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R.C. 4909.18 Application ofDuke Energy Ohio, 
Inc, 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(1)(a) 

S-1 Capital Expenditures > 5% of 
Budget (5 Years Project)-Date 
Project Started 

O.A.C. 490I-7-0I 
Appendix A, Chapter II (B)(1)(b) 

S-I Capital Expenditures > 5% of 
Budget (5 Years Project)- Estimated 
Completion Date 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(1)(c) 

S-1 Capital Expenditures > 5% of 
Budget (5 Years Project)- Total 
Estimated Construction Cost By 
Year 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(1)(d) 

S-1 Capital Expenditures > 5% of 
Budget (5 Years Project)-AFDC by 
Group 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(1)(e) 

S-I Capital Expenditures > 5% of 
Budget - Accumulated Costs 
Incurred as of Most Recent 
Catendar Year Excluding & 
Including AFDC 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)( I)(f) 

S-I Capital Expenditures >5% of 
Budget - Current Estimated Cost to 
Completion Excluding & Including 
AFDC 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(2)(a) 

S-2 Revenue Requirement (5 Years 
Project) - Income Statement 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(2)(b) 

S-2 Revenue Requirement (5 Years 
Project) - Balance Sheet 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(2)(c) 

S-2 Revenue Requirement (5 Years 
Project) - Statement of Changes 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(3)(a) 

S-2 Revenue Requirements (5 Years 
Project) - Load Forecasts (Electric 
Only) 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(3)(b) 

S-2 Not applicable (applies to telephone 
only) 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(3)(c) 

S-2 Revenue Requirement (5 Years 
Project) - Mix of Generation 
(Electric Only) 

O.A.C. 490I-7-0I 
Appendix A, Chapter II (B)(3)(d) 

S-2 Revenue Requirement (5 Years 
Project) - Mix of Fuel (Gas) 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(3)(e) 

S-2 Revenue Requirement (5 Years 
Project) - Employee Growth 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(3)(f) 

S-2 Revenue Requirement (5 Years 
Project) - Known Labor Cost 
Changes 
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O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(3)(g) 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(4) 

O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(5) 
O.A.C. 490I-7-0I 
Appendix A, Chapter II (B)(6) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(7) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(8) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (B)(9) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11 (B)(9) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(1) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11 (C)(2) 
O.A.C. 490I-7-0I 
Appendix A, Chapter II (C)(3) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(4) 
O.A.C. 4901-7-01 
Appendix A, Chapter II iC){5) 

O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(6) 

O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(7) 

O.A.C. 4901-7-01 
Appendix A, Chapter 11 (C)(8) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(9) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(IO) 
O.A.C. 4901-7-01 
Appendix A, Chapter Ii (C)(l I) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11 (C)(12) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(13) 

Schedule 

S-2 

S-2.1 

S-2.2 

S-2.3 

S-3 

S-4.1 

S-4.2 

S-4.2 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 
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Revenue Requirement (5 Years 
Project) - Capital Structure 
Requirements/Assumptions 

Not applicable - if the applicant 
utility does not release financial 
forecasts to any outside party 
Not applicable - forecast test period 

Not applicable - forecast test period 

Proposed Newspaper Notice - Legal 
Notice to Commission 
Executive Summary of Corporate 
Process 
Management Policies & Practices 

Management Policies & Practices 

Most Recent FERC Audit Report 

Current Annual Statistical Report 

Prospectuses - Most Recent 
Offering Common Stock/Bonds 
FERC Form 1 and 2, PUCO 
Annual Report 
Annual Report to Shareholders (5 
Years) 

Most Recent SEC Form 10-K, 10-
Q, & 8-K and Subsequent (Dulce 
Energy Consolidated & Dulce 
Energy Ohio Consolidated) 
Work Papers - To be Filed Hard 
Copy and Computer Disks 

Schedule C-2.1 Worksheet with 
Monthly Test Year & Totals 
CWIP in Prior Case 

Latest Certificate of Valuation fi-om 
Department of Taxation 
Monthly Sales by Rate Schedule 
Consistent with Schedule C-2.1 
Written Summary Explain Forecast 
Method for Test Year 
Explanation of Computation of 
Material & Supplies 
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O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(14) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(15) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(16) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(17) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(18) 

O.A.C. 4901-7-01 
Appendix A, Chapter 11 (C)(19) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11 (C)(20) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11 (C)(21) 

O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(22) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(23) 
O.A.C. 4901-7-01 
Appendix A, Chapter II (C)(24) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
Section A(B) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
Section A(C) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section A(D) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(B)(I) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(B)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
Section B(B)(3) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(B){4) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(B)(5) 
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Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

