

9 

(206) 
56 

(84) 
1 

Consolidated earnings from continuing operations before income taxes $1,831 $1,891 $ (60) $2,236 $(345) 

(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, LLC (Duke Energy Carolinas), Duke Energy 

Indiana, Inc. (Duke Energy Indiana), and Duke Energy Kentucky, Inc. (Duke Energy Kentucky) and certain regulated operations of Duke Energy 

Ohio, Inc. (Duke Energy Ohio). 

Years Ended December 31, 

(in millions, except where noted) 2009 

Variance 
2009 vs. 

2008 2008 

Variance 
2008 vs. 

2007 2007 

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

Operating income 
Other income and expenses, net 

EBIT 

Duke Energy Carolinas' GWh sales'^' 
Duke Energy Midwest GWh sales**") 
Net proportional MW capacity in operationfc' 

$ 9,433 
7,263 

20 

2,190 
131 

$ 2,321 

79,830 
56,753 
25,957 

$10,159 
7,889 

6 

2,276 
122 

$ 2,398 

85,476 
62,523 
27,438 

$ (726) 
(626) 

14 

(86) 
9 

$ (77) 

(5,646) 
(5,770) 

(481) 

$ 9,740 
7,488 

2,252 
53 

$ 2,305 

86,504 . 
64,570 
27,585 

$ 419 
401 

6 

24 
69 

$ 93 

. (1,128) 
(2,047) 

(148) 

(a) Gigawatt-hours (GWh). 
Cb) Duke Energy Ohio (Ohio transmission and distribution only), Duke Energy Indiana and Duke Energy Kentucky collectively referred to as Duke Energy Midwest within this U.S. Franchised 

Electric and Gas segment discussion, 
(c) Megawatt (MW). 
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The following table shows the percent changes in GWh sales 
and average number of customers for Duke Energy (^rolinas. 

Increase (decrease) over prior year 

Residential sales<a> 
General service sales'̂ ' 
Industrial salesf̂ ' 
Wholesale sales 
Total Duke Energy Carolinas' sales*'.' 
Average number of customers 

2009 

(0.2)% 
(1.1)% 

(15.2)% 
(31.6)% 

(6.6)% 
0.5% 

2008 

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

2007 

6.5% 
5.4% 

(2.3)% 
40.9% 

4.8% 
2.0% 

(a) Major 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. 

Increase (decrease) over prior year 

Residential sales'̂ ' 
General service sales'̂ ' 
Industrial sales'̂ ' 
Wholesale sales 
Total Duke Energy Midwest's sales*' 
Average number of customers 

2009 

(4.3)% 
(3.5)% 

(15.0)% 
(20.8)% 

(9.2)% 
(0.3)% 

2008 

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

(3.2)% 
0.3% 

2007 

6.7% 
6.3% 

(Q.4)% 
7.7% 
4.5% 
0:8% 

(a) Major components of Duke Energy Midwest's retail 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 , 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 retail 

and near-term wholesale customers and lower natural gas fuel 

rates primarily in Ohio and Kentucky, partially offeet by higher 

fuel rates for electric retall customers. Fuel revenues represent 

sales to both retail and wholesale customers; 

• A $117 million decrease due to lower weather normalized 

sales volumes to retail customers largely reflecting the overall 

declining economic conditions in 2009, which primarily 

impacted the industrial sector; 

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

sales to retail customers due to overall milder weather 

conditions in 2009 compared to 2008. Weather statistics for 

heating 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 sen/ed under certain long-term 

contracts. 

Partially offsetting these decreases was: 

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

primarily due to increases in recoveries of Duke Energy 

Indiana's environmental compliance costs and the IGCC rider, 

partially offset by the expiration of the one-time increment rider 

related to merger savings that was included in North Carolina 

retail rates in 2008. 

Operating Expenses. 

The decrease was driven primarily by: 

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

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

lower volume of coal used in electric generation, lower prices 

' and volunnes for natural gas purchased for resale and used In 

electric generation and reduced purchased power, partially 

offset by higher coal prices; 

•A $71 million decrease in operating and maintenance expen

ses primarily due to lower scheduled outage and maintenance 

costs at nuclear and fossil generating stations, lower power 

and gas delivety maintenance and decreased capacity costs' 

due to the expiration of certain drought mitigation contracts in 

2008, partially offset by higher benefits costs; and 

• 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 

primarily to normal increases. 

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

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

oxide (NOx) 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 ongojng construc

tion 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. 
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IVIatters Impacting Future U.S. Franchised Electric and Gas 

Results 

U.S. Franchised Electric and Gas continues to increase the 

overall number of retail customers served, maintain low costs and 

deliver high-quality customer sen/ice in the Carolinas and Midwest; 

however, sales to all retail customer classes were negatively impacted 

by the economic downturn in 2009, particulariy sales to the indus

trial sector. These trends are expected to continue for some period 

into 2010, and perhaps beyond, until the economy begins to recover. 

The general decline in the textile industry in the Carolinas, 

exacerbated by the struggling economy, is also expected to continue 

in 2010, fueled by the expiration of certain import limitations related 

to foreign textile products. 

U.S. Franchised Electric and Gas evaluates the cartying amount 

of its recorded goodwill for Impairment on an annual basis as of 

August 31 and performs interim impairment assessments if a trigge

ring 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 U.S. Franchised Electric 

and Gas' goodwill impairment assessments, see Critical Accounting 

Policy for Goodwill Impairment Assessments. As of the date of the 

2009 annual impairment analysis, the fair value of U.S. Franchised 

Electric and Gas' reporting units exceeded their respective carrying 

value, thus no goodwill impairment charges were recorded. However, 

the fair value of the Ohio Transmission' and Distribution reporting unit 

(Ohio T&D), which had a goodwill balance of approximately 

$700 million as of December 31 , 2009, exceeded the cartying value 

ofequily 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 cartying value of the Ohio T&D reporting 

unit has been impaired. Should any such triggering events or 

circumstances occur in 2010 that would more likely than not reduce 

the fair value of the Ohio T&D reporting unit below its cartying value, 

management would perform an interim impairment assessment of 

the Ohio T&D goodwill and it is possible that a goodwill impairment 

charge could be recorded as a result of this assessment. Potential 

circumstances that could have a negative effect on the fair value of 

the Ohio T&D reporting unit include additional declines in load 

volume forecasts, changes in the weighted average cost of capital 

(WACC), 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 , 2008 as Compared to December 3 1 , 

2007 

Operating Revenues. 

The increase was driven primarily by: 

• A $474 million increase in fuel revenues (including emission 

. allowances) driven primarily by higher fuel rates In all regions 

and legislative changes that allow Duke Energy Carolinas to 

collect additional purchased power and environmental 

compliance costs from retail customers. Fuel revenues 

represent sales to both retail and wholesale customers; and 

•A $92 million increase related to substantial completion in 

2007 of the sharing of anticipated merger savings through rate 

decrement riders with regulated customers. 

Partially offsetting these increases were: 

• A $73 million decrease in weather adjusted sales volumes to 

retail customers reflecting the overall declining economic 

conditions, which are primarily impacting the industrial sector; 

• A $53 million decrease in retail rates and rate riders primarily 

related to the new retail base rates implemented in 

North Carolina in the first quarter of 2008, net of increases in 

recoveries of Duke Energy Indiana's environmental 

compliance costs from retail customers and higher gas base 

rates implemented in the second quarter of 2008 for Duke 

Energy Ohio; and 

• A $49 million decrease in GWh and Mcf sales to retail 

customers due to milder weather in 2008 compared to 2007. 

While weather statistics for heating degree days in 2008 were 

favorable compared to 2007, this favorable impact was more 

than offset by the impact of fewer cooling degree days in 

2008 compared to 2007. 

Operating Expenses. 

The increase was driven primarily by: 

• A $441 million increase in fuel expense (including purchased 

power and natural gas purchases for resale) primarily due to 

higher coal and natural gas prices and increased purchased 

power. This increase also reflects a $21 million reimburse

ment in first quarter 2007 of previously incurred fuel expenses 

resulting from a settlement between Duke Energy Carolinas 

and U.S. Department of Justice (DOJ) resolving Duke Energy 

Carolinas' used nuclear fuel litigation against the Department 

of Energy (DOE). The settlemenf between the parties was 

finalized on March 5, 2007; 

•A $67 million increase in depreciation due primarily to 

additional capital spending; and 

• A $66 million increase in operating and maintenance 

expenses primarily due to higher scheduled outage.and 

maintenance costs at nuclear and fossil generating plants, 

storm costs primarily in the Midwest related to Hurricane Ike 

In September 2008 net of deferral of a portion of the Ohio and 

Kentucky storm costs associated with Hurricane Ike, increased 

capacity costs due to additional contracts that were entered 

into in late 2007 to ensure custonier electricity needs were 

met despite ongoing drought conditions and increased power 

delivery maintenance charges to increase system reliability, 

partially offset by lower benefit costs including short-term 

incentives. 

Partially offsetting these increases was: 

• A $170 million decrease in regulatory amortization expenses, 

including approximately $187 million for the amortization of 
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compliance costs related to North Carolina clean air legislation, 

which was completed in 2007. This decrease was partially 

offset by the write-off in 2007 of a portion of the investment in 

the GridSouth Regional Transmission Organization (RTO) 

(approximately $ 17 million) per a rate order from the NCUC. 

Other Income and Expenses, net 

The increase is due primarily to the equity component of 

AFUDC due to additional capital spending for ongoing consti'uction 

projects and a favorable $25 million IURC ruling. 

£e/r. 
The increase resulted primarily from decreased regulatory 

amortization, the substantial completion of the required rate 

reductions due to the merger with Cinergy and increased AFUDC. 

These increases were partially offset by the impacts of the unfavora

ble economy on sales, milder weather, additional depreciation as rate 

base increased during 2008, higher operation and maintenance 

costs, overall net lower retaii rates and rate riders, and the 2007 DOE 

settlement. 

Commercial Power 

(in millions, except where noted) 

Years Ended Decemtser 31, 

2009 

Variance 
2009 vs. 

2008 2008 

Variance 
2008 vs. 

2007 2007 

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

Operating income 
Other income and expenses, net 

EBIT 

Actual plant production, GWh 
Net proportional megawatt capacity in operation 

$ 2,114 
2,134 

12 

(8) 
35 

$ 27 

26,962 
8,005 

$ 1,826 
1,645 

59 

240 
24 

$ 264 

20,199 
7,641 

$ 

$ 

288 
489 
(47) 

(248) 
11 

(237) 

(6,763) 
364 

$ 1,881 
1,618 

(7) 

256 
22 

$ 278 

23,702 
8,019 

$ (55) 
27 
66 

(16) 
2 

$ (14) 

(3,503) 
(378) 

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 of the 

ESP in 2009 and the timing of fuel and purchased power 

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

the economy and increased customer switching levels; 

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

non-qualifying power and capacity hedge 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 sen/ice 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-qualifying 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 of the renewable business in 2009; 

• 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 maintena

nce expenses resulting from increased plant outages in 2009 

compared to 2008; 

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

due to higher purchased power expenses and higher long-term 

contract prices and lower realized gains on fuel hedges in 

2009 compared to 2008; and 
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• A $10 million increase in fuel and operating expenses-for the 

Midwest gas-fired assets primarily due to higher generation 

volumes in 2009 compared to 2(X)8, partially offeet by tad 

debt reserves recorded in 2008 associated with the Lehman 

Brothers bankmptcy. 

Partially offsetting tirese increases was: 

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

invalidation ofthe Clean Air Interstate Rule (CAIR) in July 

2008. 

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. 

Other Income and Expenses, net. 

The increase in 2(X)9 compared to 2008 is attributable to 

higher equity eamings of unconsolidated affiliates in 2(X)9 primarily 

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

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

leading wind power company, was acquired in September 2008. 

Partially offeettlng this increase was a 2009 impairment charge to the 

carrying value of an equity method investment. 

EBIT. 

The decrease is primarily atb'ibutable to higher impairment 

charges in 2(X)9 primarily due to a goodwill impairment charge, 

partially offset by a 2(X)8 impairment charge related to emission 

allowance, increased plant maintenance expenses and fewer gains 

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

higher retail revenue pricing as a result of implementation of the ESP, 

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

generation volumes and PJM capacity revenues. 

Matters Impactir^ Future Commercial Power Results 

Commercial Power's current strategy is focused on maintaining 

its competitive position in Ohio, maximizing the retums and cash 

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

renewable energy portfolio. Results for Commercial Power are sensi

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

prices and weattier, as well as dependent upon completion of energy 

asset construction projects and tax credits on renewable energy 

production. 

Recently, low commodity prices have put downward pressure 

on power prices. The available capacity and lower prices have provi

ded opportunities for customers in Ohio to switch generation 

suppliers. Competitive power suppliers have begun supplying power 

to current Commercial Power customers in Ohio and Commercial 

Power has experienced an increase in customer switching in the 

second half of 2009. Customer switching is anticipated to continue 

in 2010 and could have a significant impact on Ctommercial Power's 

results. Additionally, ttiese evolving market conditions may potentially 

impact Commercial Power's ability to continue to apply regulatory 

accounting treatment to certain portions of its Commercial Power 

business segment. As of December 3 1 , 2009, Commercial Power 

had regulatory assets of approximately $163 million related to under-

collections under its ESP and mark-to-market losses on certain 

economic hedges. 

As discussed in Note 11 to the Consolidated Financial 

Statements, "Goodwill and Intangible Assets," Commercial Power 

recorded an impairment charge in the third quarter of 2009 of 

approximately $371 million within its non-regulated generation 

reporting unit to write down the goodwill to its implied fair value. As a 

result of this impaimrient charge, the canying value of goodwill 

associated with the non-regulated generatfon reporting unit of 

approximately $520 million is equivalent to its implied fair value. 

This impairment charge was based on a number of factors, including 

a decline in load forecast, depressed mari<et power prices, customer 

switching and cartx)n emission legislation and/or EPA regulation 

developments. Should the assumptions used related to these factors 

change in the futijre as a result of ttien market conditions, as well as 

any acceleration in the timing of cartxjn emission legislation/EPA 

regulation developments, it is possible that further goodwill impair

ment charges could be recorded. For fiirther information on key 

assumptions that impact Commercial Power's goodwill impairment 

assessments, see Critical Accounting Policy for Goodwill Impaimient 

Assessments. 

Year Ended December 31,2008 as compared to December 3 1 , 

2007 

Operating Revenues. 

The decrease was primarily driven by: 

• A $21 million decrease in wholesale electric revenues due to 

lower hedge realization and lower generation volumes 

primarily resulting from increased plant outages in 2008 

compared to 2007; 

• A $20 million decrease in net mark-to-market revenues on 

non-qualifying power and capacity hedge conti'acts, consisting 

of mark-to-market losses of $72 million in 2008 compared to 

losses of $52 million in 2007; and 

• A $17 million decrease in revenues due to lower generation 

volumes from the Midwest gas-fired assets resulting from 

milder weather net of increased PJM capacity revenues in 

2008 compared to 2007. 

Operating Expenses. 

The increase was primarily driven by: 

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

invalidation of the CAIR in July 2008; 

• A $68 million increase in fuel expense due to mari<-to-market 

losses on non-qualifying fuel hedge contracte, consisting of 

mari<-to-market losses of $3 million in 2008 compared to 

gains of $65 million in 2007; and 

• A $14 million increase in plant maintenance expenses resul

ting from increased plant outages in 2008 compared to 2007. 
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Partially offsetting these increases were: 

• A $63 million decrease in emission allowance expenses due 

to lower cost basis emission allowances consumed and lower 

overall emission allowance consumption due to Installation of 

flue gas desulfurization equipment and lower generation volu

mes due to increased plant outages In 2008 compared to 

2007; 

•A $46 million decrease in net fuel and purchased power 

expense for retail load due to realized gains on fuel hedges 

partially offset by higher purchased power as a result of 

increased plant outages in 2008 compared to 2007; and 

• A $24 million decrease in fuel and operating expenses for the 

Midwest gas-flred assets primarily due to lower generation 

volumes and lower amortization of locked-in hedge losses In 

2008 compared to 2007, net of an approximate $15 million 

bad debt resen/e related to the Lehman Bros, bankruptcy and 

higher plant maintenance expenses. 

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

The increase in 2008 as compared to 2007 is attributable to 

gains on sales of emission allowances in 2008 compared to losses 

on sales of emission allowances In 2007. Gains in 2008 were a 

result of sales of zero cost basis emission allowances, while losses in 

2007 were as a result of sales of emission allowances acquired In 

connection with Duke Energy's merger with Cinergy in 2006 which 

were written up to fair value as part of purchase accounting. 

EBFT. 

The decrease is primarily attributable to higher mark-to-market 

losses on economic hedges due to decreasing commodity prices, the 

impairment of emission allowances, lower retall and wholesale 

revenues resulting from lower volumes due to the weakening econ

omy and plant outages. Partially offsetting these decreases were gains 

on sales of zero cost basis emission allow'ances, lower emission 

allowance expense due to lower cost basis emission allowances 

consumed and lower consumption due to installation of flue gas 

desulfurization equipment and lower purchase accounting expense 

primarily due to the Rate Stabilization Plan (RSP) valuation. 

International Energy 

(in millions, except where noted) 2009 

Years Ended December 31, 

Variance 
2009 vs. 

2008 2008 

Variance 
2008 vs. 

2007 2007 

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

$ 1,158 
834 

1,185 
899 

1 

(27) 
(65) 

(1) 

1,060 
776 

$125 
123 

1 

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

EBIT 

Sales, GWh 
Net proportional megawatt capacity in operation 

324 
63 
22 

$ 365 

19,978 
4,053 

287 
146 
22 

$ 411-

18,066 
4,018 

37 
(83) 

$ (46) 

1,912 
35 

284 
114 

10 

$ 388 

17,127 
3,968 

3 
32 
12 

$ 23 

939 
50 

Year Ended Decernber 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 offeettlng 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 
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•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 methyl tertiaty butyl ether (MTBE), partially offset by lower 

butane costs, an approximate $18 million Impairment ofthe invest

ment in Attiki and approximately $14 million of decreased equity 

earnings at Attiki due to lower margins and the absence of prior year 

hedge income due to hedge contract terminations. 

EBFT. 

The decrease in EBIT was primarily due to lower equity earnings 

at NMC and Attiki, an impairment of the 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 expensies in Pern. 

Matters Impacting Future International Energy Results 

International Energy's current strategy Is focused on selectively 

growing its Latin American power generation business while conti

nuing to maximize the returns and cash flow from its current portfolio. 

EBIT results for International Energy are sensitive to changes in 

hydrology, power supply,' power demand, transmission and fuel 

constraints and fuel and commodity prices. Regulatory matters can 

also Impact EBIT results, as well as impacts from fluctuations in 

exchange rates, most notably the Brazilian Real. 

Certain of International Energy's long-term sales contracts and 

long-term debt in Brazil contain inflation adjustment clauses. While 

this is favorable to revenue in the long run, as International Energy's 

contract prices are adjusted, there Is an unfavorable impact on 

interest expense resulting from revaluation of International Energy's 

outstanding local currency debt. 

As noted above. International Energy Is committed to selectively 

growing its Latin American power generation business while continu

ing to maximize the retums and cash flow from its current portfolio. 

However, International Energy periodically evaluates all of its 

businesses to ensure those businesses continue to align with its 

overall strategies. As such, Intemational Energy is in the eariy stages 

of exploring a possible sale of certain long-lived assets in 

Latin America. The estimated fair value for these assets currently 

being evaluated for potential sale fe less than cartying value. 

Consistent with generally accepted accounting principles (GAAP), 

write-downs to fair value have not been recorded on these long-lived 

assets as the forecasted undiscounted cash flows for the assete 

exceed the carrying value. In 2010, it is possible that a write-down of 

the carrying value of these assets to fair value could occur If a sale at 

an amount below cartying value becomes likely. 

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

2007 

Operating Revenues. 

The increase was driven primarily by: 

• A $60 million increase in Brazil due to higher sales prices, 

higher demand and favorable exchange rates; 

• A $49 million increase in Guatemala and El Salvador due to 

favorable sales prices partially offset by lower dispatch; and 

• A $15 million increase in Argentina due to favorable sales 

prices as a result of higher demand. 

Operating Expenses. 

The increase was driven primarily by. 

• A $70 million increase in Guatemala and £1 Salvador primarily 

due to higher fuel prices; 

• A $57 million increase in Peru primarily due to higheir 

purchased power, fuel costs, and royalty fees due to 

. unfavorable hydrology and higher oil reference pricing; and 

• A $15 million increase in Argentina due to higher gas and 

power marketing purchases and increased fuel prices. 

Partially offsetting tiiese increases was: 

• A $24 million decrease in Ecuador due to lower fuel 

consumption and maintenance costs as a result of lower 

thermal dispatch and the reversal of a bad debt allowance as a 

resultof collection of an arbitration award; and 

• A $5 million decrease in Brazil due to a transmission credit 

adjustment and reversal of a bad debt allowance as a result of 

a customer settlement, partially offset by unfavorable exchange 

rates. 

Other Income and Expenses, net 

The increase was driven primarily by a $16 million increase in 

equity earnings at NMC as a result of higher pricing and volumes for 

both metiianol and MTBE and approximately $9 million of increased 

equity earnings at Attiki due to a hedge termination. • 

EBFT. 

The increase in EBIT was primarily due to higher average prices, 

increased demand, and favorable exchange rates in Brazil, higher 

MTBE and methanol margins and sales volumes at NMC;- partially 

offset by unfavorable hydrology, higher royalty fees and the lack of the 

2007 transmission congestion in Peru, and unfavorable results In 

Guatemala, primarily due to higher fuel prices and maintenance 

costs. 
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Other 

Years Ended December 31, 

Variance 
2009 vs. 

Variance 
2008 vs. 

(in millions) 

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

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

EBIT 

2009 

$128 
389 

4 

(257) 
2 

(4) 

$(251) 

2008 

$ 134 
429 

3 

(292) 
(288) 

(12) 

$(568) 

2008 

$ (6) 
(40) 

1 

35 
290 

(8) 

$317 

2007 

$167 
467 

2 

(298) 
37 
(1) 

$(260) 

2007 

$ (33) 
(38) 

1 

6 
(325) 

(11) 

$(308) 

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

2008 

Operating Income. 

The increase was primarily due to favorable results at Duke 

Energy Trading and Marketing (DETM) and Bison Insurance 

Company Limited (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 primarily to impairment charges recorded 

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

was approximately $238 million, with no comparable losses In 

2009, and favorable 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 t)eha|f 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. 

Matters Impacting Future Other Results 

Other's future results could be impacted by continued volatility 

in the debt and equity markets and other economic conditions, which 

could result in the recording of other-than-temporaty impairment 

charges for investments in debt and equity securities, including 

certain investments in auction rate debt securities. Duke Energy 

analyzes all investments in debt and equity securities to determine 

whether a decline in fair value should be considered other-than-

temporary. Criteria used to evaluate whether an impairment is other-

than-temporary includes, but is not limited to, the length of time over 

which the mari<et 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 invest

ment in the issuer for a period of time sufficient to allow for any 

anticipated recovety in market value. For investments in debt 

securities, the other-than-temporaty analysis also involves the 

consideration of underlying collateral and guarantees of principal by 

government entities, as well as other factors relevant to determine the 

amount of credit loss, if any. 

In Januaty 2010, Duke Energy announced plans to offer a 

voluntaty severance plan to approximately 8,750 eligible employees. 

As this is a voluntaty plan, all severance benefits offered under thfe" 

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 signifi

cant retention period exists, the costs of the special termination 

benefits are recorded ratably over tiie remaining service periods of the 

affected employees. The window for employees to request to 

voluntarily end their employment under this plan opened on 

Februaty 3, 2010 and closed on Februaty 24, 2010 for 

approximately 8,400-eligible employees. For employees affected by 

the consolidation of Duke Energy's corporate functions in Chariotte, 

North Carolina, as discussed further below, the window will close 

MarchSl, 2010. Duke Energy currently estimates severance 

payments associated with this voluntaty plan, based on employees', 

requests to voluntarily end their employment received through 

February 24, 2010, of approximately $130 million. However, until 

management of Duke Energy approves the requests, it resen/es the 

right to reject any request to volunteer based on business needs and/ 

or excessive participation. 

In addition, in Januaty 2010, Duke Energy announced that it 

will consolidate certain corporate office functions, resulting in 

transitioning over the next two years of approximately 350 positions 

from its offices in the Midwest to its corporate headquarters in 

Chariotte, North Carolina. Employees who do not relocate have the 

option to elect to participate in the voluntaty plan discussed above, 

find a regional position within Duke Energy or remain with Duke 

Energy through a transition period, at which time a reduced severa

nce benefit would be paid under Duke Energy's ongoing severance 

plan. Management cannot currently estimate the costs, if any, of 

severance benefite which will be paid to its employees due to thfe 

office consolidation. 

Duke Energy believes that it is possible that the voluntaty 

severance plan may trigger settlement accounting or curtailment 

accounting with respect to its pension and other post-retirement 

benefit plans. At this time, management is unable to determine the 

likelihood that settlement or curtailment accounting will be triggered. 
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Additionally, Duke Energy has a 50% ownership interest in 

Crescent, a partnership for U.S. tax purposes. Crescent filed for 

Chapter 11 Banknjptcy In a U.S. Bankruptcy Court in June 2009. 

As of December 31 , 2009, Duke Energy believes it is more likely 

than not that all tax benefits associated with its investment in 

Crescent will tie realized. However, the form, timing and structure of 

Crescent's future emergence from bankruptcy remain unresolved. 

Based on this uncertainty, as of December 31 , 2009, it is reasonably 

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

its inability to fully utilize tax losses associated with its partnership 

interest in Crescent and the resolution of Crescent's emergence from 

bankruptcy. 

Year Ended December 31,2008 as Compared to December 3 1 , 

2007 

Operating Revenues. 

The reduction was driven primarily by higher premiums earned 

by Bison in 2007 related to the assumption of liabilities by Bison 

from other Duke Energy business units. 

Operating Expenses. 

The reduction was primarily driven by the establishment of 

resen/es related to liabilities assumed by Bison from other Duke 

Energy business units in 2007 with no comparable charges in 2008, 

a prior year donation to the Duke Foundation, reduced benefit costs, 

and decreased severance costs. These favorable variances were 

partially offeet by a prior year benefit related to contract settlement 

negotiations and unfavorable property loss experience at Bison. 

Other Income and Expenses, net 

The Increase in net expense was primarily driven by 

approximately $230 million of losses at Crescent in 2008 compared 

to earnings of approximately $38 million in 2007 due to Duke 

Energy recording its proportionate share of impairment charges 

recorded by Crescent and lower earnings as a result ofthe downturn 

In the real estate market, unfavorable returns on investmente related 

to executive life insurance and lower investment income at Bison, 

partially oflset by prior year convertible debt charges of approximately 

$21 million related to the spin-off of Spectra Energy with no 

comparable charges in 2008. 

EBIT 

The decrease was due to Duke Energy's proportionate share of 

impairment charges recorded by Crescent and lower overall earnings 

at Crescent, a prior year benefit related to contract settlement negotia

tions, unfavorable investment returns and unfavorable property loss 

experience at Bison, partially oflset by a prior year donation to Duke 

Foundation, prior year convertible debt charges, decreased severance 

costs and reduced benefits costs. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The application of accounting policies and estimates is an 

important process that continues to evolve as Duke Energy's 

operations change and accounting guidance evolves. Duke Energy 

has identified a number of critical accounting policies and estimates . 

that require the use of significant estimates and judgments. 

Management bases its estimates and judgments on historical 

experience and on other various assumptions that they believe 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 than tiie actual amounts recorded, adjustments are made In 

subsequent periods to take into consideration the new information. 

Duke Energ/ discusses its critical accountingpolicies and estimates and 

other significant accounting policies witii senior members of 

management and the audit committee, as appropriate. Duke Enetg/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 thatTesult from the regulated ratemaking process tiiat would 

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

Regulatoty assets generally represent incurred costs that have been ' 

deferred because such costs are probable of future recovery in custo

mer rates. Regulatoty liabilities generally represent obligations to 

make refunds to customers for previous collections for costs that 

either are not likely to or have yet to be incurred. Management 

continually assesses whether the regulatoty assets are probable of 

future recovety by considering factors such as applicable regulatory 

environment changes, historical regulatoty treatmentfor 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 tiie existing regulatoty assets are probable of recovery; This 

assessment reflects the current political and regulatoty climate at the 

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

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

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

the regulatoty 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 

regulatoty assets. Total regulatotyassete were $3,886 million as of 

December 31,-2009 and $4,077 million asof December 31 , 2008. 

Total regulatory Uabilities were $3,108 million as of December 31 , 

2009 and $2,678 million asof December 3 1 , 2008. For further 

information, see Note 4 to the Consolidated Financial Statements, 

"Regulatoty Matters." 
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In order to apply regulatoty accounting treatment and record 

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

determining whether the criteria are met for its operations, manage

ment 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 ofthe 

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 facte and circumstances 

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

all ofthe scope criteria when such criteria had not been previously 

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

separable portion ofthe operations. Such reapplication includes :. 

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

regulatory asset or regulatoty liability. 

Commercial Power owns, operates and manages power plants 

in the Midwestern United States. Commercial Power's generation 

asset fleet consiste of Duke Energy Ohio's generation in Ohio, 

primarily coal-fired assete, that are dedicated to sen/e Ohio native • 

load customers (native load), as well as wholesale customers to the 

extent there is excess generation, and five Midwestern gas-fired . 

non-regulated generation assets that are not dedicated to sen/e Ohio 

native load customers (non-native). The non-native generation opera

tions do not qualify for regulatory accounting treatment as these 

operations do not meet the scope criteria. Most of the generation 

asset native load output In Ohio was contracted through the RSP 

through December 3 1 , 2008. As discussed further in the notes to the 

Consolidated Financial Statemente, specifically Note 1, "Summaty of 

Significant Accounting Policies" and Note 4, "Regulatory Matters", , 

beginning on December 17, 2008, Commercial Power began 

applying regulatoty accounting treatment to certain portions of Ite 

native load operations due to the passing of Ohio Senate Bill 221 

(SB 221) and theapproval ofthe ESP. However, other portions of 

Commercial Power's native load operations continue to not qualify for 

regulatory accounting treatment, as certain coste of the native load 

operations do not result in a rate structure designed to recover the . 

specific coste of that portion of the operations. Despite certain 

portions of the Ohio native load operations not qualifying for 

regulatory accounting treatment, all of Commercial Power's Ohio 

native load operations' rates are subject to approval by the PUCO, 

and thus these operations are referred to here-in as Commercial 

Power's regulated operations. Moreover, generation remains a 

competitive market in Ohio and native load customers continue to. 

have the ability to switch to alternative suppliers for their electric 

generation sen/Ice. As customers switch, there Is a risk that some or 

all of Commercial Power's regulatory assete will not be recovered 

through the established riders. Duke Energy will continue to monitor 

the amount of native load customers that have switched to altemative 

suppliers, when assessing the recoverabilify of ite regulatoty assete 

established for ite native load generation operations. At December 31 , 

2009, management has concluded that the established regulatory 

assets of approximately $163 million are still probable of recovery 

even though there have been increased levels of customer switching. 