Supplemental 

A-1 

A-2 

A-3 

B-1 

B-2 

B-2.1 

B-2.2 

B-2.3 
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Depreciation Expenses Related to 
Specific Plant Accounts 
Federal & State Income Tax 
Information 
Other Rate Base Items Listed on B-
6 detailed information 
Copy of All Ads Charged in the 
Test Year 
Plant In-Service from the Last Date 
Certain thru Date Certain oflhe Test 
Year 
Depreciation Reserve Study Related 
to Schedule B-3 
Revised Depreciation Accrual Rates 

Breakdown of Depreciation Reserve 
from Last Date Certain thru Date 
Certain ofthe Test Year 
Information on Projects that are 
75% Complete 
Surviving Dollars by Vintage Years 

Test Year & 2 most recent Catendar 
Years Employee level by month 
Revenue Requirements - Overall 
Financial Summary 

Revenue Conversion Factor 

Calculafion of Mirrored CWIP 
Revenue 

Plant in Service - Jurisdictional Rate 
Base 

Plant in Service - Plant in Service 
(Major Property Groupings) 

Plant in Service - Plant in Service 
(By Accounts & Subaccounts) 

Plant in Service - Adjustments to 
Plant in Service 

Plant in Service - Gross Additions, 
Retirements & Transfers 
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O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(B)(6) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(B)(7) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(CXl) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(C)(2) 
O.A.C, 490I-7-0I 
Appendix A, Chapter II, 
Section B(C)(3) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(C)(4) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
Section B(C)(5) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(D)(1) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(D)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(D)(3) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(E)(I) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion B(E)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(F)(1) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion B(F)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(F)(3) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section B(G)(1) 
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B-2.4 

B-2.5 

B-3 

B-3.1 

B-3.2 

B-3.3 

B-3.4 

B-4 

B-4.1 

B-4.2 

B-5 

B-5.1 

B-6 

B-6.1 

B-6.2 

B-7 
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Plant in Service - Lease Property 

Plant in Service - Property Excluded 
fi-om Rate Base 

Depreciafion - Reserve for 
Depreciation 

Depreciation - Adjustment to 
Reserve for Depreciafion 

Depreciation - Accrual Rates & 
Reserve Balances by Accounts 

Depreciation Reserve Accruals, 
Retirements & Transfers 

Depreciation Reserve & Expenses 
for Lease Property 

CWIP-Less Maintenance Projects, 
Identiiy Replacement 

CWIP - Percent Completed (Time) 

CWIP - Percent Completed 
(Dollars) 

Allowance for Working Capital 

Miscellaneous Working Capital 
Items 

Other Rate Base Item Summary 

Adjustments to Other Rate Base 
Items 

Contributions in Aid of 
Construction 

Allocafion Factors - Jurisdictional 
Factors 
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Appendix A, Chapter II, 
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Section B(I) 
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Appendix A, Chapter II, 
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Appendix A, Chapter 11, 
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Appendix A, Chapter II, 
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Appendix A, Chapter II, 
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O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(C)(2) 
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B-7.1 

B-7.2 

B-8 

B-9 

C-1 

C-2 

C-2.1 

C-3 

C-3.1 

C-3.2 

C-3.3 

C-3.4 

C-3.5 

C-3.6 

C-3.7 

C-3.8 
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Allocation Factors - Jurisdictional 
Statistics 

Allocation Factors - Explain Change 
in Allocation Procedures 

Gas Data 

Mirrored CWIP Allowances 

Jurisdictional Proforma Income 
Statement 

Detailed Jurisdicfional Adjusted Net 
Operating Income 

Jurisdicfional Allocation -
Operating Revenues & Expenses by 
Account 
Summary of Adjustments to 
Jurisdicfional Net Operafing Income 

Normalize Revenue & Expense 

Eliminate DSM/EE Revenue and 
Expense 

Rate Case Expense 

Annualize Test Year Wages 

Annualize Depreciation Expense 

Annualize Interest on Customer 
Service Deposits 

Eliminate Rider DRJ revenue and 
Expense 

Annualize Property Tax 
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Appendix A, Chapter II, 
Section C(C){2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(CX2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 

O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
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C-3.9 