No other operations within Commercial Power, and no opera

tions within the International Energy business segment, qualify for 

regulatoty accounting treatment. 

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

operations qualify for regulatory accounting treatment and thus ite 

coste of business and related revenues can result in the recording of ... 

regulatory assete and liabilities, as described above. 

Goodwill Impairment Assessments 

At December 31, 2009 and 2008, Duke Energy had goodwill 

balances of $4,350 million and $4,720 million, respectively. At 

December 3 1 , 2009, the goodwill balances at the segment level were 

$3,483 million at U.S. Franchised Electric and Gas, $569 million at 

Commercial Power, and $298 million at Intemational Energy. The 

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

in April 2006, whose assete are primarily Included in the U.S. 

Franchised Electric and Gas and Commercial Power segmente. 

Commercial Power also has approximately $70 million of goodwill that 

resulted from the September 2008 acquisition of Catamount, a leading 

wind power company located In Rutiand, Vermont. As ofthe 

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 is required to perform an annual goodwill 

impairment test at the reporting unit level as of the same date each 

year and, accordingly, performs ite annual impairment testing of 

goodwill for all reporting unite as of August 31 each year. Duke 

Energy updates the test between annual teste If events or circumstan

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

reporting unit below ite cartying value. The annual analysis of the . 

potential Impairment of goodwill requires a two step process. Step 

one of the impairmenttest involves comparing the fair values of 

reporting unite 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 cartying 

amount is less than fair value, further testing of goodwill impairment 

is not performed. Duke Energy did not record any impairment on ite 

goodwill as a result of the 2008 or 2007 impairment tests. 

Step two of the goodwill impairment test involves comparing the 

implied fair value ofthe reporting unit's goodwill against the carrying 

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

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

identifiable tangible and intangible assete and liabilities as if the 

reporting unit had been acquired in a business combination on the 

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

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

identifiable assete and liabilities represente the implied fair value of 

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

difference between the cartying amount of goodwill and the implied 

fair value of goodwill upon the completion of step tiA/o. 
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For purposes of the step one analyses, determination of repor

ting unite' fair value was based on a combination of the income 

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

unite based on estimated discounted future cash flows, and the 

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

reporting unite based on market comparables within the utility and 

energy indusfries. Based on completion of step one of the 2009 

annual impairment teste, management determined that the fair 

values of all reporting unite except for Commercial Power's 

non-regulated Midwest generation reporting unit, for which the 

carrying value of goodwill was approximately $890 million as of the 

annual impairment testing date, were greater than their respective 

carrying values. Accordingly, for only Commercial Power's 

non-regulated Midwest generation reporting unit, management was 

required to perform step two ofthe goodwill impairment test to 

determine the amount of the goodwill impairment. 

Commercial Power's non-regulated Midwest generation 

reporting unit includes nearly 4,000 MW of coal-fired generation 

capacity in Ohio dedicated to serve Ohio native load customers under 

the ESP through December 31, 2011. These assete, as excess 

capacity allows, also generate revenues through sales outelde the 

native load customer base, and such revenue is termed non-native. 

Additionally, this reporting unit has approximately 3,600 MW of 

gas-fired generation capacity in Ohio, Pennsylvania, Illinois and 

Indiana. The businesses within Commercial Power's non-regulated 

Midwest generation reporting unit operate in an unregulated environ

ment in Ohio. As a result, the operations within this reporting unit are 

subjected to competitive pressures that do not exist in any of Duke 

Energy's regulated jurisdictions. 

Commercial Power's other businesses, including the wind 

generation assete, are in a separate reporting unit for goodwill impair

ment testing purposes. No impairment existe with respect to 

Commercial Power's wind generation assete. 

The fair value ofthe non-regulated Midwest generation reporting 

unit is impacted by a multitude of factors, including current and 

forecasted customer demand, current and forecasted power.and 

commodity prices, impact of the economy on discount rates, valua

tion of peer companies, competition, and regulatoty and legislative 

developmente. Managements assumptions and views of these 

factors continually evolves, and such views and assumptions used in 

determining the step one fair value of the reporting unit in 2009 

changed slgnificantiy from those used in the 2008 annual, 

impairment test. These factors had a significant impact on the risk-

adjusted discount rate and other inpute used to value the 

non-regulated Midwest generation reporting unit. These factors 

slgnificantiy impacted management's valuation of the reporting unit, 

and consequentiy resulted in an approximate $371 million goodwill 

impairment charge In 2009. 

As noted above, for purposes of the step one analyses, 

determination ofthe reporting unite' fair values was based on a 

combination of the income approach, which estimates the fair value 

of Duke Energy's reporting unite based on discounted future cash 

fiows, and the market approach, which estimates the fair value of 

Duke Energy's reporting unite based on market comparables within 

the utility and energy industries. Key assumptions used in the income 

approach analyses for the U.S. Franchised Electric and Gas reporting 

unite 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. In 

estimating cash flows, Duke Energy incorporates expected growth 

rates, regulatory stability and ability to renew contracts, as well as 

other factors. Into ite revenue and expense forecasts. 

Estimated future cash fiows 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. In addition to the factors noted above for the 

Commercial Power non-regulated Midwest generation reporting unit, 

Duke Energy's internal business plan reflecte management's assump

tions related to customer usage and attrition based on internal data 

and economic data obtained from third party sources, as well as 

projected commodity pricing data. The business plan assumes the 

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

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

ted earnings/returns related to significant future capital investmente, 

continued recovery of cost of sen/ice and the renewal of certain . 

contracte. Management also makes assumptions regarding the run 

rate of operation, maintenance and general and administrative coste 

based on the expected outcome of the aforementioned evente. Should 

the actual outcome of some or all of these assumptions differ signific

antly from the current assumptions, revisions to current cash flow : 

assumptions could cause the fair value of Duke Energy's reporting 

unite to be signiflcantiy different in future periods. 

One of the most significant assumptions that Duke Energy 

utilizes in determining the fair value of Ite reporting unite 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 unite based on the weighted average cost of 

capital (WACC) for each individual reporting unit. The WACC takes 

into account both the cost of equity and pre-tax cost of debt. In calcu

lating the WACCs, Duke Energy considered Implied WACC's for 

certain peer companies in determining the appropriate WACC rates to 

use. As each reporting unit has a different risk profile based on the 

nature of ite operations, including factors such as regulation, the 

WACC for each reporting unit may differ. Accordingly, the WACCs 

were adjusted, as appropriate, to account for company speciflc risk 

premiums. For example, transmission and distribution reporting unite 

generally would have a lower company speciflc risk premium as they 

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

operating generation assete nor do they have significant construction 

risk or risk assxiated with potential future carbon legislation or 

carbon regulation. The discount rates used for calculating the fair. 

values as of August 3 1 , 2009 for each of Duke Energy's domestic 

reporting unite were commensurate with the risks associated with : 

each reporting unit and ranged from 6.0% to 9.0%. For Duke 

Energy's international operations, a base discount rate of 8.5% was 

used, with specific adders used for each separate jurisdiction in 

which International Energy operates to reflect the differing risk profiles 

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

the August 3 1 , 2009 goodwill impairment test for the international 

operations ranging from approximately 9.5% to 13.5%. 
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Another significant assumption that Duke Energy utilizes in 

determining the fair value of its reporting unite 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 of the U.S. Franchised Electric and Gas reporting 

unite, reflecting the median long-term inflation rate and the significant 

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

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

used in the valuation of the Commercial Power non-regulated 

Midwest generation reporting unit given the finite lives of the unregu

lated generation power plante and current absence of plans to 

reinvest in the unregulated generation assete. 

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 a future impairment charge to 

goodwill. 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. 

As discussed above, with the exception of the Commercial 

Power non-regulated Midwest generation reporting unit, the impair

ment teste as of August 31 , 2009 did not indicate that the fair value 

of any of Duke Energy's reporting unite were less than ite book value. 

For these reporting units, the estimated fair value of equity exceeded 

the carrying value of equity by over 15%, with the exception of 

U.S. Franchised Electric and Gas's Ohio T&D reporting unit. As of 

December 31 , 2009, the Ohio T&D reporting unit had a goodwill 

balance of approximately $700 million. Potential circumstances that 

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

reporting unit include additional declines in load volume forecaste, 

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

on investmente in SmartGrid technology, and the success of future 

rate case tilings. 

As an overall test of the reasonableness of the estimated fair 

values ofthe reporting unite, Duke Energy reconciled the combined 

fair value estimates of Ite reporting unite to ite market capitalization as 

of August 31 , 2009. 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 evente occur or circumstances change that would more 

likely than not reduce the fair value of a reporting unit below Ite 

carrying value. Subsequent to August 3 1 , 2009, management did 

not identify any indicators of potential Impairment that required an 

update to the annual impairment test. The majority of Duke Energy's 

business is in environmente that are eitiier fully or partially rate-

regulated. In such environments, revenue requiremente are adjusted 

periodically by regulators based on factors including levels of costs, 

sales volumes and coste of capital. Accordingly, Duke Energy's 

regulated utilities operate to some degree with a buffer from the direct 

effecte, positive or negative, of significant swings in market or 

economic conditions. Additionally, with respect to the Commercial 

Povver non-regulated Midwest generation reporting unit, the Ohio 

generation assets have begun to be negatively impacted by increased 

competition. However, the effecte of increased competition in Ohio 

were appropriately considered in the August 31 , 2009 valuation of 

the reporting unit, and subsequent to August 31 , 2009 management 

did not identify any indicators of potential impairment that required 

an update to the annual impairmenttest However, management will 

continue to monitor changes In the business, as well as overall 

market conditions and economic factors that could require additional 

impairment teste. . , 

Revenue Recognition 

Revenues on sales of electricity and gas are recognized when 

either the sen/ice is provided or the product is delivered. Operating 

revenues include unbilled electric and gas revenues earned when 

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

period. Unbilled retail revenues are estimated by applying an average 

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

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

Unbilled wholesale energy revenues are calculated by applying the 

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

ted MWh delivered but not yet billed. Unbilled wholesale demand 

revenues are calculated by applying the contractual rate per MW to 

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

revenues can vaty slgnificantiy from period to period as a result of 

numerous factors, including seasonality, weather, customer usage 

patterns and customer mix. Unbilled revenues, which are primarily 

recorded, as Receivables on the Consolidated Balance Sheete and 

exclude receivables sold to Cinergy Receivables Company, LLC 

(Cinergy Receivables), were approximately $460 million and 

$390 million at December 3 1 , 2009 and 2008, respectively. 

Additionally, Duke Energy Ohio, Duke Energy Kentucky and Duke 

Energy Indianasell, on a revolving basfe, nearly all of their retail 

accounte receivable and a portion of their wholesale accounte 

receivable and related collections to Cinergy Receivables, a 

bankruptcy remote, special purpose entity that is a wholly-owned 

limited liability company of Cinergy, a wholly-owned subsidiary of 

Duke Energy. The securitization transaction was structured to meet 

the criteria for sale accounting treatment under the accounting 

guidance for transfers and sen/icing of financial assete and, 

accordingly, the transfers of receivables are accounted for as sales. 

Receivables for unbilled retail and wholesale revenues of 

approximately $238 million and $266 million at December 3 1 , 

2009 and 2008, respectively, were included in the sales of accounte 

receivables to Cinergy Receivables. Effective Januaty 1, 2010, Duke 

Energy began consolidating Cinergy Receivables as a result ofthe 

adoption of new accounting rules, under which the criteria for sale 

accounting treatment is not met. 

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 ite consolidated financial statemente, management makes 

judgments regarding the future outcome of contingent evente and 

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

that a loss has occurred and the amount of the loss can be reasona

bly estimated. Management regulariy reviews current information 
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available to determine whether such accruals should be adjusted and 

whether new accruals are required. Estimating probable losses 

requires analysis of multiple forecaste and scenarios that ofl;en 

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. Amounte 

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 resulte of operations, financial position and 

cash fiows of Duke Energy. 

Duke Energy has experienced numerous claims for indemnifi

cation and medical cost reimbursement relating to damages for bodily 

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

in connection with construction and maintenance activities 

conducted by Duke Energy Carolinas on ite electric generation plants 

prior to 1985. 

Amounte recognized as asbestos-related reserves related to 

Duke Energy Carolinas in the Consolidated Balance Sheete totaled. •• ' 

approximately $980 million and $1,031 million as of December 31, . 

2009 and 2008, respectively, and are classified in Other within 

Deferred Credite and Other Liabilities and Other within Current 

Liabilities. These resen/es are based upon the minimum amount in 

Duke Energy's best estimate of the range of loss for current and future 

asbestos claims through 2027. Management believes that it is. 

possible there will be additional claims filed against Duke Energy .... 

Carolinas after 2027. In light of the uncertainties inherent in a longer-

term forecast, management does not believe that they can reasonably 

estimate the indemnity and medical coste that might be incurred after 

2027 related to such potential claims. Asbestos-related loss estimates 

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

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

and are subject to greater uncertainty as the projection period lengt

hens. 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 structured settlement 

transactions could also change the estimated liability. Given the 

uncertainties associated with projecting matters into the future and 

numerous other factors outeide our control, management believes 

that it is possible Duke Energy Carolinas may incur asbestos.liabilities 

in excess of the recorded resen/es. 

Duke 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 paymente began to exceed the 

self Insurance retention on Its insurance policy during the second, 

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

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

insurance policy limit for potential future insurance recoveries for 

indemnification and medical cost claim paymente fe $1,051 million 

iri excess of the self insured retention. Insurance recoveries of appro

ximately $984 million and $1,032 million related to thfe policy are 

classified in the Consolidated Balance Sheete in Other within 

Investmente and Other Assete and Receivables as of December 31 , 

2009 and 2008, respectively. Duke Energy is not aware of any 

uncertainties regarding the legal sufficiency of insurance claims. 

Management believes the insurance recovety asset is probable of 

recovety as the insurance carrier continues to have a strong financial 

strength rating. 

For further information, see Note 16 to the Consolidated 

Financial Statemente, "Commitmente and Contingencies." 

Accounting for Income Taxes 

Significant management judgment is required in determining 

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

liabilities and the valuation recorded against Duke Energy's net 

deferred tax assete, if any. 

Deferred tax assete and liabilities are recognized for the future 

tax.consequences attributable to differences betiA/een the book basis 

and tax basis of assete and liabilities. Deferred tax assete and liabiliti

es are measured using enacted tax rates expected to apply to taxable 

Income in the years in which those temporary differences are 

expected to be recovered or settled. The probability of realizing 

deferred tax assete is based on forecaste of future taxable income and 

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

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

valuation allowance may be recorded against certain deferred tax 

assete. 

In assessing the likelihood of realization of deferred tax assete, 

management considers estimates of the amount and character of 

future taxable income. Actual income taxes could vary from estimated 

amounte due to the Impacte of various items, including changes to 

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

resulte of operations in future periods, as well as resulte of audite 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 quarterly effective tax rate (ETR). ETR calculations are 

revised each quarter based on the best full year tax assumptions 

available at that time. Including, but not limited to, income levels, 

deductions and credite. In accordance with interim tax reporting 

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

the difference in tax expense computed based on the actual 

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

With the adoption of new income tax accounting guidance on 

January 1, 2007, Duke Energy began recording 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 fe met for a tax 

position and management believes that the position vyill be sustained 

upon examination by the taxing authorities. Duke Energy records the 

largest amount of the unrecognized tax benefit that is greater than 

50% likely of being realized upon settlement. Management evaluates 

each position based solely on the technical merlte and facte and 

circumstances of the position, assuming the position will be exami

ned by a taxing authority having full knowledge of all relevant 

information. Significant management judgment is required to 

determine whether the recognition threshold has been met and, if so, 

the appropriate amount of unrecognized tax benefits to be recorded in 
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the Consolidated Financial Statemente. Management reevaluates tax 

positions each period in which new information about recognition or 

measurement becomes available. 

Undistributed 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 fe not needed to fund the operations of 

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

or has plans to reinvest such earnings. While management currentiy 

plans to indefinitely reinvest all of International Energy's unremitted 

earnings, should circumstances change, Duke Energy may need to 

record additional income tax expense in the period in which such 

determination changes. 

For further information, see Note 6 to the Consolidated Financial 

Statemente, "Income Taxes." 

Pension and Other Post-Retirement Benefits 

The calculation of pension expense, other post-retirement 

benefit expense and pension and other post-retirement liabilities 

require the useof assumptions. Changes in these assumptions can 

result in different expense and reported liability amounte, and future 

actual experience can differ from the assumptions. Duke Energy 

believes that the most critical assumptions for pension and other 

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

plan assete 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 benefite. • ; 

Funding requiremente for defined benefit (DB) plans are 

determined by government regulations. Duke Energy made voluntary 

contributions to ite DB retirement plans of approximately $800 

million in 2009, zero in 2008 and $350 million in 2007. 

Additionally, during 2007, Duke Energy contributed approximately 

$62 million to ite other post-retirement benefit plans. 

Duke Energy Plans 

Duke Energy and ite subsidiaries (including legacy Cinergy 

businesses) maintain non-conttibutory defined benefit retirement 

plans (Plans). The Plans cover most U.S. employees using a cash 

balance formula. Under a cash balance formula, a plan participant 

accumulates a retirement benefit consisting of pay credite that are 

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

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

Certain legacy Cinergy employees are covered under plans that use a 

final average eamings formula. Under a finalaverage earnings 

formula, a plan participant accumulates a retirement benefit equal to 

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

tage 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-quaiified, non-contributory defined benefit retirement plans 

which cover certain executives. 

: Duke Energy and most of ite subsidiaries also provide some 

health care and life insurance benefite for retired employees on a 

contributory and non-contributory basis. Certain employees are 

eligible for these benefite if they have met age and sen/ice require

mente at retirement, as defined in the plans. 

Duke Energy recognized pre-tax qualified pension cost of 

$6 million in 2009. In 2010, Duke Energy's pre-tax qualified 

pension cost is expected to be approximately $30 million higher than 

in 2009 as a result of an Increase in net actuarial loss amortization in 

2010, primarily attributable to the effect of negative actual returns on 

assete from 2008. Duke Energy recognized pre-tax nonqualified 

pension cost of $13 million and pre-tax other post-retirement benefite 

cost of $34 million, in 2009. In 2010, pre-tax non-qualified pension 

cost and pre-tax other post-retirement benefite coste are expected to 

remain approximately the same as 2009. 

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

assumed that ite plan's assete would generate a long-term rate of 

return of 8.5% as of December 3 1 , 2009. The assete 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 assete, subject to a prudent level 

of portfolio risk, for the purpose of enhancing the securify of benefite 

for plan participante. The asset allocation target was set after conside

ring the investment objective and the risk profile with respect to the 

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

equities, debt securities, and real estate are held for diversification. 

Investmente within asset classes are to be diversified to achieve broad 

market participation and reduce the impact of individual managers or 

investmente. Duke Energy regulariy reviews Ite actual asset allocation 

and periodically rebalances ite investmente to ite targeted allocation 

when considered appropriate. Duke Energy also investe other post-

retirement assete in the Duke Energy Corporation Employee Benefits 

Trust (VEBA I) and the Duke Energy Corporation Post-Retirement . 

Medical Benefite Trust (VEBA II). The investment objective of the 

VEBAs is to achieve suflicient rettirns, subject to a prudent level of 

portfolio risk, for the purpose of promoting the security of plan 

benefite for participante. The VEBAs are passively managed. 

The expected long-term rate of return of 8.5% for the plan's 

assete was developed using a weighted average calculation of 

expected returns based primarily on future expected retums across 

asset classes considering the use of active asset managers. The 

weighted average returns expected by asset classes were 3.2% for 

U.S. equities, 2.0% for Non-U.S. equities, 1.0% for Global equities, 

2.0% for fixed income securities, and 0.3% for real estate.' 

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

retirement obligations using a rate of 5.50% as of December 31 , 

2009. Duke Energy determines the appropriate discount based on a 

yield cun/e approach. Underthe yield cun/e approach, expected 

fijture benefit paymente 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 fiows. 
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Future changes in plan asset returns, assumed discount rates and various other factors related to the participante 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 presente the approximate effect on Duke Energy's 2009 pre-tax pension expense, pension 

obligation and other post-benefit obligation if a 0.25% change in rates were to occun 

Qualified Pension Plans Other Post-Retirement Plans 

(in millions) -1-0.25% 

$(11) 
$ (2) 

(99) 

-0.25% 

$11 
$ 2 

99 

-FO.25% 

$ (1) 
$ (1) 

(17) 

-0.25% 

$ 1 
$ 1 

17 

Effect on 2009 pension expense (pre-tax) 
Expected long-term rate of return 
Discount rate 

Effect on benefit obligation, at December 31, 2009 Discount rate 

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

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

expectation of increases in prescription drug health care coste. As of December 3 1 , 2009, the medical care trend rates were 8.50%, which 

grades to 5.00% by 2019. As of December 31 , 2009, the prescription drug trend rate was 11.00%, which grades to 5.00% by 2024. The 

following table presente the approximate effect on Duke Energy's 2009 pre-tax other post-retirement expense and other post-benefit obligation if 

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

Other Post-Retirement Plans 

(in millions) -1-1.0% -1.0% 

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

$ 3 
38 

i (2) 
(34) 

For further information, see Note 20 to the (Consolidated Financial Statemente, "Employee Benefit Plans." 

LIQUIDITY AND CAPITAL RESOURCES 

Known Trends and Uncertainties 

At December 31 , 2009, Duke Energy had cash and cash 

equivalente of approximately $1.5 billion, of which approximately 

$600 million is held In foreign jurisdictions and is forecasted to be 

used to fund the operations of and investmente in International 

Energy. To fund Its liquidity and capital requiremente during 2010, 

Duke Energy will rely primarily upon cash flows from operations, 

borrowings, equity issuances to fund the dividend reinvestment plan 

(DRIP) and other Internal plans and ite existing cash and cash 

equivalents. The relatively stable operating cash flows of the 

U.S. Franchised Electric 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 financing, 

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

capital resource requiremente. 

Ultimate cash flows from operations are subject to a number of 

factors, including, but not limited to, regulatoty constrainte, economic 

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

Duke Energy projecte 2010 capital and investment expenditures 

of approximately $5.2 billion, primarily consisting of: 

• $4.2 billion at U.S. Franchised Electric and Gas 

• $0.6 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 

ite business for future success and will invest principally in ite 

strongest business sectors. Based on this goal, approximately 80% of 

total projected 2010 capital expenditures are allocated to the 

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

Electtic and Gas projected 2010 capital and investment expenditures 

include approximately $2.3 billion for system growth, $1.6 billion for 

maintenance and upgrades of existing plante and infrastructijre to 

serve load growth, approximately $0.2 billion of nuclear fuel and 

approximately $0.1 billion of environmental expenditures. 

With respect to the 2010 capital expenditure plan, Duke Energy 

has flexibility within ite $5.2 billion budget to defer or eliminate 

certain spending should the broad economy continue to deteriorate. 

Of the $5.2 billion budget, approximately $2.9 billion relates to 

projecte for which management has committed capital, including, but 

not limited to, the continued construction of Cliffside Unit 6 and the 

Edwardsport IGCC plant, and management intends to spend those, 

capital dollars in 2010 irrespective of broader economic factors. 

Approximately $2.1 billion of projected 2010 capital expenditures are 

expected to be used primarily for overall system maintenance, 

customer connections and corporate expenditures. Although these 

expenditijres 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 
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management has more flexibility in terms of when these dollars are 

actually spent. The remaining planned 2010 capital expenditures of 

approximately $0.2 billion are of a discretionary nature and relate to 

growth opportunities in which Duke Energy may invest, provided 

there are opportunities to meet return expectations. 

As a result of Duke Energy's significant commitment to 

modernize ite generating fleet through the construction of new unite, 

as well as ite focus on increasing its renewable energy portfolio, the 

ability to cost effectively manage the construction phase of current 

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

coste of construction within ite regulated operations. Should Duke 

Energy encounter signiflcant cost overruns above amounte approved 

by the various state commissions, and those amounte are disallowed 

for recovety in rates, future cash fiows and resulte of operations could 

be adversely impacted. 

Duke Energy anticipates ite debt to total capitalization ratio to 

remain at approximately 44% in 2010. In 2010, Duke Energy 

currentiy anticipates issuing additional net debt of approximately 

$1.7 billion at the operating subsidiaty level, primarily for the purpose 

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

projected 2010 capital expenditures, the timing and amount of debt 

issuances throughout 2010 could be influenced by changes in the 

timing of capital spending. Additionally, Duke Energy plans to 

generate approximately $400 million of cash from the issuance of 

common stock under ite DRIP and other internal plans. 

Duke Energy has access to unsecured revolving credit facilities, 

which are not restricted upon general market conditions, with 

aggregate bank commitmente of approximately $3.14 billion. At 

December 31, 2009, Duke Energy has available borrowing capacity 

of approximately $1.9 billion under thfe facilify. Management 

currently believes that amounte available under ite revolving credit 

facility are accessible should there be a need to generate additional 

short-term flnancing in 2010, such as the issuance of commercial 

paper; however,̂  due to the sustained downturn in overall economic 

conditions, specifically in the financial sen/ices sector, there is no 

guarantee that commitmente provided by financial institutions under 

the revolving credit facility will be-available if needed. Management 

expecte that cash fiows from operations, issuances of debt and cash 

generated from the issuance of common stock under the DRIP and 

other internal plans will be sufficient to cover the 2010 funding 

requiremente related to capital and investmente expenditures and 

dividend paymente. 

Duke Energy hionitors compliance with all debt covenante and 

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

of ite significant debt covenante during 2010. However, circumstances 

could arise that may alter that view. 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. 

Operating Cash Flows 

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

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

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

activities was driven primarily by; 

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

income increased during the year ended December 3 1 , 2009 

compared to the same period in 2008, and 

• Changes in traditional working capital amounte due to timing 

of cash receipte and cash paymente, principally a net increase 

in cash from taxes of approximately $740 million, partially 

offset by an increase In coal Inventory, partially offeet by 

• An approximate $800 million increase in confributions to 

company sponsored pension plans. 

Net cash provided by operating activities was $3,328 million in 

2008, compared to $3,208 million in 2007, an increase in cash 

provided of $120 million. The increase in cash provided by operating 

activities was driven primarily by: 

• An approximate $412 million decrease in contributions to 

Duke Energy's pension plan and other post retirehient benefit 

plans, partially offset by . 

• Net income of $1,362 million in 2008 compared to 

$1,500 million in 2007. 

Investing Cash Flows 

Net cash used in investing activities was $4,492 million in 

2009, $4,611 million in 2008, and $2,151 million in 2007. 

The primaty 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 

Yea rs Ended Decern ber 3 1 , 

2009 2008 2007 

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

Total consolidated 

$3,560 
688 
128 
181 

$4,557 

(in millions) 

$3,650 
870 
161 
241 

$4,922 

$2,613 
442 

74 
153 

$3,282 
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The decrease in cash used in investing activities in 2009 as 

compared to 2008 is primarily due to the following: 

•An approximate $365 million decrease in capital, investment 

and acquisition expenditures, due primarily to 2008 

acquisitions discussed below. 

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

• An approximate $125 million decrease in proceeds from 

available-for-sale securities, net of purchases, due to net 

purchases of approximately $25 million in 2009 compared to 

net proceeds of approximately $100 million in 2008, 

• An approximate $70 million decrease in net emission 

allowance activity, reflecting net purchases in 2009 compared 

to net sales in 2008, and 

• An approximate $30 million decrease in proceeds from asset 

sales. 

The increase in cash used in investing activities in 2008 as 

compared to 2007 fe primarily due to the following: . 

• An approximate $1,640 million increase in capital and 

investment expenditures, due primarily to capital expansion 

projecte, the acquisition of Catamount (approximately $245 

million) and the purchase of a portion of Saluda River Electric 

Cooperative (Saluda), Inc.'s ownership Interest In the Catawba 

Nuclear Station in 2008 (approximately $150 million), , 

• An approximate $875 million decrease in proceeds from 

available-for-sale securities, net of purchases, due to net 

proceeds of approximately $100 million in 2008 compared to 

net proceeds of approximately $975 million in 2007, 

primarily as a result of investing excess cash obtained from the 

issuances of debt during 2008 versus utilizing short-term 

investments as a source of cash in 2007, and 

• An approximate $60 million decrease in proceeds from asset 

sales. 

These increases in cash used were partially offset by the 

following: 

• An approximate $100 million increase in proceeds from the ., 

sale of emission allowances, net of purctiases. 

Financing Cash Flows and Liquidity 

Duke Energy's consolidated capital structure as of 

December 31 , 2009, including short-term debt, was 44% debt and 

56% common equity. The fixed charges coverage ratio, calculated 

using Securities and Exchange Commission (SEC) guidelines, was 

3.0 times for 2009, 3.4 times for 2008, and 3.7 times for 2007. 

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

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

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

following: 

• An approximate $475 million decrease due to the repayment 

of the Duke Energy Ohio creditfacility drawdown and i 

outetanding commercial paper, and 

• An approximate $80 million increase in dividends paid in 

2009., 

These decreases in cash provided were partially offset by: 

• An approximate $385 million increase in proceeds from the 

issuances of common stock primarily related to the DRIP and 

other Internal plans, and, 

• An approximate $210 million increase in proceeds from 

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

net issuances of approximately $2,875 million during 2009 

as compared to net issuances of approximately 

$2,665 million during 2008. 

Net cash provided by financing activities was $1,591 million in 

2008 compared to $1,327 million of cash used in 2007, an 

increase in cash provided of $2,918 million. The change was due 

primarily to the following: 

• An approximate $3,090 million increase in proceeds from 

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

net Issuances of approximately $2,665 million during 2008 

as compared to net repayments of approximately $425 million 

during 2007, 

• An approximate $400 million increase due to the distribution 

of cash in 2007 related to the spin-off of Spectra Energy, 

•An approximate $110 million increase due to paymente for • 

the redemption of convertible notes in 2007, and 

• An approximate $80 million increase in proceeds from the 

issuances of common stock primarily related to the DRIP and 

other internal plans. 

These increases were partially offeet by: 

• An approximate $690 million decrease in proceeds from 

issuances of notes payable and commercial paper, net of 

repaymente, and 

• An approximate $50 million increase in dividends paid in 

2008. 
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uiB îao jaauj o} >ioois uoaiaioo s;! p saiBqs sanssi ASiaug a>|na 

'800Z PSP^ -iB^A — saiyAipv Supueuij iueojuuSis 

'OI7O2 Jsqopo SujjniBiii uomiuj 09$ pus 6802 JaquJaoaQ SuuniBUJ 
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'0102 P F q 
;sj!; aq;-u| spuoq aSB3;jouj ;sj|; pus sa;ou jojuas p uoyyai 009$ P 

A;un;BUJ ;B }uaaiABdaj aq; Suipnpui 'sasodjnd a;BJodjoo jBjauaS puB 

sajn;ipuadxa |B;|dB0 pun; 0; pasn aq |||AA aouBnssi siq; ai04 spaaooJd 

•Ot'02 '91 AjBnjqaj ajn;Bai puB %oe'g P a;BJ }saja;ui paxi; 

B AiJBO qoiqAA 'spuoq aSBSyoai ;sji;;o }unoujB IBdpuud uoyyai ogz.$ 

panssi SBuyojBO ASjau3 a>|na '6002 JaqoiaAON u| 

•%I8'0 }B ;as sBAA a;Bj aiqBUBA 

|B];|U| aq i •a;BJ aiqBUBA B 0; a;BJ uodnoo paxi; aq; UJOJ; aouBnssi 

;qap S|q; uo ;saja;u| pa;jaAuoo ;Bq; ;uaujaaj8B dBAAs a;Bj ;saja;u! UB 

0}U| paja;u9 o|qo ASj9U3 9>|na 'aouBnssi ;qap sjq; q;!AA uoi;punfuoo 

u| •A;ypB; ;!pajo ja;sBaj s,Agjau3 a>|na japun SuiAAOJJoq s.oiqo A3jau3 

a>|na ABdaj 0; pasn ajaAA 'puBq uo qsBO q;!AA jaq}a8o; 'aouBnssi 

siq; UJ04 spaaooJd '8102 '91 ^unp OJRBUJ puB % o r 2 P 31EJ 

;saja;u! paxi; B AJJBO qoiqAA 'spuoq aSBgyouj JSJJ; p junooiB jBdpuud 

uoyyai og2$ panssi 0|qo A§jau3 a>|na '6002 JaqoiaoaQ U| 

•uoiiyuj ZZZ'1% ApiBUJixojddB ;o sjuaujABd puap|A|p ui 

pa;insaj qoiqAA 'i75'0$ SBAA >|OO;S UOOJOJOO ;O aiBqs jad puap|A|p |B;O; 

s,ASjau3 W^Q '6002 'I8J9C|LuaDaa papua jBaA aq; SuunQ 

'6002 U! uoyiioj 6 ig$ A|a;BUJ|xojddB ajaAA 'suo|;do >)oo;s 

;o saspjaxa aaAojduja Suipnpui 'suB|d ;!;auaq aaAo|daia jaq;o puB 

diac aq;o; pa;B|aj AiuBOJud '>|00}s uoaiaio3;o saousnssi ||B UJ04 

spaaoojd •suBid (>|)ioi7 Suipnpui 'suBjd |Buja;u| jaq;o puB diaa 

s;] japun suopgyqo yiyn; 0; >|Oo;s UOUJOIOO p sajBqs panssiun ;nq 

paz|J0q;nB §u|nss| usSaq A§jau3 a>]na '8002 P Ja^Bnb q;jno; aq; 

u| SuiuuSag •suo!;B8||qo aAfluaoui ujja;-3uo| pus ;i;auaq aaAo|daja 

u|B:pa3 ;aauj 0; >too;s UOUJUJOD S;! ;O sajBqs sanss| A§jau3 a>|na 

'600Z P3pu3 ./ea/ — sanjAjpv Supueujj tueoijiuSis 

iyvd 



19 M-OT WaOJ 600Z / NOIlVdOdaOD A9d3N3 3)100 

•sa;ou 

joiuas aiqi;jaAU03 aq;;o uoyyuj OT1$ A|a;BujixojddB passqojndaj 

ASjau3 a>|na 'Z002 '*>B|AI U| •;saja;u| panjooB sn|d ;unoujB iBdpuud 

aq;;o %00T o; isnba aoud B ;B §u|puB;s;no uaq; aouBiBq aq; 

aseqojndaj o; ̂ jau3 a>|na paJ|nbaj sa;ou jomas a|qi;jaAU03 Agjau3 

a>|na aq;;o siappq 9q;;o ||B A||B!;uB;sqns '/;002 '91 '̂ B|AI UQ 

•sasodind a;BJOdJOD jBiauaS JO; pasn SBAA japuiBaiaj aq i •AAopq 

passnosip ;qap a|q!;jaAU03 ;o uo]|||UJ o i 1$ A|a}BUJ|xojddB pus '^002 

'08 yjdv uo 2202 9np sa}0N JO|uas A|ja;jBno pajnsui %9^9 uoyyuj 

6172$ Su|puB;s;no aq; ABdaJ o; panssi SBAA ;Bq; jadBd ispjaujujoo 

ujaapaj o; pasn ajaAA aouBnssi aq; 0104 spaaoojd ;au aqi •Z802 

' I aunpanp sa;ou pajnoasun joiuas %oi '9P;unoaiB iBdpuud 

uoyiiai 009$ panssi SBuyoJBO ̂ jau3 a>ina 'Z002 sunp u| 

•SUOI;B;S ujBa;s 

uayv puB >|aaJO SAAapg aq;;B sajn;ipuadxa |B;!dBO |B;uaaiuoj|Aua aq; 

io uoiiuod B punj o; Aoua§v aouBuij sa!;i|pB:j leiidBO BUIIOJEQ qyoN 

aq; qSnojq; panssi BJBAA spuoq aqi •%g9^8 }B ;as SBAA a;BJ ;saja;u! 

IBftiui aq i 0̂1702 P A;!Jn;BUJ (Buy B jsaq puB sAsp g8 AiaAa ssaoojd 

uo|}DnB UB o;;oafqns 'sanjjnoas a;Bj uo!;3nB pajnsui SB pajn;Dnj;s 

ajB spuoq aqi •spuoq a;BJ-§u|;BO|; ;dujaxa-xB; u| uoyyai 00 I$ 

panssi SBuyojBQ A3jau3 a>]na 'Z002 JaqujaAON U| 

•oiqo u| 

SUOI;B;S uoi;Bjauag ua|||>i puB ;jBn;s 'ayiAsauoQ aq; ;B sajn;ipuadxa 

|B;|dB3 |B;uaaiuojiAua aq; ;o uojiijod B pun; 0; A;!Joq;nv ;uauJdoiaAaa 

A;!|Bno Jiv oiqQ aq; qSnojq; panssi ajaAA spuoq aqi •%g8'l7 

;B ;as SBAA a;BJ ;saja;u| |B|;|U| aq i • it702 P A;iJn;BUj |BU|; B JBaq puB 

SABP g8 AjaAa ssaoojd uoi;onB UB 0; ;3afqns 'sa^unoas a;BJ uoi;onB 

pajnsui SB pajn;3nj;s BJB spuoq aq i •spuoq a;BJ-Sui;BO|; ;dujaxa-xB; 

Ul uoiiyai oi7l$ panssi o|qo ASjau3 a>|na '/.002 JaqaiaoaQ u| 

•uoyyai 680 ' I$ A|a;Bai|xojddB;o S}uaaiABd puapiAip u| 

pa;|nsaj qoiqAA '98^0$ SBAA >|3O;S UOOJOIOO ;O ajsqs jad puapiAip |B;O; 

s,A§jau3 a>ina ' /002 ' ! £ JsqaiaoaQ papua JBaA aq;SuunQ 

'Z.002 u! uoyyai og$ A|a;BUJ|xojddB 

ajaAA 'suoi;do >|oo;s ;o saspjaxa aaAojdoia Sujpnpui 'suB|d 

;uau9q aaAo|duja o; pa;B|aj AiuBOJud '>joo;s UOUJUJOO p saouBnss| yB 

0104 sp9930Jd •suoi;BS||qo aA|;uaou| aua;-Suo| puB ;ipuaq aaAo|duja 

u|Byao ;99UJ 0; >)3o;s UOUJUJOO S;I ;O sajBqs sanssi A3jau3 a>|nQ 

lOOZ P^PU3 •I'̂ ^A — sa/i/A/pt/ Suioueuij lueoijiuSis 

•;qap aq; ;o 9;y 9q; jaAO asuadX3 ;s9J9;u| 

p ;u9uoduj03 B SB p9zi;joujB Supq si puB sso"| aA|su9qajdai03 

jaq;0 pa;B|nujn33V p }uauodai03 B SB papjooaj SBAA ;unoaiB sjqi 

•UOIIIIOI 81$ A|a;Bai!xojddB p sso| XB;-ajd 2 SBAA ';qap a;BJ pax|;9q; 

;o aouBnssi 0; joud pa;BU|UJja; ajaAA qo]qAA 'sdBAAS a;BJ }saj9;u| 9S9q; 

;o an|BA aqi •aaii; ;Bq; ;B sa;BJ ;saja;u| }a>|JBai aq; u] >|30| 0; /.002 

Ul sdBAAS a;BJ ;saja;u! ;o sauas B pa}noaxa SBuyojBO ASjau3 a>ina 

'aouenssi }qap s!q;;o uo|;Bdp!;uB u| •jadBd |Bpjaujujoo p ;uaujABdaj 

aq; Suipnpui 'sasodjnd a;BJodJ03 iBjauaS JO; pus sajn;!puadxa |B;|dBO 

pun; 0; pasn ajaAA aouBnssi sq; 0104 spaaooJd •.8£02 ' g i AJBOUBP 

ajn}Baj puB %00'9 P 91BJ ;saja;u| paxi; B AJJBO uoyyuj 009$ pue 

8102 ' g i AiBnuBf ajn;BUJ puB %g2^g ;o a;BJ ;saja}U| paxi; B AJJBO 

uoyym ooi7$ qoiqAA ;o 'spuoq aSBSiyoaj ;SJ!1 ;O ;unoaiB iBdpuud 

uoyyuj 006$ P&nssi sBuyojBQ ASJ9U3 9>|nQ '8002 AiBnuBf u| 

•sisBq A|>|a9AA 6 uo ;asaj aq |||AA 

qojqAA % g r 2 ;o 9;BJ }saja;u| |B|;|U! UB psq '0I7O2 ' I JsquJSAON anp 

ajB qoiqAA 'spuoq puBoiap 9;BJ-a|qB|JBA aqi •;!paJ3;o lanaj ABd-;3aj|p 
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o)(̂ )S|BJĴ ;̂ p jaA|y Bpn|BS/uonE;s oJBajs uayv 

(q)SaouBAAO||B uoiss|UJ3 asBqojnd o; S;3BJ;UO3 PJEAAJOJ 

, (p)S|ejja;3p ;so3 ouojg 

(j)(ii)S|EjJ3;3p jaq;o pus s;soo a8paH 

MS;SOO (Qiy) UOI;BZ!UE8JO UOISS|OISUBJI puoSay 

(n)a)S;soo |an;;o AiaAooaj-japupi 

(P)(o)asu3dxa 8ui;Ejado psjja;ap pus sjsoo 3U|AJJBO soiAjas-ui-jsod 

(ajjEnjooB uoneoEA 

(D)asu3dx3 ;qap pajj3;aa 

(p)S;soo ;noAnq ;u3Ujaaj8B s33|Ajas uonBomsBO 

(p)S38jEqo uonisuBj; Ajo;B|nSay 

(P)S;3ssB j i Q N PUE s;soo o y v 

(p>;uaoiaJ!;aj ;sod puB uoisuad psnjoov 

(O)S3XE; 3UJ00U1 0; P3;B|3J ;assB Ajo;E|n§aj ; 3 N 

(ejStassv AJo;e|n3aij 

,s)Spu3 pouad 

pun;aa/AiaA03ay 

8002 6002 (suoyyoi u|) 

' xe JaqoiaoaQ ;osv 

:s3!)!i!qen pue s)3ssv Ajo)e|n33y S,A3J9U3 9)|na 

•UO|;BUJJO;U! jaq; jn; Jo; x a;oN 908 •sannua pa;B|n3aj-uou Jo; dVVO J9pun papjooaj aq ;ou pinoAA 

;Bq; ssaoojd Su|>|BOja;Bj pa;B|n8aj aq; OJOJ; ;insaj ;Bq; saninqsy puE s;asss pjooaj sassaupnq asaq; 'A|8uipjooDv •;uaoi;saj; Sununooos Aio;B|n3aj 

A|ddB suonsjado s^aAAOj |Bpjaoiuj03 ;o suoi^iod u|E;jao puB suonsjado ,SBO pus o|j;oa|3 pas|qouBJ3 •s 'n }o A;|jofEUj pi;us;sqns a q i 

-sojtfijqen pue sjassv Aio^einSay 

sy3iiviAi Aaoi\nn93y t-

(panujiuoo) - s)uauua}e;§ lepueuy pa^epnosuoo o; sapN 
NOIiVdOddOO AOd3N3 3)ina 

lyvd 



176 >|-0t WyOJ 6002 / NOIiVdOddOD A0d3N3 3)100 

' 0 1 0 2 ' I AJEnuEfuo 

pa;uguja|duj| pus aAnoa;;a ajaAA sa;sj AAau aqi '6002 'Z JaqoiaoaQ 

pa;sp japjo Aq yn; u| ;uaojaaj8s ;uaoiainas aq; paAOJdds onON 

9M1 '2102 UBq; jauoos ou ;oaj;a Su!>|6; sa;BJ o; saSuBqo Aus q;!AA 

1102 9Jo;aq asso g;BJ jaq;ouB am o; ;ou paajSs SBuyojB3 ASjau3 

OMHQ 'AyBuonippv •;qap oija;-3uo| %g^zi7 pus A;!nba %g^2g ;o 

ajmonjp |s;|dBO s pus Aynba uo ujn;aj %Z'OI ̂  papnpui ;uaoja|Bas 

pasodojd aq i •oua;-JBau aq; u| %z A|g;soj!xojdd6 ;o asBgjoui UB O; 

syiq jaojo;sno o; ;osduj| |s;o; aq; JBAAOJ qo|qAA ajaojo;sno o; saninqsy 

Aio;s|nSaj uis:|jao;o ujn;aj pa;Bja|ao3B aq; (n) pus '1102 ' I AiBnuBf 

li;un ;oafojd uonsziujapooi ap!Sj;||3 aq; o; pa;s|aj s;soo Supusuij 

;o uonoayoo aq; ui Aspp jsaA-auo s (|) JO; sapiAojd ;uaujaajSB 

• aq; 'sjaoio;sno uo asBajoui aq; ;o ;oEduJ! aq; a;e3!;!UJ o; japjo 

u| '0102 ' I AisnusrSu|uu|8aq pouad jsaA-OAA; 6 jaAO AyjEoiud u| 

passqd (%8 A|a;BOJ]xojdds JO) uoyyoi g i 8 $ P assajoui a;BJ assq B 

apnpui ;uaojaajSB aq;;o soua; aq i '5002 '22 J9qo;oo uo ;uaujainas 

gq; paupf sjaoio;sn3 |B|j;snpui Sunuasajdaj suonBZ]UBSjo OAAI •;;B;S 
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PART 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

The following table shows the amount of the gains and losses 

recognized on derivative instruments designated and qualifying as 

cash flow hedges by type of derivative contract during the year ended 

December 31 , 2009 and the financial statement line items in which 

such gains and losses are included. 

Cash Flow Hedges — Location and Amount of Pre-Tax Losses 

Recognized in Comprehensive Income 

Year Ended 
DecemberSl, 

(in millions) ' 2009 

Location of Pre-Tax Losses Reclassified from AOCI 
into Earnings'̂ ' 

Commodity contracts 
Revenue, non-regulated electric, natural gas and other $(13) 
Fuel used in electric generation and purchased 

pov(/er-non-regulated (10) 
Interest rate contracts 
Interest expense , (5) 

Total Pre-Tax Losses Reclassified from AOCI into 
Earnings $(28) 

(a) Represente the gains and losses oh cash flow hedges previously recorded In AOCI 
during the term of the hedging relationship and reclassified into eamings during the 
current period. 

The effective portion of gains or losses on cash flow hedges that 

were recognized in AOCI during the year ended DecemberSl, 2009 

was insignificant. In addition, there were no losses due to hedge 

ineffectiveness during the year ended December 31 , 2009. No gains 

or losses have been excluded from the assessment of hedge 

effectiveness. As of December 3 1 , 2009, an insignificant amount of 

pre-tax deferred net gains on derivative instruments related to 

commodity and interest rate cash flow hedges accumulated on the 

Consolidated Balance Sheets in AOCI are expected to be recognized 

in earnings during the next 12 months as the hedged transactions 

occur. 

The following table shows the amount of the pre-tax gains and 

losses recognized on undesignated hedges by type of derivative 

instrument during the year ended December 31 , 2009 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 

(in millions) 

Year Ended 
DecemberSl, 

2009 

Location of Pre-Tax Gains Recognized in Eamings 
Commodity contracts 
Revenue, regulated electric $ 1 
Revenue, non-regulated electric, natural gas and other 1 
Fuel used in electric generation and purchased 

power-non-regulated 10 
Interest rate contracts 
Interest expense 1 

Total Pre-Tax Gains Recognized in Earnings $13 

Location of Pre-Tax Gains (Losses) Recognized as 
Regulatory Assets or Liabilities 

Commodity contracts 
Regulatory Asset $(48) 
Regulatory Liability 3 
Interest rate contracts 
Regulatory Asset 1 

Total Pre-Tax Losses Recognized as Regulatory Assets 
or Liabilities $(44) 

Credit Risk 

Duke Energy's principal customers for power and natural gas 

marketing and transportation sen/ices are industrial end-users, 

marketers, local distribution companies and utilities located 

throughout the U.S. and Latin America. Duke Energy has 

concentrations of receivables from natural gas and electric utilities 

and their affiliates, as well as industrial customers and 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. 
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Duke Energy's industty has historically operated under •. 

negotiated credit lines for physical delivety contracts. Duke Energy., 

frequently uses master collateral agreements to mitigate certain credit 

exposures, primarily 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. .;; 

Duke Energy 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 regulatoty or contractual terms and conditions 

applicable to each transaction. 

Certain of Duke Energy'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'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 

aggregate fair value of assets that are already posted as collateral 

under such derivative instruments at the end of the reporting period, 

and the aggregate fair value of additional assets that would be 

required to be transferred in the event that credit-risk-related 

contingent featurfe were triggered at December 31 , 2009. . . 

Information Regarding Derivative Instruments that Contain Credit-

risk Related Contingent Features 

(in millions) 
DecemberSl, 

2009 

Aggregate Fair Value Amounts of Derivative Instruments 
in a Net Liability Position $208 

Collateral Already Posted $130 
Additional Cash Collateral or Letters of Credit in the 

Event Credit-risk-related Contingent Features were 
Triggered at the End of the Reporting Period $ 6 

Netting of Cash Collateral and Derivative Assets and Uabilities 

Under l\4aster Netting Arrangements. 

Duke Energy offsets fair value amounts (or amounts that.. 

approximate fair value) recognized on its 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 , 2009 and 2008, Duke Energy had 

receivables related to the right to reclaim cash collateral of 

approximately $112 million and $86 million, respectively, and had 

payables related to obligations to return cash collateral of insignificant 

amounts that have been offset against net derivative positions in the 

Consolidated Balance Sheets. Duke Energy had collateralreceivables 

of approximatety $19 million and $64 million under master netting 

arrangements that have not been offset against net derivative 

positions at December 31 , 2009 and 2008, respectively. Duke 

Energy had insignificant cash collateral payables under master netting 

arrangements that have not been offsetagainst net derivative 

positions at December 31 , 2009 and 2008. 

See Note 9 for additional Information on fair value disclosures 

related to derivatives. 

9. FAIR VALUE OF FINANCIAL ASSETS AND 
LIABILITIES 

On January 1, 2008, Duke Energy adopted the new fair value 

disclosure requirements for financial instruments and non-financial 

derivatives. On January 1, 2009, Duke Energy adopted the new fair 

value disclosure requirements for non-financial assets and liabilities 

measured at fair value on a non-recurring basis. Duke Energy did not 

record any cumulative effect adjustment to retained earnings as a 

result of the adoption of the new fair value standards. 

The accounting 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 bethe 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 assetsor 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 occur with sufficient 

frequency and volume to provide ongoing pricing information. 

Duke Energy does not adjust quoted market prices on Level 1 

for any blockage factor. 
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Level 2 — a fair value measurement utilizing inputs other than 

a quoted market price that are obsen/able, 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 cun/es and yield cun/es observable at 

commonly quoted inten/als, volatilities, credit risk and default 

rates. A level 2 measurement cannot have more than an Insigni

ficant portion ofthe valuation based on unobsen/able inputs. 

Level 3 — any fair value measurements which include 

unobsen/able inputs for the asset or liability for more than an 

insignificant port:ion of the valuation. A level 3 measurement 

may be based primarily on level 2 Inputs. 

The fair value accounting guidance for financial instruments, 

which was effective for Duke Energy as of Januaty 1, 2008, permits 

entities to elect to measure many financial instruments and certain 

other items at fair value that are not required to be accounted for at : 

fair value under existing GAAP. Duke Energy does not currently have 

any financial assets or financial liabilities that are not required to be 

accounted for at fair value under GAAP for which it elected to use the 

option to record at fair value. However, in the future, Duke Energy , 

may elect to measure certain financial Instruments at fair value in 

accordance with this accounting guidance. 

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 , 2009 

and 2008. Derivative amounts in the table below exclude cash 

collateral amounts which are disclosed in Note 8, 

(in millions) 

Total Fair Value 
Amounts at 

DecemberSl, 
2009 

$ 198 
1,156 

609 
66 

258 
120 

Level 1 

$ — 
1,155 

36 
60^ 
32 

.,' , L-. 

Level 2 

$ -
— 

573 
• 6 

226 
24 

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'a"w 
Derivative assetste' 

$.198 

95 

Total Assets 
Derivative liabilities** 

$2,407 
(217) 

$1,285 
,,(112) 

$829 
{35)-

$293 
(70) 

Nef Assets $2,190 $1,173 $794 $223 

(a) Included in other within Investments and Other Assets on the Consolidated Balance Sheets. • , • , • • • 
(b) See Note 10 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. See Note 8 for additional Information regarding derivatives. 
(d) Included In Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. See Note 8 for additional information regarding ' 

derivatives. 

(in millions) 

Total Fair Value 
Amounts at 

DecemberSl, 

2008 

$ 224 
831 
605 

80 
234 
251 

Level 1 

$ -
831 

22 
49 
25 
9 

Level 2 

$ • -

— 
' 583 

. -31 
' 2 0 9 

70 

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 avajiable-for-sale equity securities'''"'̂ ' 
Other long-term trading and available-for-sale debt securities'i""' 

— $224 

Derivative assets''" 

Total Assets 
Derivative liabilities'^' 

Net Assets 

251 

$2,225 
(341) 

$1,884 

9 

$936 
(88). 

$848 

70 

$893 
(115) 

$778 

- 172 

$396 
(138) 

$258 

(a) Approximately $173 million of auction rate securities are included in Other within Investments and Other Assets and approximately $51 million are classified as Short-Term Investments 
within Current Assets on the Consolidated Balance Sheets. 

(b) See.Note,10 for additional Information related to investments by major security type. 
(c) Includeifln Other within investments and Other Assets on the Consolidated,Balance Sheets. •• . 
(d) Included in Other within Current Assets and Other within Investments and Other /Assets on the Consolidated Balance Sheets. 
(e) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated' Balance Sheets. 
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The following table provides a reconciliation of beginning and ending balances of assets and liabiHties measured at fair value on a recurring 

basis where the determination of fair value includes significant unobsen/able Inpute (Level 3): 

Rollforward of Level 3 Measurements 

(in millions) 

Available-for-Sale 
Auction Rate 

Securities 
Derivatives 

(net) 

$224 

Total 

$ 34 $ 258 
Year Ended December 31, 2009 
Balance at January 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 settlements 
Total losses included on balance sheet as regulatory asset or liability or as non-current liability 

— 
— 

(10) 
(16) 
— 

(5) 
16 

1 
(7) 

(14) 

(5) 
16 
(9) 

(23) 
(14) 

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, 2009: 

Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 

$(14) 
(12) 

$ (14) 
(12) 

Total $(26) $ (26) 

$ 15 $ 8 $ 23 
285 — 285 

Year Ended December 31, 2008 
Balance at Januaty 1, 2008 

Transfers in to Level 3 
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 
Other income and expense, net 

Total pre-tax losses included in other comprehensive income 
Net purchases, sales, issuances and settlements 
Total gains included on balance sheet as regulatory asset or liability or as non-current liability 

— 
— 
(3) 

(43) 
(30) 
— 

(11) 
96 
— 
(1) 

(84) 
26 

(11) 
96 
(3) 

(44) 
(114) 

26 

Balance at December 31, 2008 $224 $ 34 $ 258 

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

Revenue, non-regulated electric, natural gas, and other $ — 
Fuel used in electric generation and purchased power-non-regulated — 
Other income and expense, net (3) 

$ (3) $ (3) 
30 30 
— (3) 

Total (3) $ 27 $ 24 

Valuation methods of the primary fair value measuremente 

disclosed above are as follows; 

Investments in equity securities: 

Investments in equity securities are typically valued at the 

closing price in the principal active market as of the last business day 

of the quarter. Principal active 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 effect at the close of the principal active market. 

Duke Energy has not adjusted prices to reflect for after-hours market 

activity. The majority of Duke Energy's investments in equity 

securities are valued using Level 1 measuremente. 

Investments in available-for-sale auction rate securities: 

At December 31,2009 and 2008, Duke Energy has 

, approximately $251 million par value (approximately $198 million 

fair value) and approximately $270 million par value (approximately 

$224 million fair value), respectively, of auction rate securities for 

which an active market does not currently exist. The majority of these 

auction rate securities are AAA rated student loan securities for which 

substantially all the values are ultimately backed by the U.S. 

government. All of these securities were valued as of December 31 , 

2009 and 2008 using measuremente appropriate for Level 3 

investmente. The methods and significant assumptions used to 

determine the fair values of Duke Energy's investment in auction rate 

debt securities represented a combination of broker-provided 

quotations and estimations of fair value using validation of such 
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quotations through internal discounted cash flow models which 

incorporated primarily Duke Energy's own assumptions as to the term 

over which such investmente 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 inpute are not 

available to determine present value of such cash flows. In preparing 

the valuations, all significant value drivers were considered, including 

the underlying collateral. 

See Note 10 for a discussion of other-than-temporaty 

impairmente associated with investmente in auction rate debt 

securities during the year ended December 3 1 , 2008. 

The fair value of cash and cash equivalente, accounte and notes 

receivable; accounte payable and commercial paper are not mate

rially different from their carrying amounte because ofthe short-term 

nature of these instrumente and/or because the stated rates 

approximate mari<et rates. 

See Note 11 for a discussion of non-recurring fair value meas

uremente related to goodwill and other long-lived assets for which 

impairment charges were recorded during the third quarter of 2009. 

See Note 20 for disclosure of fair value measuremente for 

investmente that support: Duke Energy's qualified, non-qualified and 

other post-retirement benefit plans. 

Investments in debt securities: 

Most debt investmente are valued based on a calculation using 

interest rate cun/es and credit spreads applied to the terms of the debt 

instalment (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 fonward price and is adjusted for 

liquidity (bid-ask spread), credit or non-performance risk (after 

reflecting credit enhancemente such as collateral) and discounted to 

present value. The primary difference between a Level 2 and a Level 

3 measurement has to do with the level of activity in fon/vard markete 

for the commodity. If the market is relatively inactive, the 

measurement is deemed to be a Level 3 measurement. Some 

commodity derivatives are New York Mercantile Exchange (NYMEX) 

contracte, which Duke Energy classifies as Level 1 measuremente. 

Additional fair value disclosures. 

The fair value of financial instrumente, excluding financial assete 

and certain financial liabilities included In the scope of the accounting 

guidance for fair value measuremente disclosed in the tables above, 

is summarized in the following table. Judgment is required in 

interpreting market data to develop the estimates of fair value. 

Accordingly, the estimates determined as of December 3 1 , 2009 and . 

2008 are not necessarily indicative of the amounte Duke Energy 

could have realized in current markete. 

Asof DecemberSl, 

2009 2008 

(in millions) 
Book Approximate Book Approximate 

Value Fair Value Value Fair Value 

Long-term debt, 
including current , 
maturities $17,015 $16,899 $13,896 $13,981 

10. INVESTMENTS IN DEBT AND EQUITY SECURITIES 

Duke Energy classifies ite investmente in debt and equity 

securities into two categories — trading and available-for-sale. 

Investmente in debt and equity securities held In grantor truste 

associated with certain deferred compensation plans are classified as 

trading securities and are reported at fair value in the Consolidated 

Balance Sheete with net realized and unrealized gains and losses 

included in earnings each period. All other investmente in debt and 

equity securities are classified as available-for-sale securities, which 

are also reported at fair value on the Ctonsolidated Balance Sheete 

with unrealized gains and losses excluded from earnings and reported 

either as a regulatory asset or liability, as discussed further below, or 

as a component of other comprehensive income until realized. 

Duke Energy's available-for-sale securities are primarily 

comprised of Investmente held in the NDTF, investmente in a grantor 

trust at Duke Energy Indiana related to other post-retirement benefit 

plans as required by the IURC, the captive insurance investment 

portfolio and investmente in auction rate debt securities. The 

investmente within the NDTF and Duke Energy Indiana's grantor trust 

are managed by independent investment managers with discretion to 

buy, sell and invest pursuant to the objectives set fori:h by the trust 

agreemente. Therefore, Duke Energy has limited oversight of the 

day-to-day management of these investmente. Since day-to-day 

investment decisions, including buy and sell decisions, are made by 

the investment manager, the ability to hold investmente in unrealized 

loss positions is outeide the control of Duke Energy. Accordingly, all 

unrealized losses associated with equity securities within the NDTF 

and Duke Energy Indiana's grantor trust are considered other-than-

temporary and are recognized immediately when the fair value of 

individual investmente is less than the cost basis of the investmenL 

Pursuantto regulatory accounting, substantially all unrealized losses 

associated with investmente in debt and equity securities within the 

NDTF and Duke Energy Indiana's grantor trust are deferred as a 

regulatory asset, thus there is no immediate impact on the earnings 

of Duke Energy as a result of any other-than-temporaty impairmente 

that would otherwise be required to be recognized in earnings. For 

investmente in debt and equity securities held in the captive 

insurance portfolio and investmente in auction rate debt securities, 

unrealized gains and losses are Included in other comprehensive 
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income until realized, unless it is determined that 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 outeide of the NDTF and Duke 

Energy Indiana grantor tnJst, 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-temporaty 

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 

managements intent and ability to retain ite 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-

temporaty, the investment is written down to ite fair value through a 

charge to earnings. 