C-3.10 

C-3.11 

C-3.12 

C-3.13 

C-3.14 

C-3,15 

C-3.16 

C-3.17 

C-3.18 

C-3.19 

C-3.20 

C-3.21 

C-3.22 

C-3.23 

,ilrm:¥^^ 
Service Company Allocations 

Normalize Interest Expense 
Deduction 

EEI Expense Adjustment 

Eliminate State Tax Rider Revenue 
and Expense 

Eliminate Expenses Associated with 
Hartwell 

Eliminate Non-jurisdictional 
Expense 

Adjust PUCO/OCC Assessments 

Adjust Uncollectible Expense 

Annualize Pension and Benefits 
Expense 

Annualize FICA Tax Expense 

Annualize Unemployment Tax 
Expense 

Reserved for Future Use 

Reserved for Future Use 

Regulatory Asset Amortizafion 

Merger Make Whote Adjustment 



Duke Energy Ohio, Inc. 
Case No. 12-1685-GA-AIR, etaL 
Standard Filing Requirements 

Table of Contents 

9 

9 

9 

9 

9 

9 

9 

9 

9 

9 

9 

9 

9 

9 

9 

Tab 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

> ^ ^ " 1 Y ^ ^ ^ ^ ^ * ^ ^ 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
Secfion C(CX2) 
O.A.C, 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(C)(2) 
O.A.C. 4901-7-01 
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Section C(D)(I) 
O.A.C. 4901-7-01 
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Appendix A, Chapter II, 
Section C(D)(3)(a) 
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Appendix A, Chapter II, 
Secfion C(D)(3)(b) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(D)(4) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(D)(5) 
O.A.C. 4901-7-01 
Appendix A, Chapter 11, 
Section C(D)(6) 

O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(D)(7) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(E)(1) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(E)(2) 
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C-3.27 

C-3.28 

C-4 

C-4.1 
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C-6 
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C-8 

C-9 

C-9.1 

C-lO.l 

C-10.2 
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Reserved for Future Use 

Amortize Smart Grid deferrals 

Adjustment for Smart Grid savings 

Adjustment for increased medical 
costs 

Amortize Gas Furnace Program 
deferrals 

Adjusted Jurisdictional Federal 
Income Taxes 

Development of Jurisdicfional 
Federal Income Taxes Before 
Adjustments 
Social and Service Club Dues 

Charitabte Contributions 

Customer Service & Informational, 
Sales Expense & General 
Advertising 
Rate Case Expenses 

Operation & Maintenance Payroll 
Cost 

Total Company Payroll Analysis by 
Employee Class 

Comparative Balance Sheet (Most 
Recent 5 Years)(Include Notes) 

Comparative Income Statement 
(Most Recent 5 Years)(Include 
Notes) 
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O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Section C(E)(3) 

O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion C(E)(3) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
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O.A.C. 4901-7-01 
Appendix A, Chapter II, 
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O.A.C. 4901-7-01 
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O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion D(B) 
O.A.C. 4901-7-01 
Appendix A, Chapter II, 
Secfion D(C) 
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Secfion D(D)(1) 
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Appendix A, Chapter II, 
Section D(D)(2) 
O.A.C, 4901-7-01 
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Section D(E) 
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C-II.I 

c-11.2 

C-11.3 

C-11.4 

C-12 

D-1 

D-l.l 

D-2 

D-3 

D-4 

D-5 

E-l 

E-2 

E-2.1 

E-3 

E-3.1 
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Statistics - Total Company 
Revenue, Customers & Average 
Revenue 

Statistics - Jurisdicfional Revenue, 
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PROFILE 

Headquartered in Charlotte, N.C., Duke Energy Corporation 
is one of the largest electric power holding companies in 
the United States. A Fortune 500 company, Duke Energy 
is listed on the New York Stock Exchange under the symbol 
DUK. More information about Duke Energy can be found at: 
www.duke-energy.com. 

FINANCIAL HIGHLIGHTS' 

(In millions, except per-share amounts and ratios) 2011 ; 2Q10 I 2009 

Operating Results 
Total operating revenues $14,529 j $14,272 i $12,731 
Net Income $ 1.714 \ $ 1,323 \ $ 1,085 
Net income attributable to Duke Energy Corporation $ 1,706 "; $ 1,320 \ $ 1,075 

Ratio of Earning to Fixed Charges 3,2 I 3.0 i 3.0 

Common Stock Data 
Shares of common stock outstanding i I 

Yea^enci 1,336 \ 1,329 \ 1,309 
Weighted average — basic 1,332 \ 1.318 i 1,293 
Weighted average —diluted 1,333 [ 1,319 1 1,294 