With respect to investmente in debt securities, during the first 

quarter of 2009, Duke Energy adopted the modified other-than-

temporaty impairment accounting guidance issued by the FASB, 

which changed the other-than-temporary impairment guidance 

related to investmente in debt securities. Under this modified other-

than-temporaty impairment guidance, if the entity does not have an 

intent to sell the security and it is not more likely than not that 

management will be required to sell the debt security before the 

recovety of ite 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 existe. In 

determining whether a credit loss existe, management considers, 

among other things, the length of time and the extent to which the 

fair value has been less than the amortized cost basis, changes in the 

financial condition of the issuer of the security, or in the case of an 

asset backed security, the financial condition of the underlying loan 

obligors, consideration of underiying collateral and guarantees of 

amounte by government entities, ability of the issuer of the security to 

make scheduled Interest or principal paymente and any changes to 

the rating of the security by rating agencies. If it is determined that a 

credit loss existe, the amount of impairment write-down to fair value 

would be split between the credit loss, which would be recognized In 

earnings, and the amount attributable to all other factors, which 

would be recognized in other comprehensive income. The adoption 

of the modified other-than-temporaty impairment guidance primarity 

impacte Duke Energy's investmente in auction rate debt securities 

and the investmente held in the captive insurance portfolio since, as 

discussed above, the debt securities held in the NDTF and Duke 

Energy Indiana's grantor trust receive regulatoty deferral treatment of 

all unrealized losses including other-than-temporary impairmente. 

Since management believes, based on consideration of the criteria 

above, that no credit loss existe as of December 3 1 , 2009 and 

management does not have the intent to sell ite investmente in 

auction rate debt securities and the investmente in debt securities 

within ite captive insurance portfolio, and it is not more likely than not 

that management will be required to sell these securities before the 

anticipated recovety of their cost basis, management concluded that 

there were no other-than-temporary Impairmente necessary as of 

December 3 1 , 2009. Accordingly, all changes in the market value of 

investmente in auction rate debt securities and captive insurance 

investmente were reflected as a component of other comprehensive 

income in 2009. However, during the year ended December 31 , 

2008, Duke Energy recorded a pre-tax impairment charge to 

earnings of approximately $13 million related to the credit risk of 

certain investmente including auction rate debt securities. The 

remaining changes in fair value of Investmente in auction rate debt 

securities and captive insurance investmente in 2008 were 

considered temporaty and were reflected as a component of other 

comprehensive income. See Note 9 for additional information related 

to fair value measuremente for investmente in auction rate debt 

securities that were not part of ite NDTF or captive insurance 

portfolio. 

Management will continue to monitor the carrying value of ite 

entire portfolio of investmente in the future to determine if any 

additional other-than-temporary impairment losses should be recorded. 

Investmente in debt and equity securities are classified as either 

short-term investmente or long-term investmente based on 

management's Intent and ability to sell these securities, taking into 

consideration illiquidity factors in the current markete with respect to 

certain short;-term investmente that have historically provided for a 

high degree of liquidity, such as investments in auction rate debt 

securities. 

Short-term investments. 

At December 3 1 , 2008, Duke Energy had approximately 

$51 million carrying value (approximately $55 million parvalue) of 

short-term investmente. The balance at December 3 1 , 2008 

consisted of investmente in auction rate debt securities that either had 

a stated maturity within the next 12 months or Duke Energy believed 

the investmente were reasonably expected to be refunded within the 

next 12 months based on notification of a refunding plan bythe 

issuer. At December 3 1 , 2008, management believed that 

approximately $49 million par value of investmente in auction rate 

debt securities were reasonably expected to be refunded within the 

next 12 months based on notification of refunding by the issuer. 

However, due to an ongoing delay in that refunding plan, Duke 

Energy reclassified these securities to long-tenn investmente in the 

second quart:er of 2009. Duke Energy continues to hold these 

securities at December 3 1 , 2009. The remaining balance of 

investmente in auction rate debt securities at December 31 , 2008 

were included in long-term Investmente and are discussed below. 

During the year ended December 31 , 2009 there were no purchases 

or sales of short:-term Investmente. During the years ended 

DecemberSl, 2008 and 2007, Duke Energy purchased short-term 

investmente of approximately $4,277 million and $21,661 million, 

respectively. During the years ended December 3 1 , 2008 and 2007, 
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Duke Energy received proceeds on sales of approximately 

$4,424 million and $22,685 million, respectively. 

Long- term investments. 

Duke Energy classifies ite investmente in debt and equity 

securities held in the NDTF (see Note 7 for further information). In 

the Duke Energy Indiana grantor trust and the captive insurance 

investment portfolio as long-term. Additionally, approximatety 

$198 million carrying value (approximately $251 million parvalue) 

and approximately $173 million carrying value (approximately 

$215 million par value) of investmente in auction rate debt securities 

have been classified as long-term at December 3 1 , 2009 and 2008, 

respectively, due to market Illiquidity factors as a result of continued 

failed auctions. All of these investmente are classified as 

available-for-sale and, therefore, are reflected on the Consolidated 

Balance Sheete at estimated fair value based on either quoted market 

prices or management's 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 investmente in current 

operations, these investmente are classified as long-term. At 

December 31 , 2009 and 2008, Duke Energy's long-term 

available-for-sale investmente had a fair market value of 

$2,254 million and $1,855 million, respectivety. 

The cost of securities sold is determined using the specific 

identification method. During the years ended DecemberSl, 2009, 

2008 and 2007, Duke Energy purchased long-term investmente of 

approximately $3,013 million, $3,076 million and $1,978 million, 

respectively, and received proceeds on sales of approximately 

$2,988 million $3,030 million and $1,928 million, respectively. 

The majority of these purchases and sales relate to activity within the 

NDTF, including annual contributions to the NDTF of approximately 

$48 million pursuant to an order by the NCUC (see Note 7). 

The estimated fair values of short-term and long-term investmente classified as available-for-sale are as follows (In millions): 

Asof DecemberSl, 

2009 2008 

Gross Gross 
Unrealized Unrealized Estimated 

Holding Holding Fair 
Gains<^> Losses'^' Value 

Gross Gross 
Unrealized Unrealized Estimated 
. Holding Holding Fair 

Gains'^' Losses'^' Value 

Short-term Investments 

Total short-term investments 

$ -

$ -

$ -

$ -

$ 
$ 

^ 
— 

$ -

$ -

$ (4) 

$ (4) 

$ 
$ 

51 

51 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Securities 
Other 

$337 
14 
2 

11 
— 
18 

$ (30) 
(2) 
(8) 
(1) 

(53) 
(18) 

$1,216 
256 

83 
290 
198 
211 

$161 
5 
2 

18 
— 
3 

$(163) 
(7) 

(10) 
— 

(42) 
(31) 

$ 880 
124 
150 
292 
173 
236 

Total long-term investments $382 $(112) $2,254 $189 $(253) $1,855 

(a) The table above includes unrealized gains and losses of approximately $374 million and $55 million, respectively, at December 31 , 2009 and unrealized gains and losses of 
approximately $182 million and $190 million, respectively, at December 3 1 , 2008 associated w/lth Investments held in the NDTF. Additionally, the table above includes unrealized 
gains of approximately $1 million and an insignificant amount of unrealized losses at December 3 1 , 2009 and unrealized gains and losses of approximately $1 million and $14 million, 
respectively, at December 3 1 , 2008 associated with Investments held in the Duke Ener^ Indiana Grantor Trust. As discussed above, unrealized losses on investments within the NDTF 
and Duke Enersr Indiana Grantor Trust are defen-ed as regulatory assets pursuant to regulatory accounting. 

For the years ended December 3 1 , 2 0 0 9 , 2 0 0 8 , and 2 0 0 7 , a pre-tax gain of approximately $ 7 mi l l ion, a pre-tax loss of approx- imately 

$ 1 mi l l ion, and a pre-tax gain of less than $ 1 mi l l ion, respectively, were reclassified out of AOCI Into earnings. 

Debt securities held at December 3 1 , 2 0 0 9 , wh ich includes auction rate securities based on the stated maturity date, mature as fol lows: 

$ 4 4 mil l ion in less than one year, $ 1 7 3 mil l ion in one to five years, $ 1 5 6 mil l ion in six to 10 years and $ 6 5 7 mil l ion 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 tieen in a continuous loss position, are presented in 

thg table below as of December 3 1 , 2009 and 2008. 

(in millions) 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds: ' • • • 
U.S. Government Bonds 
Auction Rate Securitiesfti' 
Other 

Asof DecemberSl 

Fair 
Value*') 

$164 
38 
59 
93 

198 
51 

Unrealized 
Loss Position 
> 12 montiis 

$ (7) 

(1) 
(53) 
(15) 

, 2 0 0 9 

Unrealized 
Loss Position 
< 12 months 

$(23) 
(2) 
(8) 

(3) 

(in millions) 

, U.S. Franchised 
Electric and 
Gas 

Commercial 
Power*'* 

International 
Energy 

1 1 . GOODWILL AND INTANGIBLE ASSETS 

Goodwin. 

The following table shows goodwill by business segment at 

DecemberSl, 2009 and 2008; 

Acquisitions, ' 
Balance Foreign Balance 

January 1, Impairment Exchange and DecemberSl, 
2009 of Goodwill Other Changes 2009 

$3,500 $ 

960 

260 

(371) 

(17) 

(20) 

38 

$3,483 

569 

298 

Total $603 $(76) $(36) Total consolidated , $4,720 $(371) 

(in millions) 

Asof December31,2008 

Unrealized Unrealized 
Fair Loss Position Loss Position 

Value'̂ ' > 12 months < 12 months 

Equity Securities $353. 
Corporate Debt Securities 38 
Municipal Bonds 66 
Auction Rate Securities"" 224 
Other . 108 

$(12) 
(3) 
— 
— 
(3) 

$(151) 
(4) 

(10) 
• (46) 

(28) 

Total; - $789 $(18) $(239) 

(a) 

(b) 

The table above includes fair values of approximately $298 million and $486 million 
at DecemberSl, 2009 and 2008, respectively, associated with investments held in 
the NDTF. Additionally.'the table above includes fair values of approximately $27 
million and $33 million at December 31 , 2009 and 2008, respectively, associated 
with investments held in the Duke Energy Indiana Grantor Trust. 
See Note 9 for information about fair value measurements related to investments in 
auction rate debt securities. 

$4,350 

Acquisitions, 
Balance Foreign Balance 

January I , Impairment Exchange and DecemberSl, 
2008 of Goodwill Other Changes ' ' 2008 (in millions) 

U.S. Franchised 
Electric and 
Gas 

Commercial 
Power ' 

International 
Energy 

$3,478 

871 

293 

22 

89 

(33) 

$3,500 

960 

260 

Total consolidated $4,642 $ 78 : $4,720 

(a) The 2009 impairment charge, which is disclosed below, is the first goodwill • 
impairment charge recorded by Ouke Energy since the initial transaction occurred that 
resulted in the recognition of goodwill. 

Duke Energy is required to perform an annual goodwill 

impairment test as of the same date each year ahd, 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 tielow its carrying value. The annual 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 aggregate carrying values. Including 

goodwill. If the canying amountof a reporting unit exceeds the 

reporting unit's fair value, step two must be pert'ormed to determine 

the amount, if any, of the goodwill impairment loss. If the cartying 

amount is less than fair value, further testing of goodwill impairment 

is not peri'ormed. 

Step two of the goodwill impairment test involves comparing the 

implied fair value of the reporting unifs goodwill against the cariying 

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

value of goodwill requires the valuation of a report:ing unit's, 

identifiable tangible and intangible assets and liabilities as if the 
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reporting unit had been acquired in a business combination on the . 

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

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

identifiable assets and liabilities represents the implied fair value of 

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

difference between the carrying amount of goodwill and the implied 

fair value of goodwill upon the completion of step two. . 

For purposes of the step one analyses, determination of 

reporting units' fair value was based on a combination of the income 

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

units based on discounted future cash flows, and the market 

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

units based on market comparables within the utility and energy 

industries. Based on completion of step one of the annual 

impairment analysis, management determined that the fair values of 

all reporting units except for Commercial Power's non-regulated 

IVlidwest generation reporting unit, for which the cartying value of 

goodwill.was approximately $890 hiillion as ofAugust 31,: 2009, 

were greater than their respective cartying values. Accordingly, only 

Commercial Power's non-regulated IVlidwest generation reporting unit 

required management to perform step two of the goodwill impairment 

test to determine the amount of the goodwill Impairment. 

Commercial Power's non-regulated IVlidwest generation 

reporting unit includes neariy 4,000 MW of coal-fired generation 

capacity in Ohio dedicated to sen/e Ohio native load customers under 

the ESP through December 3 1 , 2011. These assets, as excess 

capacity allows, also generate revenues through sales outside the 

native load customer base, and such revenue is termed non-native. 

Additionally, this reporting unit has approximately 3,600 MW of 

gas-fired.generation capacity inOhio, Pennsylvania, Illinois and 

Indiana. The businesses within Commercial Power's non-regulated 

generation reporting unit operate in an unregulated environment in 

Ohio. As a result, the operations within this reporting unit are 

subjected to competitive pressures that do^not exist in any of Duke 

Energy's regulated jurisdictions. 

Corrimercial Poweris.other businesses, including the wind 

generation assets, are in a separate reporting unit for goodwill,. 

impairment testing purposes. No impairment exists with respect to 

Comrnercial Power's wind.generation assets. . . . 

The fair value.of the non-regulated Midwest generation, reporting 

unit is impacted by a multitude of factors, including current and 

forecastedoustomer demand, current and forecasted, power and 

commodity prices, impact of the economy on discount rates, 

valuation of peer companies, competition, and regulatory and 

legislative developments. Management's assumptions and views of 

these factors continually evolves, and such views and assumptions 

used in determining the step one fair value of the reporting unit in 

2009 changed significantly from those used in the 2008 annual 

impairment test. These factors had a significant impact on the risk-,, 

adjusted discount rate and other inputs used to value the . 

non-regulated Midvyest generation, reporting unit. More specifically, as 

of August 31 , 2009, the following factors significantly Impacted 

njajragements valuation of the reporting unit that consequently 

resulted in an approximate.$371 million non-cash goodwill 

Impairment charge during the 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 this reporting unit. 

• Depressed marl<et povi/erprices — 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 by the PUCO through 2011. 

. These rates are currently above market prices for generation 

sen/ices. 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 sen/Ice 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 arid trade program tdr l̂arge sources of 

greenhouse gas emissions. In September 2009, the U.S. 

Senate made significant progress towards'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 significantly increase the costs of coal and other carbon-

intensive electricity generation throughout the U.S., which 

could impact the value of the coal fired generating plants, 

particularly in non-regulated environments. 

In addition to the goodwill impairment charge, and as a result of 

factors similar to those described above. Commercial Power recorded 

approximately $42 million of pre-tax impairment charges related to 

certain generating assets in the Midwest to write-down the value of 

these assets to their estimated fair value. These impairment charges 

are recorded in Goodwill and Other Impairment Charges on the 

Consolidated Statement of Operations. As management is not aware 

of any recent market transactions for comparable assets with 

sufficient transparency to develop a market approach fair value, Duke 

Energy relied on the income approach to estimate the fair value of the 

impaired assets. 
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The fair values of Osmmercial Power's non-regulated generation 

reporting unit and generating assets for which impairments were 

recorded were determined using significant unobsen/able inputs (i.e.. 

Level 3 inputs) as defined by the accounting guidance for fair value 

measurements. 

Intangibles. 

The carrying amount and accumulated amortization of 

intangible assets as of December 3 1 , 2009 and 2008 are as follows: 

(in millions) 
DecemberSl, DecemberSl, 

2009 2008 

Emission allowances 
Gas, coal and power contracts 
Wind development rights*'' 
Other 

$ 274 
296 
127 
66 

$ 300 
296 
161 
68 

Total gross carrying amount 763 825 

Accumulated amortization — gas, coal 
and power contracts 

Accumulated amortization — wind 
(140) (117) 

development rights 
Accumulated amortization — other 

Total accumulated amortization 

Total intangible assets, net 

(2) 
(28) 

(170) 

$ 593 

(28) 

(145) 

$ 680 

(a) As discussed further below and in Note 3, the decrease in wind development rights 
primarily relates to the sale of certain projects that were acquired as part of Catamount 
in September 2008. 

Emission allowances in the table above Include emission 

allowances acquired by Duke Energy as part of its merger with 

Cinergy, which were recorded at the then fair value on the date 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 3 1 , 2009 and 2008 are as follows: 

(in millions) 

Gross carrying value at beginning of period 
Purchases of emission allowances 
Sales and consumption of emission 

allowances <3'*' 
Impairment of emission allowances 
Other changes 

Gross carrying value at end of period 

December 31, 
2009 

$300 
93 

(120) 
— 
1 

$274 

DecemberSl, 
2008 

$426 
62 

. (116) 
(82) 
10 

$300 

(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 allowances 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 

DecemberSl, 2009, 2008 and 2007 was approximately 

$25 million, $27 million and $57 million, respectively. 

The table below shows the expected amortization expense for 

the next five years for intangible assets as of December 3 1 , 2009. 

The expected amortization expense includes estimates of emission 

allowances consumption and estimates of consumption of 

commodities such as gas and coal under existing contracts, as well 

as estimated amortization related to the wind development projects 

acquired from Catamount. The amortization amounts discussed 

below are estimates and actual amounts may differ froni these 

estimates due to such factors as changes in consumption patterns, 

sales or impairments of emission allowances or other intangible 

assets, delays In the in-service dates of wind assets, additional 

intangible acquisitions and other events. 

(in millions) 

Amortization expense 

2010 

$136 

2011 

$38 

2012 

$34 

2013 

$31 

2014 

$30 

As discussed in Note 3, Duke Energy completed the acquisition 

of Catamount in September 2008, resulting in the recognition of 

approximately $117 million of intangible assets related to wind farm 

development rights. Of this amount, a portion of the intangible asset 

value was assigned to projects that Duke Energy disposed of through 

sale during the year ended December 31 , 2009. The intangible 

assets recorded in connection with the Catamount acquisition 

primarily represent land use rights and interconnection agreements 

acquired by Duke Energy as part of the purchase price. Since these 

intangible assets relate to development projects for which commercial 

operations have not commenced, amortization of the 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 2010 

through 2012. Duke Energy currently estimates the useful lives of 

these projects, once in commercial operation, will be the shorter of 

the lease term of the land or the estimated lives of the projects, which 

is approximately 25 years. 

In connection with the nierger with Cinergy in April 2006, Duke 

Energy recorded an intangible liability of approximately $113 million 

associated with the RSP in Ohio, which was recognized in earnings 

over the regulatory period that ended on December 3 1 , 2008. Duke 

Energy also recorded approxiniately $56 million of intangible 

liabilities associated with other power sale contracts in connection 

with its merger with Cinergy. The carrying amount of these intangible 

liabilities associated with other power sale contracts was 

approximately $10 million and $16 million at December 31 , 2009 

and 2008, respectively. During the years ended December 3 1 , 

2009, 2008 and 2007, Duke Energy amortized approximately 

$6 million, $73 million and $45 million, respectively, to income 

related to these intangible liabilities. The remaining balance of 

approximately $10 million will be amortized to income as follows: 

approximately $6 million in 2010 and approximately $4 million in 

2011. Intangible liabilities are classified as Other within Deferred 

Credits and Other Liabilities on the Consolidated Balance Sheets. 
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Impairment of Emission Allowances. 

On July 11, 2008, the U.S. Court of Appeals for the District of 

Columbia issued a decision vacating the Clean All' Interstate Rule 

(CAIR). Subsequently, in December 2008, a federal appeals court 

reinstated the CAIR while the EPA develops a new clean air program. 

See Note 16 for additional information on the CAIR. However, as a 

result of the July 11, 2008decision temporarily vacating the CAIR, 

there were sharp declines in market prices of SO2 and NO, 

allowances in the third quarter of 2008 due to uncertainty associated 

with future federal requirements to reduce emissions. Accordingly, 

Duke Energy evaluated the cartying value of emission allowances 

held by its regulated and unregulated businesses for impairment 

during the third quarter of 2008. 

At the time of its temporaiy 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 SOj 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 ofthe 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 approximately $77 million related to forecasted 

excess SO2 allowances held at September 30, 2008. Additionally, 

Commercial Power recorded pre-tax impairment charges of 

approximately $5 million related to annual NOxallowances 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. 

Additionally, U.S. Franchised Electric and Gas has emission 

allowances and certain commitments to purchase emission allowances 

that, based on management's best estimate at September 30, 2008, 

resulted in a quantity of emission allowances in excess ofthe amounts 

projected to be utilized for operations. The excess emission allowances 

include fowvard 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 fora/ard contracts, which 

primarily settled In the fourth quarter of 2008 or In 2009, qualified for 

th§ NPNS exception within the accounting rules for derivatives. 

However, since certain of these fonward 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 approximately 

$34 million. Since U.S. Franchised Electric and Gas anticipates 

regulatoty recovery ofthe cost of these emission allowances in normal 

course, a corresponding regulatory asset was recorded on the 

Consolidated Balance Sheets. These fohA/ard contracts have continued 

to be marked-to-market, with an offset to the regulatoty asset balance, 

until ultimate settlement. 

As a result ofthe reinstatement ofthe 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 under the 

CAIR, unless the EPA develops a new clean air program that changes 

the existing requirements under the CAIR. 

12. INVESTMENTS IN UNCONSOLIDATED AFFILIATES 
AND RELATED PARTY TRANSACTIONS 

Investments in domestic and international affiliates that are not 

controlled by Duke Energy, but over which it has significant 

influence, are accounted for using the equity method. Significant 

investments in affiliates accounted for underthe equity method are as 

follows: 

Commercial Power. 

As of December 3 1 , 2009 and 2008, Investments accounted 

for under the equity method primarily consist of Duke Energy's 

approximate 50% ownership interest in the five Sweetwater projects 

(Phase l-V), which are wind power assets located in Texas that were 

acquired as part of the acquisition of Catamount, which is further 

described in Note 3. 

Intemational Energy. 

As of both December 3 1 , 2009 and 2008, 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, and a 25% indirect interest 

in Attiki, a natural gas distributor in Athens, Greece. 

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. This debt obligation of approximately $71 

million, which is reflected in Current Maturities of Long-Term Debt on 

Duke Energy's Consolidated Balance Sheets, Is othenwise 
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non-recourse to Duke Energy. In December 2009, Duke Energy 

decided to abandon its 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 and insufficient ' 

cash flow from the investee to cover non-recourse debt obligations. 

In November 2009, CGP Greece failed to make a scheduled 

semi-annual Installment payment of principal and interest on the 

debt, and in Januaty 2010 the counterparty to the debt issued a 

Notice of Event of Default, asserting voting rights and rights to 

dividends in CGP Greece and thereby its 25% indirect interest in 

Attiki. As of December 3 1 , 2009, Duke Energy's investment balance 

in Attiki was approximately $71 million, reflecting ah approximate 

$18 million impairment charge recognized in the fourth quarter of 

2009 to reduce the cartying amount of the investment to its 

estimated fair value. 

other. 

As of DecemberSl, 2009 and 2008, investments accounted 

for under the equity method primarily include telecommunications 

Investments. Additionally, Other Includes Duke Energy's effective 

50% interest in Crescent which, as discussed further below, has a 

cariying value of zero. 

In connection with the renegotiation of its debt agreements in 

June 2008, Crescent management modified its existing business ; 

strategy to focus some of its efforts on producing near-term cash flows 

from its non-strategic real estate projects in order to improve 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 recoverability assessments for its 

real estate projects as required under the accounting guidance for 

asset impairments. Under the accounting guidance for asset 

impairments, the cartying 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 ofthe asset. 

For certain of Crescent's non-strategic assets, it was determined that 

some projects' projected undiscounted cash flows did not exceed the 

carrying value of the projects based on the revised business strategy 

assumptions, and an impairment loss was recorded equal 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 DecemberSl, 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 

approximately $238 million. Duke Energy's proportionate share of 

these impairment charges are recorded in Equity in Earnings (Losses) 

, of Unconsolidated Affiliates in Duke Energy's Consolidated 

Statements of Operations. . 

As a result of the impairment charges recorded during the year 

ended December 31 , 2008, the carrying value of Duke Energy's 

Investment in Crescent was reduced to zero. Accordingly, Duke 

Energy discontinued applying the equity method of accounting to its 

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 17 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. Bankmptcy 

Court in June 2009. 

As of December 3 1 , 2009 and 2008, the carrying amount of 

investments in affiliates with cartying amounts greater than zero 

approximated the amount of underiying equity in net assets. 

Impairments. 

During the years ended December 31 , 2009 and 2008, Duke 

Energy recorded pre-tax impairment charges to the carrying value of 

investments in unconsolidated affiliates of approximately $21 million 

and $9 million, respectively. Approximately $18 million ofthe 

impairment charge recorded during the year ended December 3 1 , 

2009 relates to International Energy's investment in Attiki, as 

discussed above. These impairment charges, which were recorded in 

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 cartying value of these 

investments were written down to their estimated fair value. 

Investments in Equity Method Unconsolidated Affiliates 

(in millions) 

U.S. Franchised Electric and Gas 
Commercial Power 
Intemational Energy'̂ ' 
Other 

Total 

December 31 , 2009 

Domestic 

$ 4 
198 

71 

$273 

International 

$ -

153 
10 

$163 

Asof. 

Total 

$ 4 
198 
153 
81 

$436 

DecemberSl, 2008 

Domestic 

$ 3 
226 

73 

$302 

International Total 

$ - $ 3 
— 226 

161 161 
10 ,83 

$171 $473 

(a) As discussed above. International Energy recorded an approximate $18 million pre-tax impairment to write-down the value of Its Attiki investment to fair value. 
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Equity in Earnings (Losses) of Equity Method Unconsolidated Affiliates 

For the Years Ended: 

DecemberSl, 2009 

(inmillir.nO Do-^^Stic 

U.S. Franchised Electric and Gas $(10) 
Commercial Power 7 
International Energy — 
Other<w — 

Total $ (3) 

Intemational Totalis' 

$ — $(10) 
— 7 
72 72 

1 1 

$73 $70 

December 31, 2008 

Domestic 

$ (16) 
16 

(230) 

$(230) 

nternational Total*" 

$ , - $ (16) 
— 16 

127 127 
1 (229) 

$128 $(102) 

DecemberSl, 2007 

Domestic International Total's' 

$(2) $ — $ (2) 
17 — 17 
— 102 102 
38 2 40 

$53 $104 $157 

(aj Duke Energy's share of net eamings from these unconsolidated affiliates is reflected in the Consolidated Statements of Operations as Equity in Eamings (Uisses) of Unconsolidated Affiliates, 
(b) Amounts for the year ended December 3 1 , 2008 and 2007 include Duke Energy's proportionate share of impairment charges recorded by Crescent of approximately $238 million and 

$32 million pre-tax, respectively. 

During the years ended December 31 , 2009, 2008 and 2007, 

Duke Energy received distributions from equity investments of 

approximately $83 million, $195 million and $147 million, 

respectively, which are included in Other assets within Cash Flows 

from Operating Activities on the Consolidated Statements of Cash 

Flows. 

Summarized Combined Financial Information of Equity Method 

Unconsolidated Affiliates 

Asof DecemberSl, 

(in millions) 2009 2008 

Balance Sheet 
Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 

$1,154 $1,399 
2,353 4,072 

(920) (1,489) 
(744) (2,038) 

Net assets $1,843 $1,944 

(in millions) 

For the Years Ended 
DecemberSl, 

2009 2008 2007 

Income Statement 
Operating revenues 
Operating expenses 
Net income 

$1,509 $2,683 $2,284 
1,252 2,407 1,634 
257 58 462 

other Investments. 

Commercial Power has an Interest in South Houston Green 

Power, L.P. (SHGP), which is a cogeneration facility containing three 

combustion turbines in Texas City, Texas. Although Duke Energy 

owned a significant portion of SHGP, it was not consolidated as Duke 

Energy did not hold a majority voting control or have the ability to 

exercise control over SHGP, nor was Duke Energy the primaty 

beneficiaty. In the fourth quarter of 2008, Duke Energy finalized an 

asset swap agreement with the other joint venture owner of SHGP, 

which gives Duke Energy the option to" receive either wind assets or a 

cash settlement, both.of which have a value of approximately 

%],80 million and which approximates the carrying value of Duke 

Energy's investment in SHGP. The cash settlement feature will be 

utilized if the option to receive the wind assets is not exercised within 

a nine-month window following the commercialization date of the 

wind assets. In exchange Duke Energy would surrender Its remaining 

interest in SHGP on the future transaction date. Duke Energy 

anticipates finalizing this transaction in 2010, either by receiving the 

wind asset or opting for the cash settlement. This transaction was 

considered a non-monetary exchange of productive assets with 

commercial substance for accounting purposes. Duke Energy does 

not currently expect a significant gain or loss associated with the 

completion of this transaction. 

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 is transferred to Duke 

Energy or ultimate cash settlement, Duke Energy will receive a fixed 

monthly payment in lieu ofthe economic benefit it would have 

othenwise received as a common equity member of SHGP. This 

payment is intended to compensate Duke Energy for normal 

distributions that it would othenwise be entitled to as an equity owner 

of SHGP; however, this payment is not economically linked to the 

actual earnings and operating results of SHGP. 

Related Party Transactions. 

- See Note 21 for information related to Duke Energy Ohio's, 

Duke Energ/ Indiana's and Duke Energy Kentucky's sale of 

receivables to Cinergy Receivables. 

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 approximately $11 million, $11 million and $8 million 

to the unconsolidated subsidiaiy during the years ended 

December 3 1 , 2009, 2008 and 2007, respectively. Additionally, at 

December 31 , 2009 and 2008, U.S. Franchised Electric and Gas 

had a trade payable to Advance SC LLC of approximately $1 million 

and $11 million, respectively. 
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In eariy 2008, Duke Energy began discussions with Crescent to 

purchase certain parcels of land in North Carolina and South Carolina 

that potentialty 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 approximatety 

12,700 acres of land for a purchase price of approximately 

$51 million. Crescent recorded a gain on the sale. Since Duke 

Energy is a joint venture owner in Crescent, its proportionate share of 

the gain was eliminated and instead recorded as a reduction in the 

cartyingamount of the purchased real estate. 

Prior to August 2007, International Energy loaned money to 

Compafiia de Sen/icios de Compresion de Campeche, S.A. de C.V. 

(Campeche) to assist in the costs to build. International Energy 

received principal and interest payments of approximately 

$28 million from Campeche during 2007. 

Summary Condensed Financial 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. 