Reported diluted earnings per share $ 1.28 i $ 1.00 \ $ 0.83 
Adjusted diluted earnings per share $ 1.46 i $ 1.43 \ $ 1.22 
Dividends per share $ 0.99 l $ 0.97 i $ 0.94 

Balance Sheet Data 
Total assets $62,526 i $59,090 \ $57,040 
Long-term debt including capita! leases and : \ 

variable interest entities, less current maturities $18,679 i $17,935 I $16,113 
Total Duke Energy Corporation shareholders'equity $22,772 i $22,522 \ $21,750 

* Slgniflt^Rt &ansactions reflected in the results atiove include: 2011, 2010 and 2009 impairments of goadwill and omer assets (see Note 12 to the Consolidated 
Rramclal Statement, "GoDdwiSI, Intangible ftss^ and Impairments"), 

See Notes to Consolidated Financial statements in Dulse Energy's 2011 Form lO-K, 
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CHAIRMAN'S LETTER TO STAKEHOLDERS 

Vi-^iTi' i 

James E. Rogers 
Chairman, President and Ct̂ ief Executive Officer 

Dear Stakeholders: 

The cover of this year's annual report shows the pinnacle of the Duke Energy 

Center, our new corporate headquarters in Charlotte, North Carolina. It is a visible 

reminder of the stability of our company and our optimism for the future. As the 

largest building in the nation to achieve Platinum LEED certification for meeting 

stringent environmental and energy efficiency targets, it's a fitting home for a 

company committed to sustainability. 

The Duke Energy Center is 85 percent more water efficient and 21 percent 

more energy efficient than standard office buildings, it has a rooftop garden to 

reduce heating and cooling loads, and was built with organic materials to create 

a healthier interior environment. When I enter the building each morning, I'm 

reminded of our commitments to our communities and our sustainability goals. 

From this vantage point, literally and figuratively, we clearly see our challenges 

and we are well positioned to meet them. 
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C H A I R M A N ' S LETTER TO STAKEHOLDERS 

2011 was a remarl<able year in many ways, The 

achievements ofthe women and men of Duke Energy 

speak volumes about our culture of safety, customer and 

community service and excellent operational performance. 

First, we achieved constructive regulatory outcomes. In 

the Carolinas, we reached settlements to adjust customer 

rates in order to recover expenses and capital investments 

in our modernization program. State utility regulators 

approved these settlements in early 2012, and the revised 

rates are now in effect. In Ohio, we gained approval of our 

Electric Security Plan (ESP). The new ESP gives us longer-

term clarity and the strategic flexibility we need to operate 

TOTAL 
SHAREHOLDER 
RETURN 

ONE YEAR 

DUKE ENERGY CORPORATION 

THREE YEARS 

DUKE ENERGY CORPORATION 

FIVE YEARS 

OUKE ENERGY CORPORATION 

(for periods ending 
•ecember 3Z, 2011) 

PHIU^DELPHtA UTILITY 
INDEX 

S&P 500 INDEX 

2.1% 

PHILADELPHIA UTIUTY 
INDEX 

S&P 500 INDEX 

48.6% 

PHimOElPHIA UTILITY 

INDEX 

SiP 500 INDEX 

-1.2% 

in the state's market-based system at a time of historically 

low energy and capacity prices. 

Second, Duke Energy's generating fleet operated 

exceptionally well throughout the year. Based on early 

reports, our nuclear fleet had the nation's lowest total 

operating cost per kilowatt (kW) in 2011, and our 

Catawba Nuclear Station was the nation's most cost 

efficient plant. In addition, our nuclear fleet recorded 

a 92.95 percent capacity factor\ above 90 percent for 

the 12th consecutive year. Our regulated fossil fleet 

achieved commercial availability^ of 87.8 percent in 

2011. consistent with excellent past performance. For 

the third consecutive year, our Midwest gas-fired fleet 

achieved record generation levels and our U.S. commercial 

fleet exceeded its operational targets. Simply put, these 

numbers mean that our generation assets were available 

when we needed them most — and they reflect the 

discipline and diligence of our generation teams. 

Third, for the sixth consecutive year, we improved 

on an important safety metric, Total Incident Case 

Rate ,̂ which was 4 percent lower than in 2010, This 

performance reflects the success of our "safety-first" 

culture and the programs we have in place to reward 

employees for behaviors that save money and lives. In my 

letter last year, I discussed our determination to eliminate 

contractor fatalities. We succeeded in 2011, ending the 

year with no employee or contractor work-related fatalities. 

Our focus on safety will continue to be a top priority. 

Fourth, our strong financial positioning is reflected in 

our stock price, which performed exceptionally well in 

2011. Total shareholder return of 30.3 percent included 

dividends of 99 cents per share. We significantly 

outperformed the Philadelphia Utility Index (UTY), 

which returned 19.3 percent, and the S&P 500, which 

returned 2.1 percent. In fact, Duke Energy's cumulative 

three-year returns of 74,1 percent and five-year returns 

of 48.7 percent have outperformed the UTY's respective 

returns of 38.7 percent and 20.1 percent. 

1 The ratio of the average operating load of an eleclric power generating unit 
for a period of time to the capacity rating of the unit during that period. 

2 Commercial availability is the ratio ofthe margin (in dolisrs) available 
from operating a unit, compared wtth the margin if the unit is operated at 
rated capacity, 

3 Number of recordable incidents per 100 worl^ers [based on OSHA criteria), 
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"2011 was a remarkable year in many ways. The achievements 

of the women and men of Duke Energy speak volumes about 

our culture of safety, customer and community service and 

excellent operational performance." 

Merger positioning Positioned financially 

Our plans to close our announced merger with Progress 

Energy at year-end were delayed in December. The 

Federal Energy Regulatory Commission CFERC) turned 

down our proposed plan to mitigate the market power of 

the merged company in the Carolinas. On February 22, 

2012, we filed a summary of our revised mitigation plan 

with the North Carolina Utilities Commission (NCUC), 

and we expect to submit that revised plan to FERC by 

the end of March. 

We believe the revised plan responds to the concerns 

of FERC by providing for permanent transmission upgrades 

and interim firm sales of capacity and energy. The NCUC 

is reviewing the mitigation plan in advance of our filing 

with FERC. 

Throughout the merger process, our objective has been 

to strike the right balance between benefits to customers 

and shareholders. Over the coming months, both 

Duke Energy and Progress Energy will be working closely 

with the North Carolina Public Staff and the Office of 

Regulatory Staff in South Carolina to achieve that balance. 

Final agreement on the proposed mitigation efforts will 

depend on the successful resolution of appropriate state 

ratemaking treatment associated with measures in the 

revised mitigation plan and other merger-related issues. 

The U.S, Nuclear Regulatory Commission (NRC), the 

Kentucky Public Service Commission and the shareholders 

of both companies have already approved the merger, The 

closing date will depend on the successful completion of 

the regulatory approval process. 

Duhng 2011, we stayed focused on earnings and dividend 

growth, and maintaining the strength of our balance 

sheet and credit ratings. Although we did not experience 

the weather extremes that boosted sales and earnings in 

2010, we still ended 2011 with adjusted diluted earnings 

per share (EPS) of $1,46. This exceeded both our original 

adjusted diluted EPS guidance range of $1.35 to $1.40 

for the year and our increased range of $1,40 to $1,45, 

and our 2010 results of $1.43 — growing adjusted diluted 

EPS for the third consecutive year. 

In 2011, we increased our quarterly cash dividend 

to shareholders from 24.5 to 25 cents per share. Our 

dividend yield at year-end was 4.5 percent, and our 

payout ratio (based on 2011 adjusted diluted EPS of 

$1.46) was approximately 68 percent (within the 65 to 

70 percent target range set by our board of directors). 

2011 was the 85th consecutive year Duke Energy has 

paid a quarterly dividend on its common stock. 

We also continued to take advantage of historically 

low interest rates to issue new debt and refinance 

matuhng debt, in order to finance our modernization 

investments. Over the past three years, we have issued 

$7,65 billion ot fixed-rate debt in the U.S. at a weighted-

average Interest rate of approximately 4.3 percent and 

weighted-average maturity of 13 years. (This excludes 

tax-exempt financings and international/project financings.) 

We expect to issue approximately $2.2 billion of debt in 

2012. The current low-interest-rate environment helps 

us mitigate rate increases needed to recover our costs to 
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CHAIRMAN'S LETTER TO STAKEHOLDERS 

modernize our power plants and reduce our environmental 

Impacts. Our strong S&P and Moody's investment-grade 

credit ratings remained stable throughout 2011. At year-

end, our total available liquidity, which was supported by a 

new five-year, $4 billion credit facility, was approximately 

$4.5 billion, compared to $3,4 billion at the end of 2010. 

Positioned for sustainability 

The strength of our 2011 financial performance in a 

continuing weak economy underscores the hard work 

and dedication of our employees. They remained focused 

on our goals: to safely deliver affordable, reliable and 

increasingly clean energy, to provide exceptional customer 

service, and to generate solid returns for our investors. 