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 year ended December 31 , 2009. Summarized financial 

information for Crescent for the years ended December 3 1 , 2008 

and 2007 is as follows; 

13. DISCONTINUED OPERATIONS 

(in millions) 

Operating revenues 
Operating expenses 
Operating income 
Net income''* 

Year Ended 
DecemberSl, 2008 

$407 
$754 
$(347) 
$(420) 

(a) 2008 net income Includes the gain recorded by Crescent on 

Year Ended 
DecemberSl 2007 

$536 
$415 
$121 
$ 76 

the sale of land to Duke 
Energy that was eliminated by Duke Energy, as discussed further above. 

(in millions) 

Current assets , 
Non-current assets. 
Current liabilities 
Non-current liabilities 
Noncontrolling interest 

DecemberSl 

$ 

•• 

2008 

77 
$ 1,685 
$ 471 

. $ 1,341 
$ (1) 

Income (loss) from discontinued operations was income of 

approximately $12 million and $16 million for 2009 and 2008, 

respectively, and a loss of approximately $22 million for 2007. 

Significant transactions occurring during the years ended 

December 3 1 , 2008 and 2007 that resulted in discontinued 

operations presentation are discussed below. 

Year Ended December 3 1 , 2008 

Commercial Power 

In Februaty 2008, Duke Energy entered into an agreement to 

sell its 480 MW natural gas-fired peaking generating station located 

near Brownsville, Tennessee to Tennessee Valley Authority for 

approximately $55 million. This transaction closed in April 2008 and 

resulted In Duke Energy recognizing an approximate $23 million 

pre-tax gain at closing. 

Year Ended December 3 1 , 2007 

Commercial Power 

Due to the expiration of certain tax credits, Duke Energy ceased 

all synttietic fuel (synfuel) operations as of December 3 1 , 2007. 

Accordingly, the results of operations for synfuel were reclassified to 

discontinued operations. For the year ended DecemberSl, 2007, 

synfuel operations had after-tax earnings of approximately 

$23 million, which includes tax benefits of approximately 

$84 million. 

International Energy 

In Februaty 2007, International Energy finalized the 

approximate $20 million saleof it 50% ownership interest in two 

hydroelectric power plants near Cochabamba, Bolivia to Econergy 

International. International Energy recorded an impairment charge in 

2006 related to certain assets in Bolivia in connection with this sale. 

As a result of the sale, Intemational Energy no longer has any assets 

in Bolivia. 

Spin-off of Natural Gas Businesses 

As discussed in Note 1, on Januaty 2, 2007, Duke Energy ,'.. 

completed the spin-off of Spectra Energy, which principally consisted 

of Duke Energy's former Natural Gas Transmission business segment 

and Duke Energy's former 50% ownership interest in DCP 

Midstream, LLC (DCP Midstream), to Duke Energy shareholders, 

Income (Loss) From Discontinued Operations, net of tax, for the year 

ended DecemberSl, 2007 includes a pre-tax amount of 

approximately $18 million related to costs to achieve the Spectra 

Energy spin-off, primarily fees to outside sen/ice providers. 
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other Transactions and Balances with Spectra Energy 

Effective with the spin-off, Duke Energy and Spectra Energy 

entered into a Transition Seivices Agreement (TSA), which expired on 

December 31 , 2007, whereby Duke Energy provided certain support 

seivices to Spectra Energy. The amount received by Duke Energy 

during the year ended December 3 1 , 2007 under this TSA was 

approximately $15 million. Additionally, as anticipated, Duke Energy 

has had very limited commercial business activities with Spectra 

Energy subsequent to the spin-off. 

Additionally, effective with the spin-off, Duke Energy and 

Spectra Energy entered into various reinsurance and other related 

agreements that allocated certain assets to Spectra Energy and DCP 

Midstream created under insurance coverage provided prior to 

the spin-off by Duke Energy's captive insurance subsidiaiy and third 

party reinsurance companies. Under these agreements. Spectra 

Energy's captive insurance subsidiary reinsured 100% of Duke 

Energy's retained risk under the Insurance coverage provided prior to 

the spin-off. Consistent with the terms of the reinsurance agreement 

entered into while all parties were under the common control of Duke 

Energy, Duke Energy paid approximately $95 million in cash to 

Spectra Energy's captive insurance company, which was placed in a 

grantor trust to secure Spectra Energy's obligation to Duke Energy 

under the Spectra Energy reinsurance agreements. This transfer is 

reflected in Cash distributed to Spectra Energy within Net cash 

provided by (used in) financing activities on the Consolidated 

Statements of Cash Flows. As of December 31 , 2009, Duke Energy 

had a total liability to Spectra Energy and DCP Midstream related to 

these agreements of approximatety $21 million, which is reflected in 

both Other within Current Liabilities and Other within Deferred Credits 

and Other Liabilities in the Consolidated Balance Sheets. This liability 

is offset by a corresponding receivable, of which approximately $4 

million was due from Spectra Ener®''s captive insurance subsidiary 

underthe Spectra Energy reinsurance agreement and approximately 

$17 million was due from third party reinsurance companies. These 

amounts are reflected in both Other within Current Assets and Other 

within Investments and Other Assets in the Consolidated Balance 

Sheets. In the event any of the reinsurance companies deny coverage 

for any of the claims covered under these agreements, Duke Energy 

is not obligated to pay Spectra Energy or DCP Midstream. Further, 

Duke Energy is providing no insurance coverage to Spectra Energy or 

DCP Midstream for events which occur subsequent to the spin-off 

date. 

At December 31 , 2009 and 2008, Duke Energy had an 

approximate $50 million and $49 million receivable, respectivety, 

from Spectra Energy related to certain income tax items. 

14. PROPERTY, PLANT AND EQUIPMENT 

(in millions) 
Estimated 

Useful Life. 

DecemberSl, 

2009 2008 

(Years) 
Land 
Plant — Regulated 

Electric generation, disfribution and transmission'̂ ' 
Natural gas transmission and distribution 
Other buildings and improvements'̂ '. , 

Plant — Unregulated 
Electric generation, distribution and transmission'̂ ' 
Other buildings and improvements'̂ ' 

Nuclear fuel 
Equipment<a' 
Vehicles 
Construction in process 
0ther<* 

— $ 725 , $ 687 

8-125 
12-60 

25-100 

8-100 
20-90 

— 
4-S3 
5-26 

— 
5-33 

35,983 
1,694 

617 

5,120 
1,855 
1,079 

799 
77 

5,336 
2,077 

34,005 
1,566 

564 

3,989 
1,698 

966 
658 

81 
4,379 
1,711 

Total property, plant and equipment 
Total accumulated depreciation — regulated"''' '•=' 
Total accumulated depreciation — unregulated"̂ ' 

55,362 
(15,526) 

(1,886) 

50,304 
(14,681) 

(1,587) 

Total net property, plant and equipment $ 37,950 $ 34,036 

(a) Includes capitalized leases of approximately $384 million and $208 million at December 3 1 , 2009 and 2008, respectively. 
(b) Includes accumulated amortization of nuclear fuel of approximately $503 million and $484 million at December 3 1 , 2009 and 2008, respectively. 
(c) • includes aggregate accumulated amortization of capitalized leases of approximately $20 million and $37 million for 2009 and 2008, respectively. 

Capitalized interest, which includes the debt component of AFUDC, amounted to approximately $102 million, $93 million and 

$7rmiltibn for 2009, 2008 and 2007, respectively. 
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15. DEBT AND CREDIT FACILITIES 

Summary of Debt and Related Terms 

(in millions) 

Weighted-
Average 

Rate 

DecemberSl, 

Year Due 2009 2008 

Unsecured debt 
Secured debt 
First mortgage bonds'̂ ' 
Capital leases 
Other debt'w , 
Notes payable and commercial paper*̂ "'" 
Fair value hedge carrying value adjustment , 
Unamortized debt discount and premium, net 

5.1% 
S.4% 
5.7% 
6.7% 
1.1% 
0.4% 

2010-2037 
2010-2017 
2010-2040 
2010-2046 
2010-2041 

$ 7,922 
660 

5,940 
248 

1,843 
450 

18 
(66) 

6,360 
737 

4,165 
137 

2,084 
993 

25 
(62) 

Total debt<«) 
Current maturities of long-term debt 
Short-term notes payable and commercial paper̂ " 

17,015 
(902) 

14,439 
(646) 
(543) 

Total long-term debt $16,113 $13,250 

(a) 

(b) 

(c) 

(d) 
(e) 
(f) 

Asof DecemberSl, 2009, substantially all of U.S. Franchised Electric and Gas'electric plant in service is mortgaged under the mortgage bond indenture of Duke Energy Carolinas, Duke 
Energy Ohio and Duke Energy Indiana. ' ' 
Includes $1,410 milHon and $1,569 million of Duke Energy tax-exempt bonds as of December 3 1 , 2009 and 2008, respectively. As ot December 3 1 , 2009 and 2008, $331 million 
and $404 million, respectively, was secured by first mortgage bonds and $433 million and $494 million, respectively, was secured by a letter of credit. 
Includes $450 million as of both December 3 1 , 2009 and 2008 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 refinancethese balances on a long-term basis. The weighted-average days to 
maturity was 14daysasof December 31 , 2009 and lOdaysasof December 31 , 2008. 
Includes approximately $279 million at December 3 1 , 2008 related to Duke Energy Ohio's drawdown under the master credit facility. 
As of December 3 1 , 2009 and 2008, $479 million and $414 million, respectively, of debt was denominated in Brazilian Reals. 
Weighted-average rates on outstanding short-term notes payable and commercial paper was 3.4% as of December 3 1 , 2008. 

Unsecured Debt. 

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 carty 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. Prcceeds 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 Januaiy 2009, Duke Energy issued $750 million principal 

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

from the issuance were used to redeem commercial paper and for 

general corporate purposes. 

In June 2008, Duke Energy issued $500 million principal 

amount of senior notes, of which $250 million 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. 

First M o r ^ g e Bonds. 

In December 2009, Duke Energy Ohio issued $250 million 

principal amount of first mortgage bonds, which carty 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 Februaty 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 cany 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 flrst mortgage bonds, which carry a fixed interest 

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

issuance were used to fund capital expenditures, to replenish cash 
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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. 

In November 2008, Duke Energy Carolinas Issued 

$900 million principal amount of first mortgage bonds, of which 

$500 million cany a fixed interest rate of 7.00% and mature 

November 15, 2018 and $400 million carty 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 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 April 2008, Duke Energy Carolinas issued $900 million 

principal amountof first mortgage bonds, of which $300 million carry 

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 approximately 

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

Accumulated Other Comprehensive Loss and is being amortized as a 

component of Interest Expense over the life of the debt. 

In January 2008, Duke Energy Carolinas Issued $900 million 

principal amountof first mortgage bonds, of which $400 million 

carry a fixed interest rate of 5.25% and mature Januaty 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 approximately $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 of the debt. 

other Debt. 

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

tax-exerfipt 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 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 

Februaty 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 tx)nds due 

August 1, 2039, which cany 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 Januaty 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 weekty 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. 

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 October 2008, International Energy issued approximately 

$153 million of debt in Brazil, of which approximately $112 million 

mature in September 2013 and cany a variable Interest rate equal to 

the Brazil Interbank rate plus 2.15%, and approximately $41 million 

mature in September 2015 and carry a fixed interest rate of 11.6% 

plus an annual Inflation index. International Energy used these 

proceeds to pre-pay existing long-term debt balances., 

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

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. 

Auction Rate Debt 

As of December 3 1 , 2009, Duke Energy had auction rate 

tax-exempt bonds outstanding of approximately $461 million. While 

these debt instruments are long-term in nature and cannot be put 

back to Duke Energy prior to maturity, the interest rates on these 

instruments are designed to reset periodically tiirough an auction 

process. In Febnjary 2008, Duke Energy began to experience failed 
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auctions for these debt instruments. When failed auctions occur on a 

series of this debt, Duke Energy is required to tiegin paying a failed-

auction interest rate on the instrument. The failed-auction interest rate 

for the majority ofthe auction rate debt is 2.0 times one-month 

London Interbank Offered Rate (LIBOR). Payment of the failed-

auction interest rates will continue until Duke Energy is able to either 

successfully remarket these instnjments through the auction process, 

or refund and refinance the existing debt. While Duke Energy has 

plans to refund and refinance its remaining auction rate tax-exempt 

bonds, the timing of such refinancing activities is uncertain and 

subject to market conditions. If Duke Energy is unable to successfully 

refund and refinance these debt instruments, the impact of paying 

higher interest rates on the outstanding auction rate debt is not 

expected to materially affect Duke Energy's overall financial position, 

results of operations or cash flows. 

Convertible Senior Notes. 

In May 2003, Duke Energy issued approximately $770 million 

of 1.75% convertible senior notes that were convertible into Duke 

Energy common stock at a premium of 40% above the May 1, 2003 

closing common stock market price of $16.85 per share. The 

conversion of these senior notes into shares of Duke Energy common 

stock was contingent upon the occurrence of certain events during, 

specified periods. During 2006, Duke Energy issued shares of, 

common stock to settle a portion ofthe convertible senior notes. In 

May 2007, pursuant to the terms of the debt agreement, 

substantially all of the holders of the Duke Energy convertible senior 

notes required Duke Energy to repurchase the then outstanding 

balance of approximately $110 million at a price equal to 100% of 

the principal amount plus accmed interest. 

In connection with the spin-ofi" of Spectra Energy on January 2, 

2007 (see Note 1), Duke Energy distributed approximately 2 million 

shares of Spectra Energy common stock to the holders of the 

convertible senior notes pursuant to the antidilution provisions of the 

indenture agreement, resulting in a pre-tax charge of approximately 

$21 million during the three months ended March 3 1 , 2007, which 

is recorded in Other Income and Expenses, net in the Consolidated 

Statements of Operations. 

Accounts Receivable Securitization. 

Duke Energy securitizes certain accounts receivable through 

Duke Energy Receivables Finance Company, LLC (DERF), a 

bankmptcy remote, special purpose subsidiaty. 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. As a result of the securitization, on a daily 

basis Duke Energy sells certain accounts receivable, arising from the 

sale of electricity and/or related sen/ices as part of Duke Energy's 

franchised electric business, to DERF. In order to fund its purchases 

of accounts receivable, DERF has a $300 million secured credit 

facility with a commercial paper conduit administered by Citibank, 

N.A., which terminates in September 2011. The creditfacility 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 tiie ratio of Duke Energy 

consolidated indebtedness to Duke Energy consolidated capitalization 

not exceed 65%. As of December 31 , 2009 and 2008, the interest 

rate associated with the creditfacility, which is based on commercial 

paper rates, was 1.6%; and 3.3%, respectively, and $300 million 

was outstanding under the credit facility as of both December 31 , 

2009 and 2008. The securitization transaction was not structured to 

meet the criteria for sale accounting treatment under the accounting 

guidance for transfers and sen/icing of financial assets and, 

accordingly, is reflected as a secured.borrowing in the Consolidated 

Balance Sheets. As of December 3 1 , 2009 and 2008, the $300 

million outstanding balance of tiie credit facility was secured by . • 

approximately $556 million and $518 million, respectively, of 

accounts receivable held by DERF. The obligations of DERF under 

the credit facility are non-recourse to Duke Energy. DERF meets the 

accounting definition of a VIE and Is subject to the new accounting 

rules for consolidation and transfers of financial assets effective 

Januaty 1, 2010; however, the new accounting mles will not result 

in a substantial change to the accounting for DERF. See Note 21 for 

further information on VIEs. 

Fioating Rate Debt. 

Unsecured debt, secured debt and other debt included 

approximately $2.8 billion and $3.2 billion of floating-rate debt as of 

December 31 , 2009 and 2(308, respectively, which excludes 

approximately $336 million and $300 million of Brazilian debt at 

December 3 1 , 2009 and 2008, respectively, that is indexed 

annually to Brazilian inflation. Floating-rate debt is primarily based on 

commercial paper rates or a spread relative to an index such as 

LIBOR for debt denominated in U.S. dollars. As of December 31 , 

2009 and 2008, the average interest rate associated with floating-

rate debt was approximately 1.5% and 3.2%, respectively. 

Maturities, Call Options and Acceleration Clauses. 

Annual Maturities as of December 31,2009 

(in millions) 

2010 
2011 
2012 
2013 
2014 
Thereafl;er 

; 902 
602 

2,247 
1,443 
1,398 

,10,423 

Total long-term debt, including current maturities $17,015 
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Duke Energy has the ability under certain debt facilities to call 

and repay the obligation prior to its scheduled maturity. Therefore, the 

actual timing of future cash repayments could be materially diff'erent 

than the above as a result of Duke Energy's ability to repay these 

obligations prior to their scheduled maturity. 

Duke Energy may be required to repay certain debt should the 

credit ratings at Duke Energy Carolinas fall Io a certain level at 

Standard & Poor's (S&P) or Moody's Investors Sen/ice (Moody's). As 

of December 3 1 , 2009, Duke Energy had approximately $6 million . 

of senior unsecured notes which mature serially through 2012 that 

may be required to be repaid if Duke Energy Carolinas' senior 

unsecured debt ratings fall below BBB- at S&P or BaaS at Moody's, 

and $16 million of senior unsecured notes which mature serially 

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. As of February 1, 2010, Duke Energy Carolinas' 

senior unsecured credit rating was A- at S&P and A3 at Moody's. 

Available Credit Facilities. 

The total capacity under Duke Energy's master creditfacility, 

which expires in June 2012, is approximately $3.14 billion. The 

credit facility contains an option allowing borrowing up tp the full 

amount of the facility on the day of initial expiration for up to one 

year. Duke Energy and its wholly-owned subsidiaries, Duke Energy 

Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy 

Kentucky (collectively referred to as the borrowers), each have 

borrowing capacity under the master credit facility up to specifled 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 footnote (c) to the table below for the borrowing sub limits 

for each of the borrowers as of December 3 1 , 2(309. The amount 

available under the master credit facility has been reduced by draw 

downs of cash and tiie use of the master credit facility to backstop the 

issuances of commercial paper, letters of credit and certain 

tax-exempt bonds. 

Master Credit Facility Summary as 

Duke Energy Corporation 
$3,137 multi-year syndicated**) 

Of December 3 1 2 0 0 9 (in mi l l ions)^ 

Credit 
Facility 

Capacity 

$3,137 

Commercial 
Paper 

$450 

Draw 
Down on 
: Credit 

Facility 

$397 

Letters of 
Credit 

$121 

Tax-Exempt 
: Bonds 

$235 

Total 
Amount 
Utilized 

$1,253 

Available 
• Credit 
Facility 

Capacity 

$1,884 

(a) 

(b) 
(0 

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 backstop various outstanding tax-exempt bonds. 
Credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 65% for each borrower. -
Contains sub limits at December 3 1 , 2009 as follows: $1,097 million for Duke Energy, $840 million for Duke Energy Carolinas, $650 million for Duke Energy Ohio, $450 million for 
Duke Energy Indiana and $100 million for Duke Energy Kentucky. 

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 

approximately $1 billion under Duke Energy's master credit facility. 

The following borrowings under Duke Energy's master credit facility 

remained outstanding at December 31 , 2009: 

(in millions) 

Amounts Borrowed 
Under Master Credit 

Facility 

Duke Energy Corporation 
Duke Energy Indiana 

Total 

$274 
123 

$397 

The loans under the master credit facility are revolving credit 

loans that currentiy bear interest at one-month LIBOR plus an 

applicable spread ranging from 19 to 23 basis points. The loan for 

Duke Energy has a stated maturity of June 2012, while the loans for 

all ofthe other borrowers had stated maturities of September 2009; 

however, 'the borrowers have the ability under the master credit 

facility to renew the loans due in September 2009 on an annual 

basis up through the date the master credit facility matures in June 

2012. Asa result of these annual renewal provisions, in September 

2009, Duke Energy Ohioand Duke Energy Indiana repaid and 

immediatety re-borrowed approximately $279 million and $123 

million, respectively, underthe master credit facility. Duke Energy 

Indiana has the intent and ability to refinance these obligations on a 

long-term basis, either tiirough renewal of tiie terms of the loan 

through the master credit facility, which has non-cancelable terms in 

excess of one-year, or through issuance of long-term debt to replace 

the aniounts drawn under the master credit facility. Accordingly, total 

borrowings by Dui<e Energy Indiana of $123 million are reflected as 

Long-Term Debt on the Consolidated Balance Sheets at both 

December 3 1 , 2009 and 2008. Additionally, Duke Energy 

Kentucky's borrowings of $74 million, which was repaid in 2009 

tiirough funds obtained from the issuance of long-tenn debt as 

discussed above, was included in Long-Term Debt on the 

Consolidated Balance Sheets at December 31 , 2008. Duke Energy 

Ohio's borrowing under the master credit facility was repaid in the 

fourth quarter of 2009, as discussed above. As Duke Energy Ohio did 

not have the intent to reflnance its borrowings on a long-term basis, 

amounts outstanding at December 31 , 2008 of $279 million were 
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reflected in Notes Payable and Commercial Paper within Current 

Liabilities on the Consolidated Balance Sheets. 

At December 3 1 , 2009 and 2008, approximately $706 million 

and $779 million, respectively, of tax-exempt bonds were classified 

as Long-Term Debt on the Consolidated Balance Sheets. Of this 

amount, the master credit facility sen/ed as a backstop for 

approximately $385 million of these pollution control bonds (of 

which approximately $100 million is in the form of letters of credit), 

with the remaining balance backstopped by other specific long-term 

credit facilities separate from the master credit facility. Additionally, at 

both December 3 1 , 200^ and 2008, approximately $450 million of 

commerciaf paper issuances were classified as Long-Term Debt on 

the Consolidated Balance Sheets. These tax-exempt bonds and 

commercial paper issuances, which are short-term obligations by 

nature, are classified as long-term due to Duke Energy's intent and 

ability to utilize such borrowings as long-term financing. As Duke 

Energy's master credit facility and other specific purpose credit 

facilities have non-cancelable terms in excess of one yeiar as of the 

balance sheet date, Duke Energy has the ability to refinance these 

short-term obligations on a long-term basis. 

In September 2008, Duke Energy Indiana and Duke Energy 

Kentucky collectively entered into a $330 million three-year letter of 

credit agreement with a syndicate of banks, under which Duke 

Energy Indiana and Duke Energy Kentucky may request the issuance 

of letters of credit up to $279 million and $51 million, respectively, 

on their behalf to support various series of variable rate demand 

bonds issued or to be issued on behalf of either Duke Energy Indiana 

or Duke Energy Kentucky. This credit facility, which is not part of 

Duke Energy's master credit facility, may not be used for any purpose 

other than to support the variable rate demand bonds issued by Duke 

Energy Indiana and Duke Energy Kentucky. 

Restrictive Debt Covenants. 

Duke Energy's debt and credit agreements contain various 

financial and other covenants. Failure to meet those covenants 

beyond applicable grace periods could result in accelerated due dates 

and/or termination of the agreements. As of December 31 , 2009, 

Duke Energy was in compliance with all covenants related to its 

significant debt agreements. In addition, some credit agreements may 

allow for acceleration of payments or termination of the agreements 

due to nonpayment, or the acceleration of other significant 

indebtedness of the borrower or some of its subsidiaries. None of the 

debt or credit agreements contain material adverse change clauses. 

other Loans. 

During 2009 and 2008, Duke Energy had loans outstanding 

against the cash surrender value of the life insurance policies that it 

owns on the lives of its executives. The amounts outstanding were 

$411 million as of December 31 , 2009 and $384 million as of 

December 3 1 , 2008. The amounts outstanding were carried as a 

reduction ofthe related cash surrender value that is included in Other 

within Investments and Other Assets on the Consolidated Balance 

Sheets. 

16. COMMITMENTS AND CONTINGENCIES 

General Insurance 

Duke Energy carries insurance and reinsurance coverage either 

directiy or through Its captive insurance company. Bison, and its 

aff'iliates, consistent with companies engaged in similar commercial 

operations with similar type properties. Duke Energy's insurance 

coverage includes (i) commercial general public liability insurance for 

liabilities arising to third parties for bodily injuty and property damage 

resulting from Duke Energy's operations;, (ii) workers' compensation 

liability coverage to statutoty limits; (iii) automobile liability insurance 

for all owned, non-owned and hired vehicles covering liabilities to 

third parties for bodily injuty and property damage; (iv) insurance 

policies in support of the indemnification provisions of Duke Energy's 

by-laws and (v) property insurance covering the replacement value of 

all real and personal property damage, excluding electric transmission 

and distribution lines, including damages arising from boiler and 

machinety breakdowns, earthquake, flood damage and extra 

expense. All coverage Is subject to certain deductibles or retentions, 

sublimits, terms and conditions common for companies with similar 

types of operations. 

In 2006, Bison was a member of sEnergy Insurance Limited 

(sEnergy), which provided business interruption reinsurance coverage 

for Duke Energy's non-nuclear facilities. Duke Energy accounted for 

these memberships under the cost method, as it did not have the 

ability to exert: significant influence over these investments. sEnergy 

ceased insuring events subsequent to May 15, 2006, and is 

currentiy winding down its operations and settling its outstanding 

claims. Bison will continue to pay additional premiums to sEnergy as 

it settles its outstaiiding claims during its wind-down; however, Duke 

Energy does ndt anticipate that the payments associated with the 

settlement of these outstanding claims will have a material Impact on 

its consblidated results of operations, cash flows or financial position. 

Duke Energy also maintains excess liability insurance coverage 

above the established primaiy limits for commercial general liability 

and automobile liability insurance. Umits, terms, conditions and 

deductibles are comparable to those carried by other energy 

companies of similar size. 

The cost of Duke Energy's general insurance coverage can 

fiuctuate year to year refiecting the changing conditions of the 

insurance markets. 

Nuclear Insurance 

Duke Energy Carolinas owns and operates the McGuire and 

Oconee Nuclear Stations and operates and has a partial ownership 

Interest In the Catawba Nuclear Station. The McGuire and Catawba 
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Nuclear Stations have two nuclear reactors each and Oconee has 

three. Nuclear insurance includes: nuclear liability coverage; property, 

decontamination and premature decommissioning coverage; and • 

business interruption and/or extra expense coverage. The other joint 

owners of the Catawba Nuclear Station reimburse Duke Energy 

Carolinas for certain expenses associated with nuclear insurance 

premiums. The Price-Anderson Act requires Duke Energy to provide 

for public liability claims resulting from nuclear incidents to the maxi-

murti total financial protection liability, which was approximately 

$12.5 billion and increased to approximately $12.6 billion effective 

January 1,2010. 

Primary Uability Insurance. 

Duke Energy has purchased the maximum reasonably available 

private primary liability insurance as required by law, which Was 

$300 million and increased to $375 million eff'ective Januaty 1, 

2010. 

Excess Uability Program. 

This program provides approximately $12.2 billion of coverage 

through the Price-Anderson Acfs mandatory industry-wide excess 

secondary financial protection program of risk poojing. The 

$12.2 billion is the sum of the current potential cumulative retrospe

ctive 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 liability 

damages in tiie event of a nuclear incident at any licensed facility in the 

U.S. If such an incident should occur and public liability damages 

exceed primary liability insurance, licensees may be assessed up to 

$117.5 million for each of their licensed reactors, payable at a rate not 

to exceed $17.5 niiliion 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 is a member of Nuclear Electric Insurance Limited 

(NEIL), which provides property and accidental outage insurance 

coverage for Duke Energy's nuclear facilities under three policy 

programs: 

Primary Property Insurance. 

This policy provides $500 million of primaty property damage 

coverage for each of Duke Energy's nuclear facilities. 

Excess Property Insurance. 

This policy provides excess property, decontamination and 

decommissioning liability insurance: $2.25 billion forthe Catawba 

Nuclear Station and $1.0 billion each for the Oconee and McGuire 

Nuclear Stations. The Oconee and McGuire Nuclear Stations also 

share an additional $1.0 billion insurance limit above this excess. 

This shared limit is not subject to reinstatement in the event of a loss. 

Accidental Outage Insurance. 

This policy provides business interruption and/or extra expense 

coverage resulting from an accidental outage of a nuclear unit. Each 

McGuire and Catawtia 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. 

In the event of large industiy losses, NEIL's Board of Directors 

may assess Duke Energy for amounts up to 10 times its annual 

premiums. The current potential maximum assessments are: Primaty 

Property Insurance — $37 million. Excess Property Insurance — 

$43 million and Accidental Outage Insurance — $22 million. 

Pursuant to 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 qualitying accident, and second, to decontaminate 

before any proceeds can be used for decommissioning, plant repair or 

restoration. 

in the event of a loss, the amount of insurance available might 

not be adequate to cover property damage and other expenses 

incurred. Uninsured losses and other expenses, to the extent not 

recovered by other sources, could have a material adverse effect on 

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

The maximum assessment amounts include 100% of Duke 

Energy's potential obligation to NEIL for the Catawba Nuclear Station. 

However, the other joint owners of the Catawba Nuclear Station are 

obligated to assume their pro rata share of liability for retrospective 

premiums and other premium assessments resulting from the Price-

Anderson Act's excess secondary flnancial protection program of risk 

pooling, or the NEIL policies. 

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. These regulations 

can be changed from time to time, imposing new obligations on 

Duke Energy. 

Remediation Activities. 

Duke Energy and its affiliates are responsible for environmental 

remediation at various contaminated sites. These include some 
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properties that are part of ongoing Duke Energy operations, sites 

formeriy owned or used by Duke Energy entities, and sites owned by 

third parties. Remediation typically involves management qf 

contaminated soils and may involve groundwater remediation. 

Managed in conjunction with relevant federal, state and local 

agencies, activities vaty with site conditions and locations, remedial 

requirements, complexity and sharing of responsibility. If remediation 

activities involve statutory joint and several liability provisions, strict 

liability, or cost recovety or contribution actions, Duke Energy or its 

affiliates could potentially be held responsible for contamination 

caused by other parties. In some instances, Duke Energy may share 

liability associated with contamination with other potentially 

responsible parties, and may also benefit from insurance policies or 

contractual indemnities that cover some or all cleanup costs. All of 

these sites generally are managed in the normal course of business or 

affiliate operations. During 2009, Duke Energy recorded additional 

reserves associated with remediation activities at certain 

manufactured gas plant sites and it is anticipated that additional costs 

associated with remediation activities at certain of its sites will be 

incurred in the future. 

Included in Other within Deferred Credits and Other Uabilities 

and Otiier within Current Liabilities on the Consolidated Balance 

Sheets were total accruals related to extended environmental-related 

activities of approximately $65 million and $55 million as of 

DecemberSl, 2009 and DecemberSl, 2008, respectively. These 

accruals represent Duke Energy's provisions for costs associated with 

remediation activities at some of its current and former sites, as well 

as other relevant environmental contingent liabilities. Management, in 

the normal course of business, continually assesses the nature and • 

extent of known or potential environmental-related contingencies and 

records liabilities when losses become probable and are reasonably 

estimable. Costs associated with remediation activities within Duke 

Energy's regulated operations are typicalty expensed unless recovery 

of the costs is deemed probable. 