The women and men of Duke Energy position us 

to do business profitably, in a way that is good for 

people and the planet. This corporate commitment was 

recognized in 2011, when Duke Energy was named to the 

Dow Jones Sustainability World Index for the second year 

in a row. We were one of only 13 utilities selected out of 

102 candidates in our sector worldwide. 

We also ranked on the Dow Jones Sustainability 

North Amehca Index for the sixth consecutive year. 

You can read about our sustainability initiatives in our 

201112012 Sustainability Report, which will be available 

in AphI at www.duke-energy,com. 

We have also made good progress on meeting our 

energy efficiency goals. Throughout the nation, consumers 

are using electricity more wisely in their homes and 

businesses, due to more efficient appliances and a greater 

focus on energy conservation. Our own customers have 

benefited from Incentives that encourage them to use less 

electricity. These programs, and associated advanced 

metering, have also helped us Improve system reliability. 

Positioned for regulatory success 

Building advanced power plants — and improving the 

environmental performance of existing plants — doesn't 

come cheaply. Power plants take years to permit and 

construct, and require enormous amounts of capital. 

In fact, electric utilities are among the nation's most 

capital-intensive Industries, with one of the longest 

investment cycles. We recover those investments through 

customer rates over the operating lives of the plants, which 

span many decades. 

It is important to put these rate increases in context. 

The decisions we make today to modernize our power 

system must stand the test of time, and last several 

generations. Thanks in part to the investments we made 

in low-cost nuclear and coal-fired power plants decades 

ago, Duke Energy offers some of the most competitive 

electricity rates in the U.S. It's also worth noting that 

the real cost of electricity, averaged and adjusted for 

inflation, actually declined over the past 50 years. Not 

many industries can point to phce declines and operating 

efficiencies over such an extended period. 

By the end of 2012, however, we expect regulatory 

approval of rate increases in four of our five jurisdictions 

— to recover our modernization investments. Our objective 

is to continue to keep our customer rates as low as 

possible as we build a cleaner, more efficient power system 

to support economic growth in our service territories. 

Carolinas 

In January 2012, both the North Carolina Utilities 

Commission and the Public Service Commission of 

South Carolina gave final approval to raise rates for a 

typical residential customer by approximately 7.2 percent 

and 6.0 percent, respectively. We know this is a difficult 

time for our customers to absorb rate increases. But our 

company has made significant investments to modernize 

our power system since we last requested rate increases 

in 2009. Recovery of those investments keeps our 

balance sheet strong and allows us to access low-cost 

debt for future projects, which ultimately means savings 

for customers. 

As we complete our current construction program, 

we expect to file for additional rate increases in both 

North Carolina and South Carolina later this year, 

primarily related to our investments in the new Cliffside 

and Dan River plants. We would expect these new rates 

to go into effect in 2013. 

DUKE ENERGY CORPORATION 2 0 n ANNUAL REPORT 5 
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Indiana 

Cost pressures have challenged our Edwardsport IGCC 

project in Indiana during construction. A proposal pending 

with the Indiana Utility Regulatory Commission would 

cap our recoverable construction costs at $2.72 billion, 

excluding financing costs. This Is more than the 

$2.35 billion previously approved, but less than our 

current project estimate of $2.98 billion (also excluding 

financing costs). 

Though inten/eners to the cost increase proceedings 

have alleged the company concealed information and 

mismanaged the project, we presented a strong case on 

the company's behalf at extensive hearings before the 

Indiana commission that concluded in January, induding 

extensive testimony from independent experts. 

We believe the costs of the Edwardsport project were 

reasonabte, prudent and necessary. We do not expect a 

commission decision before the end of the third quarter 

of this year. 

Ohio 

We have spent the last year seeking longer-term clarity 

on the regulatory mechanisms for generation in Ohio, The 

returns from our Ohio retail electric business have declined 

over the past several years, as customers switched to other 

generation suppliers with lower market-based prices. 

On November 22, 2011, the Public Utilities 

Commission of Ohio (PUCO) approved a new ESP 

for Duke Energy Ohio. This ESP, which extends 

through May 2015, balances the needs of customers 

and investors, while also recognizing Ohio's preference 

for competitive markets. It ensures that our customers 

will be better able to take advantage of today's low market 

rates, and it also gives the company strategic flexibility. 

Key terms of the ESP include a three-year non-bypassable 

stability charge totaling $330 million that will be collected 

through 2014, market-based customer rates established 

through competitive auctions, and the ability to transfer 

Duke Energy Ohio generating assets to a non-regulated 

affiliate or subsidiary no later than the end of 2014. 