Clean Water Act 316(b). 

The EPA finalized its cooling water intake structures rule in July 

2004. The mle established aquatic protection requirements for 

existing facilities that withdraw 50 million gallons or more of water , 

per day from rivers, streams, lakes, reservoirs, estuaries, oceans, or , 

otiier U.S. waters for cooling purposes. Fourteen of the 23 coal and 

nuclear-fueled generating facilities in which Duke Energy is either a 

whole or partial owner are affected sources under that rule. On 

April 1, 2009, the U.S. Supreme Court mied In favor of the 

appellants tiiat the EPA may consider costs when determining which 

technology option each site should implement. Depending on how 

the cost-benefit analysis is incorporated into the revised EPA rule, the 

analysis could narrow the range of technology options required for 

each of the 14 affected facilities. Because of the wide range of 

potential outcomes, Duke Energy is unable to estimate its costs to 

comply at this time. 

Clean Air Interstate Rule (CAIR). 

The EPA finalized its CAIR in May 2005. The CAIR limits total 

annual and summertime NO, emissions and annual SO2 emissions 

from electric generating facilities across the Eastern U.S. through a 

two-phased cap-and-trade program. Phase 1 began in 2009 for NO^ 

and begins in 2010 for SO2. Phase 2 begins in 2015 for both NO^ 

and SO2. On March 25, 2008, the U.S. Court of Appeals for the 

District of Columbia (D.C. Circuit) heard oral argument in a case 

involving multiple challenges to the CAIR. On July 11, 2008, tiie 

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 tiie 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 modity 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. The EPA 

has Indicated that it currently plans on issulng'a proposed rule in the 

April-May 2010 timeframe. It is uncertain how long tiie current CAIR 

will remain in effect or how the new rulemaking will alter the CAIR. 

The emission controls Duke Energy is installing to comply with 

state specific clean air legislation will contribute significantly to 

achieving compliance with tiie CAIR requirements. Additionally, Duke 

Energy plans to spend approximately $75 million between 2010 and 

2014 (approximately $65 million in Ohio and $10 million in 

Indiana) to comply with Phase 1 of the CAIR. Duke Energy is 

currentiy unable to estimate the costs to comply with any new rule 

the EPA will issue in the future as a result of the D.C. District Court's 

December 2008 decision discussed above. The IURC issued an 

order in 2006 granting Duke Energy Indiana approximatety $1.07 

billion in rate recovety to cover its estimated Phase 1 compliance 

costs ofthe CAIR and the Clean Air Mercuty Rule in Indiana. Duke 

Energy Ohio will recover most of the depreciation and financing costs 

related to environmental compliance projects for 2009-2011 through 

its ESP. 

Coal Combustion Product (CCP) Management. 

Duke Energy currently estimates that it will spend approximately 

$373 million over the period 2010-2014 to install synthetic caps and 

liners at existing and new CCP landfills and to convert some of its CCP 

handling systems from wet to dry systems. The EPA and a number of 

states are considering additional regulatory measures that will contain 

specific and more detailed requirements for the management and 

disposalof coal combustion products, primarily ash, from Duke 

Energ/'s coal-fired power plants. The EPA has indicated that it intends 

to propose a mle early in 2010. Additional laws and regulations under 

consideration which more stringentty regulate coal ash, including the 

potential regulation of coal ash as hazardous waste, will likely increase 

costs for Duke Energy's coal facilities. Duke Energy is unable to 

estimate its potential costs at tills time. 
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Litigation 

ti&N Source Review (NSR). 

In 1999-2000, the U.S. Department of Justice (DOJ), acting on 

behalf of the EPA and joined by various citizen groups and states, 

filed a number of complaints and notices of violation against multiple 

utilities across the countty for alleged violations of the NSR provisions 

of the Clean Air Act (CAA). Generally, the government alleges that 

projects performed at various coal-fired units were major 

modifications, as defined in the CAA, and that the utilities violated the 

CAA when they undertook those projects without obtaining permits 

and installing the best available emission controls for.SOj, NOx and 

particulate matter. The complaints seek Injunctive relief to require 

installation of pollution control technology on various generating units 

tiiat allegedly violated the CAA, and unspecified civil penalties in 

amounts of up to $32,500 per day for each violation. A number of 

Duke Energy's plants have been subject to these allegations. Duke 

Energy asserts that there were no CAA violations tecause 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 in the U.S. District Court in Greensboro, North Carolina. The 

EPA claims that 29 projects performed at 25 of Duke Energy's coal-

fired units in the Carolinas violate these NSR provisions. Three 

environmental groups have inten/ened in the case. In August 2003, 

the trial court issued a summaty judgment opinion adopting Duke 

Energy's legal, positions on the standard to be used for measuring an 

increase in emissions, and granted judgment in favor of Duke Energy. 

The trial court's decision was appealed and ultimately reversed and 

remanded for trial by the U.S. Supreme Ctourt. At trial, Duke Energy 

will continue to assert that the projects were routine or not projected 

to increase emissions. No trial date has been set. 

In November 1999, the U.S. brought a lawsuit in the U.S. 

Federal District Ckjurt for the Southern District of Indiana against 

Cinergy, Duke Energy Ohio, and Duke Energy Indiana alleging 

various violations ofthe CAA for various projects at six Duke Energy 

owned and co-owned generating stations in the Midwest. Three 

northeast states and two environmental groups have intervened in the 

case. A juty trial commenced on May 5, 2008 and jury verdict was 

returned on May 22, 2008. The juty found in favor of Cinergy, Duke 

Energy Ohio and Duke Energy Indiana on all but three units at 

Wabash River. Additionally, the plaintiffs had claimed that Duke 

Energy violated, an Administrative Consent Order entered into in 1998 

between the EPA and Cinergy relating to alleged violations of Ohio's 

State Implementation Plan provisions governing particulate matter at 

Duke Energy Ohio's W.C. Beckjord Station. 

A remedy trial for violations previously established at the 

Wabash River and W.C. Beckjord Stations was held during the week 

of February 2, 2009. On May 29, 2009; the court issued its remedy 

ruling and ordered the following relief; (i) Wabash River Units 2, 3 

and 5 to be permanently retired by September 30, 2009; 

(ii) surrender of SO2 allowances equal to tiie 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. That appeal 

is still pending. As of September 30, 2009, Wabash River Units 2, 3 

and 5 have been retired. On October 21, 2008, Plaintiffs filed a 

motion for a new liability 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 

witiiess as "retired" during the liability trial when in fact he was 

working for Duke Energy under the referenced consulting agreement 

In connection with the trial. On December 18, 2008, the court 

granted plaintiffs' motion for a new liability trial on claims for which 

Duke Energy was not previously found liable. That new trial 

commenced on May 11, 2009. On May 19, 2009, thejuty 

announced its verdict finding in favor of Duke Energy on four of the 

remaining six projects at issue. The two projects in which the jury 

found violations were undertaken at Units 1 and 3 ofthe Gallagher 

Station in Indiana. A remedy trial on those two violations was 

scheduled tocommence on January 25, 2010; however, the parties 

reached a negotiated agreement on those issues and filed a proposed 

consent decree with the court on December 22, 2009 for public 

comment and approval. The substantive terms of the proposed 

consent decree require: (i) conversion of Gallagher units 1 and 3 to 

natural gas combustion by 2013; (ii) installation of additional 

pollution controls at Gallagher units 2 and 4 by 2011; and 

(iii) additional environmental projects, payments and penalties. Duke 

Energy estimates that these and other actions in the settlement will 

cost at least $88 million. The parties anticipate that the court will 

approve and enter the consent decrees in due course. 

On April 3, 2008, the Sierra Club filed another lawsuit in the 

U .S. District Court for the Southern District of Indiana against Duke 

Energy Indiana and certain affiliated companies alleging CAA 

violations at the Edwardsport power station. On June 30, 2008, 

defendants filed a motion to dismiss, or alternatively to stay, this 

litigation on jurisdictional grounds. The District Court denied that 

motion. The defendants subsequentiy filed a motion for summaty 

judgment alleging that the applicable statute of limitations bars all of 

plaintiffe' claims. Plaintiffs filed two motions for partial summaty 

judgment requesting rulings on the applicability of certain legal 

standards. On January 26, 2010, the parties filed a joint motion to 

stay all proceedings and deadlines pending the court's ruling on the 

motions for summary judgment. On February 2, 2010, the motion to 

stay was granted, although the trial Is still set to commence on 

January 10, 2011. 

On July 3 1 , 2009, the EPA sen/ed a request for information 

under section 114 ofthe CAA on Duke Energy, Duke Energy Ohio 
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and Duke Energy Business Services, Inc., requesting infonnation 

pertaining to various maintenance projects and emissions and 

operations data relevant to the Miami Fort and W.C. Beckjord stations 

In Ohio. Duke Energy's objections and responses to the EPA's section 

114 request were filed on September 28, 2009 and Duke Energy 

continues to provide information to the EPA. 

It is not possible to estimate the damages, if any, that Duke 

Energy might incur in connection with the unresolved matters 

discussed above. Ultimate resolution of these matters relating to NSR, 

even in settiement, could have a material adverse effect on Duke 

Energy's consolidated results of operations, cash fiows orfinandal 

position. However, Duke Energy will pursue appropriate regulatory 

treatmentfor any costs incurred in connection with such resolution. 

Duke Energy Carolinas' Cliffside Unit 6 Pemiit. 

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 federal court 

alleging that Duke Energy Carolinas violated the CAA when it 

commenced construction of Cliffside Unit 6 at Cliffside Steam Station 

in Rutherford County, North Carolina without obtaining a 

detenmination 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 Juty 2008, Duke Energy Carolinas 

voluntarily performed a MACT assessment of air emission controls 

planned for Cliffside Unit 6 and submitted the results to the DENR. 

On August 8, 2008 the plaintiffs filed a motion for summary 

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 of the 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. On August 3, 2009, plaintifls filed a notice of 

appeal ofthe court's order and Duke Energy Carolinas likewise 

appealed on the grounds, among others, that the dismissal should 

have been with prejudice to any future filing. 

It is not possible to predict 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 regulatoty treatment for 

the investment in the plant. ' 

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. Disti-ict Court for the Southern 

District of New York against Cinergy, American Electric Power 

Company, Inc., American Electric Power Sen/ice Corporation, The 

Southern Company, Tennessee Valley Authority, and Xcel Energy Inc. 

A similar lawsuit was filed in the U.S. District Court for the Southern 

District of New York against the same companies by Open Space 

Institute, Inc., Open Space (ionsen/ancy. 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 COj. 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 plaintiffs have appealed this ruling to the Second 

Circuit Court of Appeals. Oral arguments were held before the Second 

Circuit Court of Appeals on June 7, 2006. In 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. 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 

Alaslcan Global Warming Lawsuit. 

On February 26, 2008, plaintiffs filed suit against Peabody Coal 

and various oil and power company defendants, including Duke 

Energy and certain of its subsidiaries. Plaintiffs, the governing bodies 

of an Inupiat village in Alaska brought the action on their own behalf 

and on behalf ofthe village's approximately 400 residents. The 

lawsuit alleges that defendants' emissions of COaConfi-ibuted 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 
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conspiracy claims. On October 15, 2009, the District Court granted 

defendants motion to dismiss and plaintiffs filed a notice of appeal. 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 claim that Duke Energy and Cinergy, along with numerous 

other utilities, oil companies, coal companies and chemical 

companies, are liable for damages relating to losses suffered by 

victims of Hurricane Katrina. Plaintiffs claim that defendants' 

greenhouse gas emissions 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. 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. 

Price Reporting Cases. 

A total of 13 lawsuits have been filed against Duke Energy 

affiliates and other energy companies. Ofthe 13 lawsuits, 11 have 

been consolidated into a single proceeding, including the case 

originally filed in Wisconsin state court in March 2009. In February 

2008, the judge in this proceeding granted a motion to dismiss one 

of the cases and entered judgment in favor of DETM. Plaintiffs' 

motion to reconsider was, in large part, denied and on Januaty 9, 

2009, the court ruled that plaintiffs jacked standing to pursue their 

remaining claims and granted certain defendants' motion for 

summary judgment. In February 2009, the same judge dismissed 

Duke Energy Carolinas from that case as well as four other of the 

consolidated cases. In November 2009, tiie judge granted 

Defendants' motion for reconsideration ofthe denial of Defendants' 

summary judgment motion in two of the remaining 10 cases to 

which Duke Energy affiliates are a party. In December 2009, 

plaintifls 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. 

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. Defendants' 

application for permission to appeal to the Tennessee Supreme Court 

was granted and oral argument occurred in November 2009. On 

Januaiy 13, 2009, another case pending in Missouri state court, 

was dismissed on the grounds that the plaintiff lacked standing to 

bring the case and the plaintiff's appeal was heard by the Missouri 

Court of Appeals In November 2009. In December 2009, the Court 

of Appeals aflirmed the trial court ruling. On February 2, 2010, 

plaintiffs' motion for rehearing and application for transfer to the 

Missouri Supreme Cburt was denied. Plaintiffs have filed a motion to 

transfer directiy for the Missouri Supreme Court. 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 of the 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. 

A settlement agreement was executed with the class plaintiffs in 

five of the 11 consolidated cases in September 2009. The settlement 

did not have a material adverse effect on Duke Energy's consolidated 

results of operations, cash flows or financial position. It is not possible 

to predict with certainty whether Duke Energy will incur any liability 

or to estimate the damages, if any, that Duke Energy might incur in 

connection with the remaining matters. 

Western Electricity Litigation. 

Plaintiffs, on behalf of themselves and others, in three lawsuits 

allege that Duke Energy affiliates, among other energy companies, 

artificially inflated the price of electricity in certain western states. Two 

of tiie cases were dismissed and plaintiffs appealed to the U.S. Ctourt 

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 plaintiffs did not 

file a petition for certiorari to the Supreme Court. Plaintiffs in the 

remaining case seek damages in unspecified amounts. It is not 

possible to predict with certainty whether Duke Energy will Incur any 

liability or to estimate the damages, if any, that Duke Energy might 

incur in connection with these lawsuits, but Duke Energy does not 

presentiy believe the outcome of these matters will have a material 

adverse effect on its consolidated results of operations, cash flows or 

financial position. 

Dul(e 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 of the conversion of tiie 

Duke Energy Company Employees' Retirement Plan into the 

Duke Energy Retirement Cash Balance Plan. The case also raises 

some Plan administration issues, alleging errors in the application of 

Plan provisions (i.e., the calculation of interest rate credits in 

1997 and 1998 and the calculation of lump-sum distributions). The 
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plaintiffs seek to represent present and former participants in the 

Duke Energy Retirement Cash Balance Plan. This group is estimated 

to include approximately 36,000 persons. The plaintiffs also seek to 

divide the putative class into sub-classes based on age. Six causes of 

action are alleged, ranging from age discrimination, to various alleged 

ERISA violations, to allegations of breach of fiduciary duty. Plaintiffs 

seek a broad array of remedies, including a retroactive reformation of 

the Duke Energy Retirement Cash Balance Plan and a recalculation 

of participants'/ beneficiaries' benefits under the revised and reformed 

plan. Duke Energy filed its answer in March 2006. A portion of this 

contingent liability was assigned to Spectra Energy in connection with 

the spin-off in Januaty 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 

summaty 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 

certitying classes for three of the remaining claims but not certifying 

their claims as to plaintiffs' fiduciary duty claims. At an unsuccessful 

mediation in September 2008, Plaintiffs quantified their claims as 

being in excess of $150 million. It is not possible to predict with 

certainty the damages, if any, that Duke Energy might incur in 

connection with this matter. 

Ohio Antitrust Lawsuit 

In January 2008, four plaintiffs, including individual, industrial 

and non-profit customers, filed a lawsuit against Duke Energy Ohio in 

federal court in the Southern District of Ohio. Plaintiffs allege that 

Duke Energy Ohio (then The Cincinnati Gas & Electric 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 denies the allegations made in the lawsuit. Following Duke 

Energy Ohio's filing of a motion to dismiss plaintiffs' claims, plaintiffs 

amended tiieir complaint on May 30, 2008. Plaintiffs now contend . 

that the contracts at issue were an illegal rebate which violate 

antitrust and Racketeer Influenced and Corrupt Organizations (RICO) 

statutes. Defendants have again moved to dismiss the claims. On 

March 3 1 , 2009, the District Court granted Duke Energy Ohio's 

motion to dismiss. Plaintiffs have filed a motion to alter or set aside 

the judgment. 

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 of the electric transmission system. The new 

assessments are based upon a flat-fee charge that fails to take into 

account the locational usage by each generator. DEIGP has been 

assessed approximately $45 million, inclusive of interest. DEIGP 

challenged the assessment in Brazilian federal court. Based on 

DElGP's continuing refusal to tender payment ofthe disputed sums, 

on April 1, 2009, ANEEL assessed an additional fine against DEIGP 

in the amount of approximately $7 million. DEIGP filed a request to 

enjoin payment of the fine and for an expedited decision on the 

merits or, alternatively, a result that all disputed sums be deposited in 

the court's registty 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 directly to the distribution companies on the approximate 

$45 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 approximately $33 million associated 

with this matter. The courtfs ruling also allowed DEIGP to make 31 

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, which was most of the assessed amount, into an 

escrow account pending resolution on the merits. 

Asbestos-related Injuries and Damages Claims. 

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 Consolidated Balance Sheets totaled 

approximately $98.0 million and $1,031 million as of December 31 , 

2009 and 2008, respectively, and are classified in Other within 

Deferred Credits and Other Liabilities and Other within Current 

Liabilities. These resen/es are based upon the minimum amount in 

Duke Energy's best estimate of the range of loss for current and future 

asbestos claims through 2027. Management tjelieves that It is 

possible there will be additional claims filed against Duke Energy 

Carolinas after 2027. 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 

2027 related to such potential claims. Asbestos-related loss estimates 

incorporate anticipated infiation, if applicable, and are recorded on an 
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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 injuty, 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 resen/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 abrogate 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 wi|l 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 $1,051 million 

in excess ofthe self insured retention. Insurance recoveries of : 

approximately $984 million and $1,032 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 , 

2009 and 2008, respectively. Duke Energy is not aware of any 

uncertainties regarding the legal sufllciency of insurance claims. 

Management believes the insurance recovety asset is probable of 

recovery as the insurance carrier continues to have a strong financial 

strength rating. 

Duke Energy Indiana and Duke Energy Ohio have also been 

named as defendants or co-defendants in lawsuits related to asbestos 

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

consolidated results of operations, cash flows orfinandal 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 and 

Duke Energy Ohio generating plants; (li) 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 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. 

Duke Energy and its subsidiaries are involved in other legal, tax 

and regulatory proceedings arising in the ordinary course.of business, 

some of which involve substantial amounts. Duke Energy believes 

that the final disposition of these proceedings will not have a material 

adverse effect on its consolidated results of operations, cash fiows or 

financial position. 

Duke Energy has exposure to certain legal matters that are 

described herein. As of December 31 , 2009 and 2008, Duke Energy 

has recorded reserves, including resen/es related to the 

aforementioned asbestos-related injuries and damages claims, of 

approximately $1 billion and $1.1 billion, respectively, for these 

proceedings and exposures. These resen/es 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 3 1 , 2009 and 2008, Duke 

Energy recognized approximately $984 million and $1,032 million, 

respectively, of probable insurance recoveries related to these losses. 

Duke Energy expenses legal costs related to the defense of loss 

contingencies as Incurred, 

other Commitments and Contingencies 

DEGS of Narrows, L.L.C. Investigation. 

In October 2006, Duke Energy began an internal investigation 

into improper data reporting to the EPA regarding air emissions under 

the NOx Budget Program at Duke Energy's DEGS of Narrows, L.L.C. 

power plant facility in Narrows, Virginia. The investigation has 

revealed evidence of falsification of data by an employee relating to 

the quality assurance testing of its continuous emissions monitoring 

system to monitor heat input and NOx emissions. In December 

2006, Duke Energy voluntarily disclosed the potential violations to 

the EPA and Virginia Department of Environmental Quality (VDEQ), 

and in Januaty 2007, Duke Energy made a full written disclosure of 

the investigation's findings to the EPA and the VDEQ. In December 

2007, the EPA issued a notice of violation. On March 19, 2009, the 

EPA advised that it will not pursue criminal charges against Duke 

Energy, and negotiations can resume resolving the civil violation of 

the CAA identified in the December 2007 notice of violation. Duke 

Energy has taken appropriate disciplinary action, including 

termination, with respect to the employees involved with the false 

reporting. 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. DEGS has 

reached an agreement in principle to settle the CAA civil violation for , 

an amount that is not material. 

General. 

As part of its normal business, Duke Energy is 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 Consolidated Balance Sheets. The 

possibility of Duke Energy having to honor its contingencies is largely 

DUKE ENERGY CORPORATION / 2009 FORM 10-K 136 



PART II 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

dependent upon future operations of various subsidiaries, investees 

and other third parties, or the occun'ence of certain future events. For 

further information see Note 17. 

In addition, Duke Energy enters 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 Ctonsolidated 

Balance Sheets. Some of tiiese arrangements may be recognized at 

market value on the Consolidated Balance Sheets as trading contracts 

or qualifying hedge positions. 

Operating and Capital Lease Commitments 

Duke Energy leases assets in several areas of its operations. 

Consolidated rental expense for operating leases Included in income 

from continuing operations was $129 million in 2009, $164 million 

In 2008 and $138 million In 2007 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 31,2009: 

(in millions) 

2010 
2011 
2012 
2013 
2014 
Thereafter 

Total future minimum lease payments 

Operating 
Leases 

$108 
78 
64 
52 
37 

197 

$536 

Capital 
Leases 

$ 26 
29 
27 
25 
22 

119 

$248 

17. 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 witii tiiird parties by enhancing the value of the 

transaction to the third party. 

As discussed in Note 1, 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-off 

remained with Duke Energy subsequent to the spin-off. Guarantees 

issued by Spectra Energy Capital, LLC (Spectra Capital) or its affiliates 

prior to the spin-off remained with 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 Spectra 

Capital is approximately $250 million. 

Duke Energy has issued performance guarantees to customers 

and other third parties that guarantee the payment and perfomiance 

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 tiie guarantees to make payments on the obligations of the less 

ttian wholly-owned entity. The maximum potential amount of future 

payments Duke Energy could have been required to make under 

these guarantees as of December 31 , 2009 was approximately 

$455 million. Of this amount, approximately $195 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 affiliates of Duke Energy. 

Approximately $285 million ofthe guarantees expire between 2010 

and 2021, with the remaining performance guarantees having no 

contractual expiration. 

Included in the maximum potential amount of future payments 

discussed above is approximately $61 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 & Sen/ices, Inc. (DE&S). These guarantees are primarily 

related to payment of lease obligations, debt obligations, and 

performance guarantees related to provision of goods and sen/ices. 

Duke Energy has received back-to-back indemnification from the 

buyer of DE&S indemnifying Duke Energy for any 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 

sen/ices agreements retained by DukeSolutions after the sale, provided 

that the buyer agreed to bear 100% ofthe performance risk and 50% 

of any other risk up to an aggregate maximum of $2.5 million (less 

any amounts paid by the buyer under the indemnity discussed 

above). Additionally, for certain performance guarantees, Duke Energy 

has recourse 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 tiiird party, as well as used 
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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 

underiying 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 approximately 

$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 approximately $70 million, which has since been 

reduced to approximately $50 million as of December 3 1 , 2009 as 

Crescent continues to complete some of 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 of the 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 tfie natureof 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 , 2009, the amounts recorded on the 

Ctonsolidated Balance Sheets for the guarantees and indemnifications 

mentioned above, including performance guarantees associated with 

projects at Crescent for which it is probable that Duke Energy will be 

required to perform, is approximately $35 million. This amount is 

primarily recorded in Other within Deferred Credits and Other 

Liabilities on the Consolidated Balance Sheets. 

18. EARNINGS PER SHARE 

Basic earnings per share (EPS) is computed by dividing net 

income attributable to Duke Energy common stockholders, adjusted 

for distributed and undistributed earnings allocated to participating 

securities, by the weighted-average number of common shares 

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 performance unit awards were exercised or settled. 

Effective Januaiy 1, 2009, Duke Energy began applying revised 

accounting guidance for EPS related to participating securities, 

whereby unvested share-based payment awards that have 

non-forfeitable 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 Energy'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 3 1 , 2009, 2008, 

and 2007. 

(in millions, except per share amounts) 
Average 

Income Shares EPS 

2009 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating 

securities — basic 

Effect of dilutive securities: 
Stock options, phantom, performance and unvested stock 

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

$1,061 1,293 $0.82 

1 

$1,061 1,294 $0.82 

2008 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating 

securities — basic 

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

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

2007 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating 

securities — basic 

Effect of dilutive securities: 
Stock options, phantom, performance and restricted stock 
Contingently convertible bond 

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

$1,276 1,265 $1.01 

2 

$1,276 1,267 $1.01 

$1,518 1,260 $1.21 

4 
1 

$1,518 1,265 $1.20 

As of December 3 1 , 2009, 2008 and 2007, approximately 

20 million, 15 million and 13 million, respectively, of stock options, 

unvested stock and performance awards were not included in the 

"effect of dilutive securities" in the above table because either the 

option exercise prices were greater tiian the average market price of •• 

the common shares during those periods, or perfomiance 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 3 1 , 2009 and 2008, Duke Energy received proceeds of 

approximately $494 million and $100 million, respectively, from the 

sale of common stock associated with these plans. 

During 2010, Duke Energy anticipates issuing approximately 

$400 million of additional authorized but previously unissued shares 

of common stock under its DRIP and other intemal plans. 

19 . STOCK-BASED COMPENSATION 

For employee awards, equity classified stock-based 

compensation cost is measured at the grant date, based on the fair 

value of the award, and is recognized as expense or capitalized as a 

component of property, plant and equipment over the requisite 

sen/ice period. 

Duke Energy's 2006 Long-Term Incentive Plan (the 2006 Plan) 

resen/ed 60 million shares of common stock for awards to employees 

and outside directors. The 2006 Plan superseded the 1998 Long-

Term Incentive Plan, as amended (the 1998 Plan), and no additional 

grants will be made from the 1998 Plan. Under the 2006 Plan, the 

exercise price of each option granted cannot be less than the market 

price of Duke Energy's common stock on the date of grant and the 

maximum option term is 10 years. The vesting periods range from 

immediate to five years. Duke Energy has historically issued new 

shares upon exercising or vesting of share-based awards. In 2010, . 

Duke Energy may use a combination of new share issuances and 

open market repurchases for share-based awards which are exercised 

or become vested; however Duke Energy has not determined with 

certainty the amount of such new share issuances or open market 

repurchases. 

Ttie 2006 Plan allows for a maximum of 15 million shares of 

common stock to be issued under various stock-based awards other 

than options and stock appreciation rights. 
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stock-Based Compensation Expense 

Pre-tax stock-based compensation expense recorded in the 

Consolidated Statements of Operations is as follows: 

(in millions) 

For the Years Ended 
DecemberSl, 

2009W 2008(3> 2007 

Stock Options 
Phantom Awards 
Performance Awards 
Other Stock Awards 

$ 2 $ 2 $ 5 
17 17 20 
20 23 12 

1 1 2 

Total $40 $43 $39 

(a) Excludes stock-based compensation cost capitalized as a component of property, plant 
and equipment of approximately $4 million and $3 million for the years ended 
December 3 1 , 2009 and 2008, respectively. 

The tax benefit associated with the stock-based compensation 

expense for the years ended December 3 1 , 2009, 2008 and 2007 

was approximately $16 million, $17 million and $15 million, 

respectively. 

stock Option Activity 

Weighted-
Weighted- Average Aggregate 

Average Remaining Intrinsic 
Options Exercise Ufe (in Value (in 

(in thousands) Price years) millions) 

Outstanding at 
DecemberSl, 2008 

Granted 
Exercised 
Forfeited or expired 

Outstanding at 
DecemberSl, 2009 

Exercisable at 
DecemberSl, 2009 

19,790 
603 

(1,822) 
(1,265) 

17,306 

16,703 

$17 
15 
13 
17 

$18 

$18 

3.1 

2.8 

$37 

$36 

Options Expected to Vest 603 $15 9.1 $ 2 

On December 3 1 , 2008 and 2007, Duke Energy had 

approximately 19 million and 20 million exercisable options, 

respectively, with a weighted-average exercise price of approximately 

$17 at each date. The total intrinsic value of options exercised during 

• the years ended December 31 , 2009, 2008 and 2007 was 

approximately $6 million, $11 million and $26 million, respectively, 

with a related tax benefit of approximately $2 million, $4 million and 

$10 million, respectivety. Cash received from options exercised 

during the years €nded December 3 1 , 2009, 2008 and 2007 was 

approximately $24 million, $30 million and $50 million, 

respectively. There were 603,015 stock options granted during the 

year ended December 31 , 2009, and no stock options granted 

during the years ended December 31 , 2008 or 2007. The options 

granted In 2009 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 2009: 

Weighted-Average Assumptions for Option Pricing 
Risk-free interest rate'̂ ' 
Expected dividend yield'''' 
Expected life^* 
Expected volatility*" 

2.0% 
,5.4% 

6.0 yrs. 
26.7% 

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

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

(c) The expected term of options is derived from historical data. 
(d) 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 w/lth 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 

Plan generally vest over periods from immediate to three years. 

Phantom stock awards issued and outstanding underthe 1998 Plan 

generally vest over periods from immediate to five years. Duke Energy 

awarded 1,095,935 shares (fair value of approximately $16 million, 

based on the market price of Duke Energy's common stock at the 

grant date) during the year ended December 31 , 2009, 

973,515 shares (fair value of approximately $17 million based on 

the market price of Duke Energy's common stock at the grant date) 

during the year ended DecemberSl, 2008, and 1,163,180 shares 

(fair value of approximately $23 million based on the market price of 

Duke Energy's common stock at the grant date) during the year 

ended DecemberSl, 2007. 

The following table summarizes Information about phantom 

stock awards outstanding at December 31 , 2009: 

Number of Phantom Stock 
Awards: 

Outstanding at 
DecemberSl, 2008 

Granted 
Vested 
Forfeited 

Outstanding at December 31, 
2009 

Phantom Stock Awards 
Expected to Vest 

Shares 
(in thousands) 

2,446 
1,096 

(1,108) 
(68) 

2,366 

2,286 

Weighted Average Grant 
Date Fair Value 

$22 
14 
21 
19 

$19 

$19 

The total grant date fair value ofthe shares vested during the 

years ended December 31 , 2009, 2008 and 2007 was 

approximately $23 million, $20 million and $31 million, 

respectively. At DecemberSl, 2009, Duke Energy had approxi

matety $8 million of unrecognized compensation cost which is 

expected to be recognized over a weighted-average period of 1.4 

years. 

DUKE ENERGY CORPORATION / 2009 FORM lO-K 140 



PART II 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

Performance Awards 

Stock-based awards issued and outstanding under both the 

2006 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 eariiest, if 

performance is met. Certain performance awards granted In 2009, 

2008 and 2007 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 performance period. For each simulation, Duke Energy's relative 

TSR associated with tiie 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 portfolio value per share. Actual life to 

date results of Duke Energy's relative TSR for each grant is 

incorporated within the model. Other performance awards not 

containing market conditions were awarded in 2009, 2008 and 

2007. The performance goal for these awards is Duke Energy's 

compounded annual growth rate (CAGR) of annual diluted EPS, 

adjusted for certain items, over a three year period. These awards are 

measured at grant date price. Duke Energy awarded 

3,426,244 shares (fair value of approximately $44 million) during 

the year ended December 3 1 , 2009, 2,407,755 shares (fair value of 

approximately $37 million) during the year ended December 31 , 

2008, and 1,534,510 shares (fair value of approximately 

$23 million) during the year ended December 31 , 2007. 

The following table summarizes information about stock-based 

performance awards outstanding at December 3 1 , 2009: 

Number of Stock-based 
Performance Awards: 

Outstanding at 
DecemberSl, 2008 

Granted 
Vested 
Forfeited 

Outstanding at December 3 1 , 
2009 

Stock-based Performance 
Awards Expected to Vest 

Shares 
(in thousands) 

4,980 
3,426 
(1,069) 

(468) 

6,869 

4,177 

Weighted Average Grant 
Date Fair Value 

$16 
13 
19 
16 

$14 

$14 

The total grant date fair value of the shares vested during the 

years ended DecemberSl, 2009, 2008 and 2007 was 

approximately $20 million, $20 million and $34 million, 

respectively. At December 31 , 2009, Duke Energy had 

approximately $28 million of unrecognized compensation cost which 

is expected to be recognized over a weighted-average period of 

1.2 years. 

other Stock Awards 

Other stock awards issued and outstanding under the 1998 

Plan vest over periods from three to five years. There \A?ere no other 

stock av\/ards issued during the years ended December 31 , 2(X)9, 

2008 or 2007. 

The following table summarizes information about other stock 

awards outstanding at December 31 , 2009: 

Number of Other Stock 
Awards:. 

Outstanding at 
DecemberSl , 2008 

Vested 
Forfeited 

Outstanding at December 3 1 , 
2009 

Other Stock Awards Expected 
to Vest 

Shares 

(in thousands) 

219 
(48) 
. (3) 

168 

162 

Weighted Average Grant 
Date Fair Value 

$29 
29 
28 

$28 

$28 

The total fair value of the shares vested during the years ended 

December 31 , 2009, 2008 and 2007 was approximatety 

$1 million, $2 million, and $2 million, respectively. At December 31 , 

2009, Duke Energy had approximately $1 million of unrecognized 

compensation cost which is expected to be recognized overa 

weighted-average period of 1.0 year. 

20. EMPLOYEE BENEFIT PUNS 

Defined Benefit Retirement Plans 

Duke Energy and its subsidiaries (including legacy Cinergy 

businesses) maintain qualified, non-contributory defined benefit 

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

balance formula. Under a cash balance formula, a plan participant 

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 iegacy 

Cinergy U.S. employees are covered under plans that use a final 

average eamings formula. Under a final average earnings formula, a 

plan participant accumulates a retirement benefit equal to a 

percentage of their highest 3-year average eamings, 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 
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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 suflicient to meet benefit payments to be paid to plan 

participants. During 2009, Duke Energy made contributions to its 

U.S. qualified pension plans of approximately $800 million. There 

were no contributions to the U.S. qualified pension plans during the 

year ended December 3 1 , 2008. Duke Energy made a contribution 

of approximately $350 million to the legacy Cinergy qualified pension 

plans during the year ended DecemberSl, 2007. 

Actuarial gains and losses are amortized over the average 

remaining service period of the active employees. The average 

remaining sen/ice period of active employees covered by the qualified 

retirement plans is 11 years. The average remaining sen/ice period of 

active employees covered by the non-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 

ofthe 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 plan assets. 

Qualified Pension Plans 

Components of Net Periodic Pension Costs: Qualified Pension 

Plans 

(in millions) 

Service cost 
Interest cost on projected benefit 

obligation 
Expected return on plan assets 
Amortization of prior service cost 
Amortization of loss 
Other 

Net periodic pension costs 

For the Years Ended 
. DecemberSl 

2009(̂ > 

$ 85 

257 
(362) 

7 
2 

17 

$ 6 

2008(a) 

$ 92 

254 
(340) 

7 
13 
20 

$ 46 

2007(̂ 1 

$ 96 

246 
(319) 

5 
32 
20 

$ 80 

(a) These amounts exclude approximately $10 million, $13 million and $17 million for 
the years ended DecemberSl, 2009, 2008 and 2007, respectively, of regulatory 
asset amortization resulting from purchase accounting adjustments associated with 
Duke Energy's merger with Cinergy in April 2005. 

Qualified Pension Plans — Other Changes in Plan Assets and 

Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income 

and Regulatory Assets'^' 

(in millions) 
For the year ended 

December 31,2009 

Regulatory assets, net decrease 
Accumulated other comprehensive (income)/loss 

Deferred income tax asset 
Actuarial gain arising during 2009 
Prior sen/ice credit arising during 2009 
Amortization of prior year actuarial losses 
Amortization of prior year prior sen/ice cost 

$(22) 

9 
(8) 
(7) 
(1) 
(4) 

Net amount recognized in accumulated other 
comprehensive (income)/loss $(11) 

(a) Excludes actuarial gains recognized in other accumulated comprehensive income of 
approximately $9 million, 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) 

Change In Projected Benefit Obligation 
Obligation at prior measurement date 
Sen/ice cost 
Interest cost 
Actuarial losses (gains) 
Plan amendments 
Obligation assumed from plan merger 
Benefits paid 

2009 

$4,161 
85 

257 
415 

(9) 
7 

(221) 

2008 

$4,301 
92 

254 
(182) 

— 
— 

(304) 

Obligation at measurement date $4,695 $4,161 

The accumulated benefit obligation was approximately 

$4,409 million and $3,823 million at December 3 1 , 2009 and 

2008, respectively. 

As of and for the Years 
Ended DecemberSl, 

(in millions) 2009 2008 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Assets received from plan merger 
Employer contributions 

$2,853 $ 4,321 
787 (1,164) 

(221) (304) 
5 — 

800 — 

Plan assets at measurement date $4,224 $ 2,853 
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Qualified Pension Plans — Amounts Recognized in the 

Consolidated Balance Sheets Consist of: 

(in millions) 

Accrued pension liability 

As of and for the Years 
Ended DecemberSl, 

2009 2008 

$(471) $(1,308) 

The following table provides the amounts related to Duke 

Energy's qualified pension plans that are refiected in Other within 

Regulatory Assets and Deferred Debits and AOCI on the Consolidated 

Balance Sheets at December 3 1 , 2009 and 2008: 

Asof DecemberSl, 

(in millions) 2009 2008 

Regulatoty assets 
Accumulated other comprehensive (income) loss 

Deferred income tax asset 
Prior sen/ice cost 
Net actuarial loss 

$909 $931 

(206) 
27 

528 

(215) 
38 

537 

Net amount recognized in accumulated other 
comprehensive (income) loss'̂ ' $349 $360 

(a) Excludes accumulated other comprehensive income of approximately $21 million and 
$12 million, respectively, net of tax, associated with a Brazilian retirement plan. 

Of the amounts above, approximately $48 million of . 

unrecognized net actuarial loss and approximately $5 million of 

unrecognized prior service cost will be recognized in net periodic 

pension costs in 2010. 

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, 

2009 . 2008 

$4,695 $4,161 
4,409 3,823 
4,224 2,853 

Qualified Pension Plans -

Accounting 

- Assumptions Used for Pension Benefits 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase (graded by age) 

2009 

5.50 
4.50 

2009 

2008 

6.50 
4.50 

2008 

2007 

6.00 
5.00 

2007 

Detemiined Expense 
Discount rate 
Salary increase 
Expected long-term rate of retum on plan assets 

6.50 
4.50 
8.50 

6.00 
5.00 
8.50 

5.75 
5.00 
8.50 

The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on a yield 

cun/e approach. Underthe yield cun/e approach, expected future 

benefit payments for each plan are discounted by a rate on a third-

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

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. 

Non-Qualified Pension Plans 

Components of Net Periodic Pension Costs: Non-Qualified Pension 

Plans 

For the Years Ended 
DecemberSl, 

(in millions) 2009 2008 2007 

Sen/ice cost $ 2 $ 2 $ 2 
Interest cost on projected benefit obligation 10 10 10 
Amortization of prior service cost 2 3 2 
Amortization of actuarial loss — 1 — 
Settlement credit (1) — — 

Net periodic pension costs $13 $16 $14 

Non-qualified Pension Plans — Other Changes in Plan Assets and 

Projected Benefit Obligations Recognized in Accumulated Other 

Comprehensive Income 

(in millions) 
For the year ended 

December 31, 2009 

Accumulated other comprehensive (income)/loss 
Deferred income tax asset 
Actuarial losses arising during 2009 
Amortization of prior year actuarial losses 
Amortization of prior year prior sen/ice cost 

$(4) 
15 
(1) 
(3) 

Net amount recognized in accumulated other 
comprehensive (income)/loss $ 7 

Reconciliation of Funded Status to Net Amount Recognized: 

Non-Qualified Pension Plans 

(in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses (gains) 
Benefits paid 

Obligation at measurement date 

As of and for the Years 
Ended DecemberSl, 

2009 2008 

$166 
2 

10 
14 

(19) 

$173 

$172 
2 

10 
(4) 

(14) 

$166 
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(in millions) 

Change In Fair Value of Plan Assets 
Benefits paid 
Employer contributions 

Plan assets at measurement date 

As of and for the Years 

Ended DecemberSl, 

2009 2008 

$(19) 

19 

$ -

$(14) 

14 

$ -

The accumulated benefit obligation was approximately 

$159 million and $154 million at December31, 2009 and 2008, 

respectively. 

Non-Qualified Pension Plans — Amounts Recognized in the 

Consolidated Balance Sheets Consist of: 

Asof DecemberSl, 

(in millions) 2009 2008 

Accrued pension liability* '̂ $(173) $(166) 

(a) Includes approximately $15 million and $20 million recognized in Other within Current 
Liabilities on the Consolidated Balance Sheets as of December 3 1 , 2009 and 2008, 
respectively. 

The following table provides the amounts related to Duke 

Energy's non-qualified pension plans that are refiected in AOCI on the 

Consolidated Balance Sheets at December 3 1 , 2009 and 2008: 

Asof DecemberSl, 

(in millions) 

Accumulated other comprehensive (income) 
loss 
Deferred income tax asset 
Prior sen/ice cost 
Net actuarial loss (gain) 

Net amount recognized in accumulated other 
comprehensive (income) loss 

' 

2009 

$(7) 
12 
8 

$13 

2008 

$(S) 
15 
(6) 

$ 6 

Of the amounts above, approximately $2 million of 

unrecognized prior sen/ice cost and approximately $1 million of 

unrecognized net actuarial loss will be recognized in net periodic 

pension costs in 2010. 

Additional Information: 

Non-Qualified Pension Plans — Information for Plans with 

Accumulated Benefit Obligation in Excess of Plan Assets 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2009 2008 

$173 $166 
159 . 154 

Non-Qualified Pension Plans — Assumptions Used for Pension 

Benefits Accounting 

(percentages) 

Benefit Obligations 

Discount rate 
Salary increase 

Determined Expense 

Discount rate 
Salary increase 

2009 

5.50 
4.50 

2009 

6.50 
4.50 

2008 

6.50 
4.50 

2008 

6.00 
5.00 

2007 

6.00 
5.00 

2007 

5.75 
5.00 

The discount rate used to determine the current year pension 

obligation and 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 cuive 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. 

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 sen/ice requirements at 

retirement, as defined in the plans. 

Duke Energy did not make any contributions to its other post-

retirement benefit plans in 2009 or 2008. During the year ended 

December 3 1 , 2007, Duke Energy contributed approximately 

$62 million to its other post-retirement benefit plans. 

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 approximately 

20 years. Actuarial gains and losses are amortized over the average 

remaining service period ofthe active employees. The average 

remaining sen/ice period of the active employees covered by the plan 

Is 12 years. 
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Components of Net Periodic Other Post-Retirement Benefit Costs 

For the Years Ended 
DecemberSl, 

(in millions) 

Service cost 
Interest cost on accumulated post-retirement 

benefit obligation 
Expected return on plan assets 
Amortization of prior service (credit) cost 
Amortization of net transition liability 
Amortization of (gain) loss 
Special termination benefit cost 
Prior period accounting true-up adjustmenfw 

2009fa> 

$ 7 

46 
(16) 

(8) 
10 
(5) 
— 
— 

2008(=> 

$ 7 

44 
(16) 

(8) 
11 
(2) 
— 

(55) 

2007(a> 

$11 

57 
(9) 
2 

10 
6 
8 

— 
Net periodic other post-retirement benefit costs $ 3 4 $(19) $85 

(a) These amounts exclude approximately $9 million, $9 millioti and $10 million forthe 
years ended December 3 1 , 2009, 2008 and 2007, respectively, of regulatory asset 
amortization resulting from purchase accounting adjustments associated with 
Duke Energ/'s merger with Cinergy in April 2006. 

(b) Represents the correction of en'ors, primarily in periods prior to 2008, related to the 
accounting for Duke 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, approximately $15 million was capitalized as a 
component of property, plant and equipment. 

The FVIedicare Prescription Drug, Improvement and 

Modernization Act of 2003 introduced a prescription drug benefit 

under Medicare as well as a federal subsidy to sponsors of retiree 

health care benefit plans. Accounting guidance Issued and adopted 

by Duke Energ/ in 2004 prescribes the appropriate accounting for 

the federal subsidy. The after-tax effect on net periodic post-retirement 

benefit cost was a decrease of $3 million in 2009, $3 million in 

2008 and $3 million in 2007. Duke Energy recognized an 

approximate $5 million and $8 million subsidy receivable as of 

December 3 1 , 2009 and 2008, respectively, which is included In 

Receivables on the Consolidated Balance Sheets. 

Other Post-Retirement Benefit Plans — Other Changes in Plan 

Assets and Projected Benefit Obligations Recognized in 

Accumulated Other Comprehensive Income, Regulatory Assets 

and Regulatory Liabilities 

(in millions) 
For the year ended 

December 31, 2009 

Regulatory assets, net increase 
Regulatory liabilities, net increase 
Accumulated other comprehensive (income)/loss 

Deferred income tax liability 
Actuarial loss arising during 2009 
Amortization of prior year prior service credit 
Amortization of prior year actuarial gains 
Amortization of prior year net transition 

liability 

$66, 
91 

(2) 
3 
2 
1 

(2) 

Net amount recognized in accumulated other 
comprehensive (income)/loss 

Reconciliation of Funded Status to Accrued Other Post-Retirement 

Benefit Costs 

(in millions) 

As of and for the Years 
Ended DecemberSl, 

2009 2008 

Change in Benefit Obligation 
Accumulated post-retirement benefit obligation at 

prior measurement date 
Sen/ice cost 
Interest cost 
Plan participants' contributions 
Actuarial gain 
Plan amendments 
Plan transfer 
Benefits paid 

. Accrued retiree drug subsidy 

$738 
7 

46 
21 

(11) 
— 
2 

(80) 
5 

$905 
7 

44 
22 

(170) 
(10) 
— 

(65) 
•5 

Accumulated post-retirement benefit obligation at 
measurement date $728 $ 738 

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 

2009 

$169 
28 

(80) 
31 
21 

2008 

$224 
(49) 
(65) 
37 
22 

Plan assets at measurement date $169 $169 

Duke Energy uses a December 31 measurement date for its 

plan assets. 

Other Post-Retirement Benefit Plans- Amounts Recognized in the 

Consolidated Balance Sheets Consist of: 

(in millions) 

Asof DecemberSl, 

2009 2008 

Accrued other post-retirement liability* '̂ $(559) $(569) 

(a) Includes approximately $3 million and $2 million recognized in Other within Current 
Uabilities on the Consolidated Balance Sheets as of December 3 1 , 2009 and 2008, 
respectively. 

$ 2 
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The following table provides the amounts related to Duke 

Energy's other post-retirement benefit plans that are reflected in Other 

within Regulatory Assets and Deferred Debits, Other within Deferred 

Credits and Other Liabilities and AOCI on the Consolidated Balance 

Sheets at December 3 1 , 2009 and 2008: 

Assumed Health Care Cost Trend Rates(=> 

(in millions) 

Asof DecemberSl, 

"2009 2008 

Regulatory assets 
Regulatory liabilities 
Accumulated other comprehensive (income)/loss: 

Deferred income tax liability 
Net transition obligation 
Prior service credit 
Net actuarial loss (gain) 

$73 
91 

$ 7 

2 4 
4 6 

(14) (16) 
3 (1) 

Net amount recognized in accumulated other 
comprehensive (income)/loss $ (5) $ (7) 

Ofthe amounts above, approximately $10 million of 

unrecognized net transition obligation, approximately $4 million of 

unrecognized gains and approximately $8 million of unrecognized 

prior sen/Ice credit (which will reduce pension expense) will be 

recognized in net periodic pension costs in 2010. 

Assumptions Used for Other Post-Retirement Benefits Accounting 

(percentages) 2009 

Detemiined Benefit Obligations 
Discount rate 5.50 

2009 

2008 2007 

6.50 6.00 

2008 2007 

Determined Expense 
Discount rate 
Expected long-term rate of return on 

plan assets 
Assumed tax rate'̂ ' 

6.50 i.OO 

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. 

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 cun/e approach. 

Under the yield cun/e approach, expected future benefit payments for 

each plan are discounted by a rate on a third-party bond yield cun/e 

corresponding to each duration. The yield 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. 

Medicare Trend 
Rate 

2009 2008 

Prescription Drug 
Trend Rate 

2009 2008 

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 tine rate reaches the 
ultimate trend rate 

8.50% 8.50% 11.00% 11.00% 

5.00% 5.00% 5.00% 5.00% 

2019 2013 2024 2022 

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

Sensitivity to Changes in Assumed Health Care Cost Trend Rates 

(in millipns) 

1-Percentage- 1-Percentage-
Point Increase Point Decrease 

Efi'ect on total sen/ice and interest costs 
Effect on post-retirement benefit obligation 

$ 3 
38 

i (2) 
(34) 

Expected Benefit Payments 

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 ofthe assets ofthe various trusts. These benefit payments 

reflect expected future sen/ice, as appropriate. 

5.75 (in millions) 

Other Post-
Qualified Non-Qualified Retirement 

Plans Plans Plans'̂ ' Total 

Years Ended December 31, 
2010 
2011 
2012 
2013 
2014 
2015- 2019 

$ 405 
423 
433 
431 
429 

2,020 

$16 
16 
15 
14 
22 
60 

$ 56 $ 477 
60 499 
61 509 
62 507 
63 514 

323 2,403 

(a) Duke Energy expects to receive future subsidies under Medicare Part D of 
approximately $4 million in each of the years 2010-2013, approximately $5 million in 
2014, and a total of approximately $24 million during the years 2015-2019. 

DUKE ENERGY CORPORATION / 2009 FORM 10-K 146 



PART II 

DUKE ENERGY CORPORATION 

Notes to Consolidated Financial Statements - (Continued) 

" ^ 

Plan Assets VEBAl 

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 qualifled 

pension plans and approximately 3% were allocated to other post-

retirement plans, as of December 3 1 , 2009 and 2008, respectively. 

The investment objective of the Master Trust is to achieve reasonable 

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

enhancing the security of beneflts for plan participants. The long-term 

rate of return of 8.5% as of December 31 , 2009 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 3.2% for U.S. 

equities, 2.0% for Non-U.S. equities, 1.0% for Global equities, 2.0% 

for fixed income securities, and 0.3% for real estate. The asset 

allocation targets were set after considering the investment objective 

and the risk profile. U.S. equities are held for their high expected 

retum. 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 lis Investments 

to the targeted allocation when considered appropriate. The following 

table presents target and actual asset allocations for the Master Trust 

at December 3 1 , 2009 and 2008: 

Target 

Percentage at 
DecemberSl, 

Allocation 2009 2008 

Asset Category 
U.S. equity securities 
Non-U.S. equity securities 
Global equity securities 
Debt securities 
Real estate and cash 

34% 33% 31% 
20 20 17 

10 
28 

9 

10 
32 

4 

10 
36 

6 

Total 100% 100% 100% 

VEBA l/ll. 

Duke Energy also Invests other post-retirement assets in the 

Duke Energy Corporation Employee Benefits Tmst (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 following tables present 

target and actual asset allocations for the VEBAs at December 3 1 , 

2009 and 2008: 

Target 

Percentage at 
DecemberSl, 

Allocation 2009 2008 

Asset Category 
U.S. equity securities 
Debt securities 
Cash 

30% 23% 20% 
45 37 40 
25 40 40 

Total 100% 100% 100% 

VEBA II 

Percentage at 
-r ^ DecemberSl, 
Target 

Allocation 2009 2008 

Asset Category 

U.S. equity securities 
Debt securities 
Cash 

Total 

50% —% 38% 
50 92 52 
— 8 10 

100% 100% -100% 

Fair Value Measurements. 

On December 31 , 2009, Duke Energy adopted tiie 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 tiie price that would be received by Duke Energy to sell an 

asset or paid to transfer a liabilily versus an entty 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 prescri

bed 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 liabilily occurs with sufficient 

frequency and volume to provide ongoing pricing information. 

Duke Energy does not adjust quoted market prices on Level 1 

for any blockage factor. 
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Level 2 — a fair value measurement utilizing inputs other tiian 

a quoted market price that are obsen/able, either directly or 

indirectly, for the asset or liabilily. 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 obsen/able for the asset or liability, 

such as interest rate cun/es and yield cun/es obsen/able at 

commonly quoted inten/als, volatilities, credit risk and default 

rates. A level 2 measurement cannot have more than an 

insignificant portion of the valuation based on unobsen/able 

inputs. 

Level 3 — any fair value measurements which include 

unobsen/able inputs for the asset or liability for more than an 

insignificant portion of the valuation. A level 3 measurement 

may be based primarily on level 2 inputs. 

The following table provides the fair value measurement 

amounts for Master Trust qualified pension and other post-retirement 

assets at December 3 1 , 2009. 

(in millions) 

Description 

Equity securities 
Corporate bonds. 
Short-term investment funds 
Partnership interests 
Real estate investment trust 
U.S. Government securities 

Other investments 
Guaranteed investment contracts 
Govem ment bonds — Foreign 
Asset backed securities 
Government and commercial 

mortgage backed securities 

Total Assets 

Total Fair 
Value 

Amounts at 

December 3 1 , 
2009(=> Level 1 Level 2 Level 3 

$2,587 $1,733 $ 
1,008 

341 
109 
64 
57 
43 
38 
33 
19 

14 

^ 
39 
— 
— 
— 
38 
— 
— 
— 

— 

831 
989 
302 

— 
— 
57 
4 

— 
32 
18 

14 

$4,313 $1,810 $2,247 

$ 23 

19 
— 

109 
64 
— 
1 

38 
1 
1 

. — 
$256 

(a) Excludes approximately $22 million In net receivables and payables associated with 
security purchases and sales. 

The following table provides the fair value measurement 

amounts for VEBA l/ll other post-retirement assets at December 3 1 , 

2009. 

Total Fair 
Value 

Amounts at 
December 31, 

(in millions) 2009 Level 1 Level 2 Level 3 

Description 

Cash and cash equivalents 
Equity securities 
Debt securities 

$27 $— $27 
12 11 1 
19 — 19 

Total Assets $58 $11 $47 

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): 

Year Ended December 3 1 , 2009 

BalanceatJanuary 1,2009 $318 

Purchases, sales, issuances and settlements (net) (23) 
Total losses, (realized arid unrealized) and other (39) 

Balance at December 31, 2009 $256 

Valuation metiiods of the primary fair value measurements , 

disclosed above are as follows: 

Investments in equity securities: 

Investments in equity securities are typically valued at the 

closing price in the principal active market as of the last business day 

of the quarter. Principal active markets for 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 effect 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. 

Investmente In equity securities with redemption resti-ictions are 

valued as level 3. 
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Investments in corporate bonds and U.S. govemment securities: 

Most debt investments are valued based on a calculation using 

interest rate cun/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. 

Investments in short-term investment funds: 

Valued at the net asset value of unite held at year end. 

Investmente In short-term Investment funds with published prices are 

valued as level 1. Investmente 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 

tiie asset manager is responsible for assuring that the valuation 

process provides Independent and reasonable property market value 

estimates. An external appraisal management firm not affiliated with 

the asset manager has been appointed to assist the Chief Real Estate 

Appraiser in maintaining and monitoring the independence and the 

accuracy of the appraisal process. 

Employee Savings Plans 

Duke Energy sponsors employee savings plans that cover 

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 5% of eligible pay per pay period. 

Duke Energy made pre-tax employer matching contributions of 

approximately $80 million in 2009, $78 million in 2008 and $68 

million in 2007. Dividends on Duke Energy shares held by the 

savings plans are charged to retained earnings when declared and 

shares held in the plans are considered outetanding in the calculation 

of basic and diluted earnings per share. 

2 1 . VARIABLE INTEREST ENTITIES 

Power Sale Special Purpose Entities (SPEs). 

Duke Energy is the primaty beneficiary of and consolidates two 

thinly-capitalized SPEs that have been created to finance and execute 

individual power sale agreemente with Central Maine Power 

Company (CMP) for approximately 45 MW of capacity, which 

expired in 2009, and 35 MW of capacity, ending in 2016. In 

addition, these SPEs have individual power purchase agreemente 

(PPA) with Duke Energy Commercial Enterprises, Inc. (DECE), 

formerly Cinergy Capital & Trading, Inc., a wholly-owned subsidiary 

of Duke Energy, to supply the power. DECE also provides various 

sen/ices, including certain credit support facilities. The following 

summarizes the structure of each entity: 

CinCap IV. 

CinCap IV was created in July 1998 to facilitate the buyout of a 

power sales agreement that Stratton,Energy Associates (Strati:on) held 

with CMP. Approximately $159 million was paid to Stratton to 

buyout that contract. This capital was raised through two debt 

tranches (approximately 96.7% of CinCap IV capitalization) and 

equity (approximately 3.3% of CinCap IV capitalization). The equity 

was provided by 1998 CinPower Trust, which is in turned owned 

90% by Barclays (3% holder) and 10% by DECE. The capitalization 

(along with certain miscellaneous fees) of CinCap IV is to be repaid 

through a monthly resen/ation payment from CMP. 

Contemporaneous witii the buyout of tiie Stratton PPA, CinCap IV 

executed a power sales agreement with CMP (Replacement PPA) to 

deliver 45 MW of capacity and energy to CMP. CinCap IV also 

executed a power purchase agreement with DECE (Supply PPA) that 

contains virtually identical terms, except for the aforementioned 

resen/ation payment and a $3 less per MWh energy charge. Cinergy 

guaranteed the performance of DECE under this PPA (with market-

based liquidated damages), but did not guarantee the payment by 

CinCap IV on ite debt obligations. This agreement expired in 2009. 

As of December, 3 1 , 2009, the balance on the Consolidated Balance 

Sheete related to CinCap IV was an insignificant amount. 

CinCap V. 

CinCap V was created in Febmary 1999 to facilitate the buyout 

of a power sales agreement that Alternative Energy (AED held with 

CMP. Approximately $95 million was paid to AEI to buyout that . 

contract. This capital was raised through two debt tranches 

(approximately 96.7% of CinCap V capitalization) and equity 

(approximately 3.3%. of CinCap IV capitalization). The equity was 

provided by two parties: (a) 90% by Franklin Life Insurance 

Company and (b) 10% by DECE. The capitalization (along with 

certain miscellaneous fees) of CinCap V is being repaid through a 

monthly resen/ation payment from CMP. Contemporaneous with the 

buyout of the AEI PPA, CinCap V executed a power sales agreement 

with CMP (Replacement PPA) to deliver 35 MW (only 25 in certain 

months) of capacity and energy to CMP through December 2016. 

CinCap V also executed a power purchase agreement with DECE 

(Supply PPA) tiiat contains virtually identical terms, except for tiie 

aforementioned resen/ation payment and a $0.50 less per MWh 

energy charge. Cinergy guarantees the performance of DECE under 

this PPA (with mari<et-based liquidated damages), but does not 

guarantee the payment by CinCap IV on ite debt obligations. 

These two SPEs meet the accounting definition of a VIE because 

the equity investment at risk In these SPEs Is Insufficient to permit the 

financing of their activities without additional subordinated financial 

support (i.e., debt financing), f^ a result of a quantitative analysis of 

the contractual, ownership, and other financial intereste in the SPEs 
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(i.e., variable intereste), Duke Energy has been deemed the primary 

beneficiaiy of these entities as it absorbs a majority of the expected 

losses of these SPEs. Accordingly, Duke Energy consolidates these 

SPEs and, as such, the transactions between DECE and the tiwo 

SPEs are eliminated in consolidation. 

As a result of the consolidation of these two SPEs, 

approximately $94 million and $117 million of notes receivable is 

included on the Consolidated Balance Sheete at DecemberSl, 2009 

and 2008, respectively. Of these amounte, $8 million and 

$24 million are included in Receivables on the Consolidated Balance 

Sheete and $86 million and $93 million are included in Notes 

Receivable on the Consolidated Balance Sheete at December 31 , 

2009 and 2008, respectively. Approximately $89 million and 

$108 million of non-recourse debt is included on the Consolidated 

Balance Sheete, of which $8 million and $19 million Is Included in 

Current Maturities of Long-Term Debt on the Consolidated Balance 

Sheete and $81 million and $89 million is included in Long-Term 

Debt on the Consolidated Balance Sheete at December 3 1 , 2009 

and 2008, respectively. In addition, miscellaneous other assete and 

liabilities are included on Duke Energy's Consolidated Balance Sheete 

at December 3 1 , 2009 and 2008. The debt was incurred by the 

SPEs to finance the buyout of the existing power contracte that CMP 

held with the former suppliers. The notes receivable is comprised of 

two separate notes with one counterparty, whose credit rating is 

BBB-1-. The cash flows from the notes receivable are designed to 

repay the debt. The first note receivable matured in August 2009, 

and had a balance of $17 million at DecemberSl, 2008, at an 

effective interest rate of 7.81%. The second note receivable, with a 

balance of $94 million and $100 million at December 3 1 , 2009 

and 2008, respectively, bears an efi'ective interest rate of 9.23% and 

matures in December 2016. 