The first wholesale generation auction under the 

new ESP resulted in a 17.5 percent lower rate for 

a typical Duke Energy Ohio customer. Additionally, 

on January 1, 2012, we completed the move of 

the Duke Energy Ohio and Duke Energy Kentucky 

transmission systems from the Midwest Independent 

System Operator (MISO) to the PJM Interconnection 

regional transmission organization, connecting us 

with new market opportunities. 

Positioned for commercial success 

In 2011, our domestic and international commercial 

businesses contributed $984 million, or approximately 

27 percent of our total adjusted segment EBIT, due in 

large part to exceptional earnings from our international 

business. In 2012, we expect our Commercial Power 

and International businesses will deliver approximately 

25 percent of our adjusted segment net income. 

In October I visited our Duke Energy International 

operations in Peru and Brazil. I can confirm that the 

people and assets there are every bit as Impressive 

as their 2011 earnings results. It was clear to me that 

our corporate culture of safety, customer service and 

operational excellence translates seamlessly across 

our company's international operations. 

We have invested more than $2.5 billion in our 

commercial renewable energy business since 2007. 

This will be a record year for wind energy development at 

Duke Energy, as we are on schedule to complete a total of 

five large-scale wind farms located in Kansas, Pennsylvania 

and Texas. By the end of 2012, Duke Energy Renewables 

will own and operate more than 1,800 MW of wind and 

solar power, virtually all of which is underpinned by long-

term power purchase agreements with other utilities. 

In 2011, we advanced our commercial transmission 

business through formation of a joint venture with 

American Transmission Company to develop critically 

needed long-distance transmission projects across 

North Amehca. Pioneer Transmission, a Duke and 

AEP joint venture, aims to build and operate 240 miles 
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ENVIRONMENTAL LEADERSHIP 

EMISSION RATES AND GENERATION 

Duke Energy's $7 bidion modernization program fo build 
four new power plants totaling 2,700 megawatts will be 
completed by the end of 2012. The company may also 
retire 3,800 megawatts of older coa! plants by 2015. 
These projects will significantly reduce Duke Energy's 
emissions over the next six years. 

DOMESTIC COAL GENERATION PROFILE 

Duke Energy will generate less electricity from coal 
after the power plant modernization and coal plant 
retirement program is completed in 2015. Every remaining 
Duke Energy coal plant will also have scrubbers to reduce 
sulfur dioxide and mercury, and three quarters of the coal 
fleet wi» also have Selective Catalytic Reduction (SCR) 
equipment to reduce nitrogen oxide emissions. 

Projected U.S. Emission Rates and Generation* 

2012 2013 2014 2015 2016 2017 2018 

• Sulfur dioxide (SOp, Ibs./MWh 

• Carbon dioxide (CO-),. Ibs./kWh 

• Nitrogen oxides (NO^), Ibs./NMh 

;i Mercury (Hg), lbs./(GV^h x 100) 

Today 
15,2 GW 

Post Modernizat ion** 

14.6 GW 

(m 

Scrubbed and SCR • Scrubbed, No SCR 

• Potential Retirements 

'U.S. Franchised Electric and Gas. based on regulatory filings. 
''Modernization activities include both the addition of modern control 

technologies and the retirement of less-efficient units. 

of extra-high-voltage 765-kilovolt lines and related 

infrastructure in Indiana. In late 2011, the Pioneer 

partners announced plans to begin engineering, permitting 

and siting work on the first 66-mile stretch of the new 

transmission line. MISO designated this initial phase of 

work one of 17 "Multi-Value Projects" that will boost grid 

reliability, relieve congestion and help integrate electricity 

from new renewable power plants. 

Positioned for environmental leadership 

In addition to the 770 MW of new commercial wind 

projects, we will also complete our $7 billion, 2,700 MW 

regulated generation fleet modernization program in 

2012. This program advances our goals to more efficiently 

operate our regulated fleet, diversify fuel supply risk and 

meet increasingly stringent environmental regulations. Our 

plans for compliance with existing environmental permit 

commitments and new Environmental Protection Agency 

regulations currently assume potential retirements of up to 

3,800 MW of coal generation by 2015, about 20 percent 

of our current coal fleet, and new emission controls on 

our remaining coal units. 

Two of the new power plants in our modernization 

program are coai-fired, and two are fueled by natural gas. 