The following table reflecte the maturities of the Notes 

Receivable as of December 3 1 , 2009: 

Notes Receivable IVIaturities 

(in millions) 

2010 
2011 
2012 
2013 
2014 
Thereafter 

$ 8 
10 
11 
IS 
15 
37 

Total $94 

Accounts Receivable Securitization. 

Cinergy Receivables Company. 

During 2002, Duke Energy Ohio, Duke Energy Indiana and 

Duke Energy Kentucky entered into an agreement to sell certain of 

their accounte receivable and related collections through Cinergy 

Receivables, a bankruptcy remote, QSPE. Cinergy Receivables is a 

wholly-owned limited liabilily company of Cinergy and was formed in 

2002 through a $5 million equity contribution by Cinergy to 

purchase certain accounte receivable of Duke Energy Ohio, Duke 

Energy Indiana and Duke Energy Kentucky. The purpose ofthe 

formation of Cinergy Receivables was to improve liquidity at the 

lowest possible financing cost. As a result ofthe securitization, Duke 

Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky sell; 

on a revolving basis, neariy all of their retail accounte receivable and a 

portion of their wholesale accounte receivable and related collections. 

The securitization transaction was stmctured to meet the criteria for 

sale accounting treatnient under the accounting guidance for 

transfers and sen/icing of financial assets and, accordingly through 

December 31 , 2009, Duke Energy did not consolidate Cinergy 

Receivables and the transfers of receivables were accounted for as 

sales. Accordingly, through December 3 1 , 2009, Duke Energy 

accounted for Cinergy Receivables under the equity method of 

accounting and all ofthe earnings or losses of Cinergy Receivables 

are therefore reflected in Duke Energy's consolidated earnings. 

Efi'ective with the adoption of new accounting rules related to 

consolidations and transfers and sen/icing of financial assete on 

January 1, 2010, Duke Energy began consolidating Cinergy 

Receivables. The consolidation of Cinergy Receivables resulted in 

increases in net Receivables and Short-term Debt on the Consolidated 

Balance Sheets. While the impact on the balance sheet in future 

periods will be based on the amount of receivables sold to Cinergy 

Receivables, at December 3 1 , 2009, approximately $600 million of 

receivables were sold to Cinergy Receivables, of which approximately 

$340 million was reflected in Receivables on the Consolidated 

Balance Sheete as they represented a retained interest in the 

receivables sold. Effective with the consolidation of Cinergy 

Receivables, Duke Energy no longer reflecte a retained interest in the 

receivables sold since all receivable sold to Cinergy Receivables, net 

of loss on sale, do not qualify for sale accounting treatment under the 

accounting rules for transfers and sen/icing of financial assete and, 

thus, are reflected on the Consolidated Balance Sheete. Additionally, 

effective Januaiy 1, 2010, Duke Energy's Consolidated Balance 

Sheete refiect Short-term Debt approximating the value of the sold 

receivables. The consolidation of Cinergy Receivables also impacts 

Duke Energy's Statemente of Operations as the activity of the Ginergy 

Receivables facility is now being reflected on a gross basis within 

Operating Expenses and Interest Expense versus on a net basis in 

Equity in Earnings (Losses) of Unconsolidated Afflliates. 
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The proceeds obtained from the sales of receivables are largely 

cash but do include a subordinated note from Cinergy Receivables for 

a portion of the purchase price (typically approximates 25% of the 

total proceeds). The note, which amounte to approximately 

$340 million and $292 million at December 3 1 , 2009 and 2008, 

respectively, is subordinate to senior loans that Cinergy Receivables 

obtains from commercial paper conduite controlled by unrelated 

financial institutions. Cinergy Receivables provides credit 

enhancement related to senior loans in the form of over-

coliateralization of the purchased receivables. However, the over-

collateralization is calculated monthly and does not extend to the 

entire pool of receivables held by Cinergy Receivables at any point in 

time. As such, these senior loans do not have recourse to all assete of 

Cinergy Receivables. These loans provide the cash portion ofthe 

proceeds paid to Duke Energy Ohio, Duke Energy Indiana and 

Duke Energy Kentucky. 

This subordinated note is a retained interest (right to receive a 

specified portion of cash flows from the sold assets) under the 

accounting guidance for transfers and servicing of financial assete 

and is classified within Receivables in the accompanying 

Consolidated Balance Sheete at December 31 , 2009 and 2008. In 

addition, Duke Energy's investment in Cinergy Receivables 

constitutes a purchased beneficial interest (purchased right to receive 

specified cash flows, in this case residual cash flows), which is 

subordinate to the retained intereste held by Duke Energy Ohio, 

Duke Energy Indiana and Duke Energy Kentucky. Effective 

January 1, 2010, witii the consolidation of Cinergy Receivables, this 

subordinated retained interest as of December 3 1 , 2009 will be 

replaced on the Consolidated Balance Sheete with the previously 

transferred accouiite receivable balances. 

In 2008, Cinergy Receivables and Duke Energy Ohio, Duke 

Energy Kentucky and Duke Energy Indiana amended the governing 

purchase and sale agreement to allow Cinergy Receivables to convey 

ite bankrupt receivables to the applicable originator for consideration 

equal to the fair market value of such receivables as of the disposition 

date. The amount of bankrupt receivables sold is limited to 1% of 

aggregate sales of the originator during the most recentiy completed 

12 month period. Cinergy Receivables and Duke Energy Ohio, Duke 

Energy Kentucky and Duke Energy Indiana completed a sale under 

this amendment in 2008. 

Per the governing purchase and sale agreement, Cinergy 

Receivables is required to maintain a minimum net worth of 

$3 million. In December 2008, Cinergy Receivables recorded a 

$15 million increase in ite provision for uncollectible accounte which 

reduced ite net worth below the $3 million threshold. During the first 

quarter of 2009, Cinergy Infused approximately $3.5 million of 

equity into Cinergy Receivables to remedy the net woriji deficiency. In 

June 2009, Cinergy Receivables recorded a $5 million increase in ite 

provision for uncollectible accounts which reduced ite net worth 

below the $3 million threshold. During July 2009, Cinergy infused 

$7 million of equity into Cinergy Receivables to remedy the net worth 

deficiency. In December 2009, Cinergy Receivables recorded a 

$3 million increase in ite provision for uncollectible accounte which -

reduced ite net worth below the $3 million threshold. During 

Febnjary 2010, Cinergy infused approximately $6 million of equity 

into Cinergy Receivables to remedy the net worth deficiency. The 

greater amount of receivables in arrears is partially atiiributable 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-

temporary impairment has occurred. 

Duke Energy Ohio retains sen/icing responsibilities for ite role as 

a collection agent on the amounte due on the sold receivables. 

However, Cinergy Receivables assumes the risk of collection on the 

purchased receivables without recourse to Duke Energy Ohio, 

Duke Energy Indiana and Duke Energy Kentucky in the event of a 

loss. While no direct recourse to Duke Energy Ohio, Duke Energy 

Indiana and Duke Energy Kentucky existe, these entities risk loss in 

the event collections are not sufficient to allow for full recovery of their 

retained intereste. No sen/icing asset or liability is recorded since the 

sen/Icing fee paid to Duke Energy Ohio approximates a market rate. 

The carrying values of the retained intereste are determined by 

allocating the carrying value of the receivables between the assete 

sold and the intereste retained based On relative fair value. The key 

assumptions used in estimating the fair value for 2009 were an 

anticipated credit loss ratio of 0.6%, a discount rate of 2.7%. and a 

receivable turnover rate of 11.6%. The key assumptions used in 

estimating the fair value for 2008 were an anticipated credit loss ratio 

of 0.6%, a discount rate of 5.3% and a receivable turnover rate of 

11.4%. Because (1) the receivables generally turnover in less than 

two months, (ii) credit losses are reasonably predictable due to the 

broad customer base and lack of significant concentration, and 

(Hi) the purchased beneficial interest is subordinate to all retained 

interests and thus would absorb losses first, the allocated bases of the 

subordinated notes are not materially different than their face value. 

The hypothetical effect on the fair value of the retained intereste 

assuming both a 10% and a 20% unfavorable variation in credit 

losses or discount rates is not material due to the short turnover of 

receivables and historically low credit loss history. Interest accrues to 

Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky 

on the retained intereste using the accretable yield method, which 

generally approximates the stated rate on the notes since the 

allocated basis and the face value are neariy equivalent. Duke Energy 

records income from Cinergy Receivables in a similar manner. An 

impairment charge would be recorded against the canying value of 

both the retained interests and purchased beneficial interest in the 

event it is determined that an other-than-temporary impairment has 

occurred. 
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The following table shows the gross and net receivables sold, 

retained intereste, purchased beneficial interest, sales, and cash flows 

during the years ended December 31 , 2009 and 2008: ' 

(in millions) 

Receivables sold as Of December 3 1 , 
Less: Retained intereste 

Net receivables sold as of December 3 1 , 

Purchased beneficial interest 
Sales 

Receivables sold 
Loss recognized on sale 
Casii flows 
Cash proceeds from receivables sold 
Collection fees received 
Return received on retained intereste 

2009 

$ 619 
340 

$ 279 

$ -

$ 5,506 
43 

$ 5,416 
3 

27 

2008 

$ 748 
292 

$ 456 

$ . -

$5,717 
60 

$ 5,564 
. 3 

37 

Cash flows from the sale of receivables are reflected within 

Operating Activities on the Consolidated Statemente of Cash Flows. 

Collection fees received in connection with the sen/icing of 

transferred accounte receivable are included in Operation, maintena

nce and other on the Consolidated Statemente 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 history, late 

charge history, and turnover history on the sold receivables, as well 

as a component for the time value of money. The discount rate, or 

component for the time value of money, is calculated monthly by 

summing the prior month-end LIBOR rate plus a fixed rate of 2.39%. 

Duke Energy Receivables Finance Company. 

See Note 15 for further information. 

22. OTHER INCOME AND EXPENSES, NET 

The componente of Other Income and Expenses, net on the 

Consol idated Statemente of Operations for the years ended 

December 3 1 , 2009, 2008 and 2007 are as follows: 

(in millions) 

lncome/(Expense): 
Interest income 
Foreign exchange gains (losses)'* 
AFUDC equity 
Deferred returns 
Impairmente of available-for-sale 

securities** 
Other 

Total •' 

For the years 

2009 

$ 7 7 
23 

153 
(7) 

— 
38 

' $284 

ended DecemberSl, 

2008 

$130 
(20) 
148 
(11) 

(13) 
(2) 

$232 

2007 

$192 
14 
69 

(15) 

— 
11 

$271 

(a) Primarily relates to International Energ/'s remeasurement of certain cash and debt 
balances into the functional currency. 

(b) See Note 10 for additional information. 

23. SUBSEQUENT EVENTS 

For information on subsequent evente related to regulatory 

mati;ers, investinente in unconsolidated affiliates and related party 

transactions, commitmente and contingencies and variable interest 

entities, see Notes 4 ,12, 16 and.21, respectively. 

In Januaty 2010, Duke Energy announced plans to offer a 

voluntaty severance plan to approximately 8,750 eligible employees. 

As this is a voluntary plan, all severance benefite offered under this 

plan are considered special termination benefite under GAAP. Special 

termination benefite are measured upon employee acceptance and 

recorded immediately absent a significant retention period. If a 

significant retention period existe, the cost ofthe special termination 

benefite are recorded ratably over the remaining sen/ice periods of tiie 

affected employees. The window for employees to request to 

voluntarily end their employment under this plan opened on 

February 3, 2010 and closed on February 24, 2010 for 

approximately 8,400 eligible employees. For employees affected by 

the consolidation of Duke Energy's corporate functions in Charlotte, 

North Carolina, as discussed further below, the window will close 

March 3 1 , 2010. Duke Energy currentiy estimates severance 

paymente associated with this voluntaty plan, based on employees' 

requeste to voluntarily end their employment received through 

Februaty 24, 2010, of approximately $130 million. However, until 

management of Duke Energy approves the requeste, it resen/es the 

right to reject any request to volunteer based on business needs and/ 

or excessive participation. 

In addition, in Januaty 2010, Duke Energy announced that it 

will consolidate certain corporate office functions, resulting in 

transitioning over the next two years of approximately 350 positions 

from ite offices in the Midwest to ite corporate headquarters in 

Chariotte, 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 reduced 

severance benefit would be paid under Duke Energy's ongoing 

severance plan. Management cannot currentiy estimate the coste, if 

any, of severance benefite which will be paid to ite employees due to 

this office consolidation. 

Additionally, Duke Energy believes that it is possible that the 

voluntaty severance plan may trigger setiilement accounting or 

curtailment accounting with respect to ite pension and other post-

retirement benefit plans. At this time, management is unable to 

determine the likelihood that settlement or curtailment accounting will 

be triggered. 
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24. QUARTERLY FINANCIAL DATA (UNAUDITED) 

(in millions, except per share data) 
First 

Quarter 
Second 
Quarter 

Third Fourth 
Quarter Quarter Total 

2009 
Operating revenues 
Operating income 
Net income afl:ributable to Duke Energy Corporation 
Eamings per share: 

Basic*̂ ' 
Diluted<3> 

2008 
Operating revenues 
Operating income 
Income before extraordinary items 
Net income attributable to Duke Energy Corporation 
Earnings per share (before extraordinaty items): 

Basic<a) 
Diluted'^' 

Earnings per share: 
Basic'a' 

Diluted'^' 

$3,312 
681 
344 

$ 0.27 
$ 0.27 

$3,337 
751 
465 
465 

$ 0.37 
$ 0.37 

$ 0.37 
$ 0.37 

$2,913 
528 
276 

$ 0.21 
$ 0.21 

$3,229 
683 
351 
351 

$ 0.28 
$ 0.28 

$ 0.28 
$ 0.28 

$3,396 
445 
109 

$ 0.08 
$ 0.08 

$3,110 $12,731 
595 2,249 
346 1,075 

$ 0.26 
$ 0.26 

0.17 
0.17 

0.17 
0.17 

$ 0.21 
$ 0.21 

$ 0.26 
$ 0.26 

0.83 
0.83 

$3,508 $3,133 $13,207 
577 500 2,511 
215 260 1,291 
215 331 1,362 

1.03 
1.02 

1.08 
1.07 

(a) Quarterly EPS aniounts are meant to be stand-alone calculations and are not always additive to full-year amount due to rounding. 

During the first quarter of 2009, Duke Energy recorded the 

following unusual or infrequently occurring item: an approximate 

$33 million charge associated with performance guarantees issued 

on behalf of Crescent (see Note 17). 

During the second quarter of 2009, Duke Energy recorded the 

following unusual or infrequently occurring item: an approximate 

$33 million charge associated with an adverse ruling on prior year's 

transmission fees in Brazil (see Note 16). 

During the third quarter of 2009, Duke Energy recorded the 

following unusual or infrequently occurring items: an approximate 

$371 million non-cash goodwill impairment charge related to the 

non-regulated Midwest generation reporting unit to write-down tiie 

value of the goodwill to the estimated fair value (see Note 11); and 

an approximate $42 million of pre-tax impairment charges related to 

certain generating assete In the Midwest to write-down the value of 

these assete to their estimated fair value (see Note 11). 

During the fourth quarter of 2009, Duke Energy recorded the 

following unusual or infrequently occurring item: an approximate 

$18 million pre-tax impairment charge to write-down tiie carrying 

value of Intemational Energ/'s investment in Attiki (see Note 12). 

During the first quarter of 2008, Duke Energy recorded the 

following unusual or infrequently occurring item: Duke Energy's 

proportionate share of impairment charges recorded by Crescent, 

which amounted to a pre-tax charge of approximately $11 million 

(see Note 12). 

During the second quarter of 2008, Duke Energy recorded the 

following unusual or infrequently occurring items: Duke Energy's 

proportionate share of impairment charges recorded by Crescent, 

which amounted to a pre-tax charge of approximately $113 million 

(see Note 12); an approximate $23 million pre-tax gain related tothe 

sale of Brownsville (see Note 13); and an approximate $4 million 

charge related to other-than-temporaty impairment of investinente in 

auction rate securities (see Note 10). 

During the third quarter of 2008, Duke Energy recorded the 

following unusual or infrequentiy occum"ng items: Duke Energy's 

proportionate share of impairment charges recorded by Crescent, , 

which amounted to a pre-tax charge of approximately $114 million 

(see Note 12); and an approximate $82 million pre-tax impairment 

charge related to emission allowances (see Note 11). 

During the fourth quarter of 2008, Duke Energy recorded the 

following unusual or Infrequently occurring item: an approximate 

$67 million after-tax (approximately $103 million pre-tax) 

extraordinaty gain related to the reapplication of regulatory accounting 

ti-eatment to certain operations of Commercial Power (see Note 1). 

DUKE ENERGY CORPORATION / 2009 FORM lO-K 153 



PARTI 

DUKE ENERGY CORPORATION 

Schedule I — Condensed Parent Company Financial Statements 

Ck)ndensed Statements of Operations 

Earnings per share (from continuing operations) 
Basic 
Diluted 

Earnings (loss) per share (from discontinued operations) 
Basic 
Diluted 

Eamings per share (before extraordinary items) 
Basic .. 
Diluted 

Earnings per share (from extraordinary items) 
Basic 
Diluted 

Earnings per share 
Basic 
Diluted 

Dividends per share 
Weighted-average shares outetanding 

Basic 
Diluted 

(in millions, except per-share amounte) 

Operating Revenues 

Operating Expenses 

Operating (Loss) Income 
Equity in Earnings of Subsidiaries 
Other Income and Expenses, net 
Interest Expense 

Income Before Income Taxes 
Income Tax Benefit 

Income From Continuing Operations 
Income (Loss) From Discontinued Operations, net of tax 

Income Before Extraordinaty Items 
Extraordinaty Items, net of tax 

Net Income 

Years Ended December 3 1 , 

2009 2008 2007 

$ -

1 

(1) 
1,095 

9 
99 

1,004 
(59) 

1,063 
12 

1,075 

$1,075 

$ -

(4) 

4 
1,275 

(8) 
42 

1,229 
(50) 

1,279 
16 

1,295 
67 

$1,362 

$ 15 

(1) 

16 
1,421 

52 
23 

1,465 
(56) 

1,522 
(22) 

1,500 

$1,500 

Common Stock Data 

$ 0.82 
$ 0.82 

$ 0.01 
$ 0.01 

$ 0.83 
$ 0.83 

$ -
$ -

$ 0.83 
$ 0.83 
$ 0.94 

$ 1.01 $ 1.21 
$ 1.01 $ 1.20 

$ 0.02 
$ 0.01 

$ 1.03 
$ 1.02 

$ 0.05 
$ 0.05 

$ 1.08 
$ 1.07 
$ 0.90 

1.293 1,265 
1.294 1,267 

$ (0.02) 
$ (0.02) 

$ 1.19 
$ 1.18 

i 1.19 
i 1.18 
E 0.86 

1,260 
1,265 
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Balance Sheets 

(in millions, except per-share amounte) 

DecemberSl, 

2009 2008 

ASSETS 
Current Assets 
Cash and cash equivalente 
Short-term investmente 
Receivables 
Other 

$ 365 

1,240 
. 55 

5 
5 

894 
175 

Total current assets 1,660 1,079 

Investments and Other Assets 
Notes receivable 
Investment in consolidated subsidiaries 
Other 

450 450 
23,361 21,814 

1,099 1,106 

Total investments and other assets 24,910 23,370 

Total Assets $26,570 $24,449 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounte payable 
Notes payable and commercial paper 
Taxes accrued 

Commitments and Contingencies 
Common Stockholders' Equity 

Common Stock, $0,001 par value, 2 billion shares authorized; 1,309 million and 1,272 million shares outstanding at 
DecemberSl, 2009 and DecemberSl, 2008, respectively 

Additional paid-in capital 
Retained earnings 
Accumulated other comprehensive loss 

$ 102 $ 102 
264 
27 

Other 

Total current liabilities 

Long-term Debt 

Other Long-Term Liabilities 
Deferred income taxes 
Other 

Total other long-term liabilities 

71 

173 

2,971 

175 
1,501 

1,676 

92 

485 

1,224 

35 
1,717 

1,752 

1 1 
20,661 20,106 
1,460 1,607 
(372) (726) 

Total common stockholders' equity 21,750 20,988 

Total Liabilities and Common Stockholders' Equity $26,570 $24,449 
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Condensed Statements of Cash Flows 

(in millions) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 

Adjustments to reconcile net income to net cash (used in) provided by operating activities 

Net cash (used in) provided by operating activities 

Years Ended DecemberSl, 

2009 2008 2007 

$ 1,075 $ 1,362 $ 1,500 
(1,002) (748) (1,164) 

73 614 336 

CASH FLOWS FROIVI INVESTING ACTIVITIES 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Investment in wholly-owned subsidiary 
Notes receivable from affiliates, net 

Other 

— (1,117) (14,881) 
17 1,367 15,740 

(250) — (204) 
(272) (765) (548) 

9 (19) (7) 

Net cash (used in) provided by investing activities (496) (534) 100 

CASH FLOWS FROIVI FINANCING ACTIVITIES 
Proceeds from the: 

Issuance of long-term debt 
Issuance of common stock related to employee benefit plans 

Notes payable and commercial paper 
Dividends paid 
Other 

1,740 
519 

(269) 
(1,222) 

15 

771 
133 
112 

(1,143) 
27 

— 
50 

561 
(1,089) 

21 

Net cash provided by (used in) financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

783 

360 
5 

$ 365 

(100) 

(20) 
25 

$ - 5 $ 

(457) 

(21) 
46 

25 
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1. BASIS OF PRESENTATION 

Duke Energy Corporation (Duke Energy) is a holding company 

that conducte substantially all of ite business operations through ite 

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 ite subsidiaries 

through dividends, loans or advances. For further information, see 

Note 4 to the Consolidated Financial Statemente, "Regulatory 

Matters." Accordingly, these condensed financial statemente have 

been prepared on a parent-only basis. Under this parent-only 

presentation, Duke Energy's investmente in ite consolidated 

subsidiaries are presented under the equity method of accounting. In 

accordance with Rule 12-04 of Regulation S-X, these parent-only 

financial statemente do not include all of the information and 

footnotes required by Generally Accepted Accounting Principles 

(GAAP) in the United States (U.S.) for annual financial statemente. 

Because these parent-only financial statemente and notes do not 

include all of the information and footnotes required by GAAP in the 

U.S. for annual financial statemente, these parent-only financial 

statemente and other information included should be read in 

conjunction with Duke Energy's audited Consolidated Financial 

Statemente contained within Part II, Item 8 of this Form 10-K for the 

year ended December 3 1 , 2009. 

Duke Energy and ite subsidiaries file a consolidated federal 

Income tax return and other state and foreign jurisdictional returns 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 ite wholly-owned operating subsidiaries, where the separate 

return method is used to allocate tax expenses and benefite to the 

wholly-owned operating subsidiaries whose investments or resulte of 

operations provide these tax expenses and benefite. The accounting 

for income taxes essentially represente the income taxes that 

Duke Energy's wholly-owned operating subsidiaries would incur if 

each were a separate company filing ite own tax return as a 

C-Corporation. 

2. DEBT 

Summary of Debt and Related Terms 

(in millions) 

Unsecured debt 
Commercial paper<3) 

Total debt 
Short-term notes payable 

and commercial paper 

Total long-term debt 

^f^^' '^- DecemberSl, 
Average 

Rate Year Due 2009 2008 

4.9% 2012-2019 $2,521 $ 774 
0.4% 450 714 

2,971 1,488 

— (264) 

$2,971 $1,224 

(a) Includes $450 million as of both December 3 1 , 2009 and 2008 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 , 2009 and 10 
days as of December 31 , 2008. 

At December 3 1 , 2009, Duke Energy has guaranteed 

approximately $2.4 billion of debt issued by Duke Energy Carolinas, 

LLC, one of Duke Energy's wholly-owned operating subsidiaries. 

In August 2009, Duke Energy Issued $1 billion principal 

amount of senior notes, of which $500 million carty 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 Januaiy 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 September 2008, Duke Energy borrowed approximately 

$274 million under ite master credit facility and that amount 

remained outstanding as of December 3 1 , 2009. For additional 

information on Duke Energy's master creditfacility, see Note 15 to 

the Consolidated Financial Statements, 'Debt and Credit Facilities.' 

The loans under the master credit facility are revolving credit loans 

that currently bear interest at one-month LIBOR plus an applicable 

spread. The loan for Duke Energy has a stated maturity of June 

2012. 

In June 2008, Duke Energy Issued $500 million principal 

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

rate of 5.65% and mature June 15, 2013 and $250 million carty 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. ; 

Annual Maturities as of December 3 1 , 2009 

(in millions) 

2010 $ — 
2011 — 
2012 274 
2013 249 
2014 1,249 
Thereafter 1,199 

Total long-term debt, including current maturities $2,971 
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3. COMMITMENTS AND CONTINGENCIES 

Duke Energy and ite subsidiaries are a party to litigation, 

environmental and other matters. For further information, see Note 

16 to the Consolidated Financial Statemente, "Commitmente and 

Contingencies." 

Duke Energy has various financial and performance guarantees 

and indemnifications which are issued in the normal course of 

business. These contracte include performance guarantees, stand-by 

letters of credit, debt guarantees, surely bonds and indemnifications. 

Duke Energy enters into these arrangemente to facilitate commercial 

transactions with third parties by enhancing the value of the 

transaction to tiie third party. The maximum potential amount of 

future paymente Duke Energy could have been required to make 

under these guarantees as of December 3 1 , 2009 was 

approximately $4.3 billion. Of this amount, approximately 

$4.1 billion relates to guarantees of wholly-owned consolidated 

entities, including debt issued by Duke Energy Carolinas discussed 

above, and less than wholly-owned consolidated entities. The 

majority of these guarantees expire at various times between 2009 

and 2033, with the remaining performance guarantees having no 

contractual expiration. See Note 17 to the Consolidated Financial 

Statemente, "Guarantees and Indemnifications," for further discussion 

of guarantees Issued on behalf of unconsolidated affiliates and third 

parties. 

4. RELATED PARTY TRANSACTIONS 

Balances due to or due from related parties included In the 

Balance Sheete as of December 31 , 2009 and 2008 are as follows: 

DecemberSl, 

(in millions) 2009 2008 

Assete (Uabilities) 
Current assete due from affiliated companies'̂ **' 
Current liabilities due to affiliated companies'":' 
Non-current liabilities due to affiliated companies'* 

$ 78 $ 8 
$(101) $(100) 
$(766) $(766) 

(a) Balance excludes assets or liabilities associated with money pool arrangements, which 
are discussed below. 

(b) The balances at December 3 1 , 2009 and 2008 are classified as Receivables on the 
Balance Sheets. 

(c) The balances at December 3 1 , 2009 and 2008 are classified as Accounts Payable on 
the Balance Sheets. 

(d) The balances at December 3 1 , 2009 and 2008 are classified as Other within Other 
Long-Term Liabilities on the Balance Sheets. 

During 2007, Duke Energy began providing support to certain 

subsidiaries for their short-term borrowing needs through participation 

in a money pool arrangement. Under this arrangement, certain 

subsidiaries with short-term funds may provide short-term loans to 

affiliates 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 

$1,135 million and $863 million as of DecemberSl, 2009 and 

2008, respectively, classified within Receivables In the 

accompanying Balance Sheete. Additionally, Duke Energy had 

money pool-related receivables of $450 million classified as Notes 

Receivable within Investmente and Other Assete on the Balance 

Sheete as of both December 3 1 , 2009 and 2008. The $272 million 

increase in money pool receivables during 2009 and the $765 

million Increase during 2008 are reflected as Notes Receivable from 

Afliliates, net within Net Cash (Used in) Provided by Investing 

Activities on the Condensed Statemente of Cash Flows. In 

conjunction with the money pool arrangement, Duke Energy recorded 

Interest income of approximately $12 million, $23 million and $16 

million In 2009, 2008 and 2007, respectively, which is included in 

Other Income and Expenses, net on the Condensed Statemente 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 paymente and other activities. Amounte 

funded or received are carried as open accounte as either Investmente 

and Advances to Consolidated Subsidiaries or as Other Non-Current 

Liabilities and do not bear Interest. These amounte are included 

within Net Cash (Used in) Provided by Operating Activities on the 

Condensed Statemente of Cash Flows. 

Additionally, Duke Energy recorded $1 million of interest 

expense in 2007 associated with credit support provided to a 

subsidiaty, which is included In Interest Expense on the Condensed 

Statemente of Operations. 

During the years ended December 3 1 , 2009 and 2007, 

Duke Energy contributed approximately $250 million and 

$204 million, respectively, of capital to ite wholly-owned subsidiary, 

Cinergy Corp. Additionally, Duke Energy received dividends from 

Cinergy Corp. of $200 million in 2008 and $135 million in 2007, 

which are reflected within Net Cash (Used in) Provided by Operating 

Activities on the Condensed Statements of Cash Flows. 
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Additions: 

(in millions) 

Balance at Charged to 
Beginning Charged to Other 
of Period Expense Accounte Deductions'̂ ' 

DecemberSl, 2009: 
Injuries and damages 
Allowance for doubti'ul accounte 
Other"" 

$1,035 
42 
555 

$ 
23 
52 

$ -
9 
24 

$ 51 
26 
235 

$1,632 $ 75 $ 33 

DecemberSl, 2008: 
Injuries and damages 
Allowance for doubtful accounte 
Other"" 

$1,086 
67 
623 

34 
137 36 

$ 51 
59 
241 

Balance at 
End of 
Period 

$ 984 
48 
396 

$312 $1,428 

$1,035 
42 
555 

$1,776 $171 $ 36 $351 $1,632 

DecemberSl, 2007: 
Injuries and damages 
Allowance for doubtfutaccounte 
Other"" 

$1,184 
,94 

1,105 

5 
37 
98 

$ 16 
7 

109 

$119 
71 

689 

$1,086 
67 

623 

$2,383 $140 $132 $879 $1,776 

(a) Principally cash payments and reserve reversals. For 2007, this also includes the effects of amounts included Iri the spin-off of Spectra Energy Corp. (Spectra Energy) on January , 

(b) Principally nuclear property insurance reserves at Duke Energy Carolinas, insurance reserves at Bison Insurance Company Limited (Bison) and other reserves, included in r wi i 
Current Liabilities or Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

The valuation and resen/e amounte above do not include unrecognized tax benefite amounte or deferred tax asset valuation allowance 

amounte. 
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