A 520-MW combined-cycle natural gas plant at our Buck 

Steam Station in North Carolina came on line at the end 

of 2011. The 825-MW Cliffside advanced coal-fired plant 

and the 620-MW Dan River combined-cycle natural gas 

piant, also in North Carolina, are on schedule to be in 

service this year, 
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The 61S-MW integrated gasification combined-cycle 

(IGCC) Edwardsport project in Indiana is also nearing 

completion, This plant will be one ofthe cleanest, most 

efficient coal-fired plants in the world. We are proud that 

during the construction of these plants, nearly 6,500 

construction jobs were created. 

Positioned for future generation 

Duke Energy prudently maintains a fuel-diverse portfolio 

of eiectric generating plants. Our fleet is 40.7 percent 

coal-fired, 12.9 percent nuclear, 28.1 percent oil and 

gas-fired, 15,5 percent hydro, and 2.7 percent wind and 

solar. More than 25 percent of this portfolio produces 

carbon-free electricity. Nuclear and coal-based generation 

sources comprise approximately 88 percent of our 2011 

U.S. generation as measured in megawatt-hours (MWh), 

Carbon-free nuclear energy continues to be a key 

component of our company's long-term modernization 

strategy. Throughout 2011, the U.S. Nuclear Regulatory 

Commission (NRC) closely examined our entire nation's 

nuclear fleet, following the earthquakes and subsequent 

tsunami in Japan in March. The NRC's conclusions 

support our view that nuclear energy is vital to the 

world's energy future. It is the only techno)ogy available 

today to generate carbon-free, reliable, 24/7 baseload 

electricity. We made investments to digitize protection 

systems at our Oconee station in our continuing 

commitment to upgrade and maintain the safety 

and efficiency of our nuclear fleet. 

Additionally, we are looking for ways to increase our 

nuclear generation output, A series of nuclear uprate 

projects will add additional net capacity of approximately 

100 megawatts when completed in 2014 — at a cost of 

less than $2 million per megawatt. We are also evaluating 

the option to assume a 5 to 10 percent interest in the 

V.C. Summer Nuclear Piant in South Carolina. 

Firmly committed to retaining our option to build new 

nuclear plants, we expect to receive the operating license 

for our proposed Lee t^uclear Station in South Carolina in 

2013. This two-reactor station could go on line as early 

as 2021, but only if we get appropriate construction cost 

recovery assurance from regulators in North Carolina. 

At the same time, recent discovery of vast supplies 

of domestic natural gas in the Midwest and Mid-Atlantic 

shale formations could offer greater potential for this 

already lower-cost fuel, which has roughly half the 

carbon dioxide emissions of coal. In fact, our new Buck 

gas-fired, combined-cycle plant in the Carolinas is now 

being dispatched before our largest and most efficient 

coal plants — a sign of today's historically low gas prices. 

Will this last? Commodity markets are cyclical, and 

natural gas prices have historically been highly volatile. 

Our existing and new natural gas plants enable us to take 

advantage of low natural gas prices, and our retrofitted 

and diverse fleet of coal, nuclear, hydroelectric, and 

renewable generation positions us well to minimize 

costs if natural gas prices increase. 

Outlook for 2012 and beyond 

Over the next five years, we anticipate growing our utility 

rate base by approximately $5 billion, or a compounded 

annual growth rate of around 6 percent, as we continue 

our modernization and environmental retrofit programs. 

We expect these investments to yield competitive returns 

for our investors. Expected growth in international 

markets and U.S. renewable energy will further increase 

our diversified earnings base. 

We also expect future growth from our wholesale 

origination business, where we offer competitive power 

supply options to a strong base of customers, Our 

wholesale agreements involve creditworthy counterparties, 

stable returns and formula rates tbat true up annually, 

eliminating regulatory lag. We have recently extended 

several full-requirements contracts and have attracted new 

customers as well. For example, we have partnered with 

South Carolina's largest electric cooperative to provide 

power under a long-term contract beginning in 2013. 

Our 2012 outlook assumes slow economic recovery, 

completion of our fleet modernization projects, and 

subsequent recovery of those investments in customer 

rates. We are targeting adjusted diluted earnings per share 
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"Over the next five years, we anticipate growing our utility rate 
base by approximately $5 billion, or a compounded annual growth 
rate of around 6 percent, as we continue our modernization and 
environmental retrofit programs. We expect these investments to 
yield competitive returns for our investors." 

between $1.40 and $1.45 for 2012. In addition, we 

remain focused on the following key priorities: 

a Serving our customers and delivehng strong 

operational performance 

• Increasing the quarterly dividend by approximately 

2 percent during 2012, subject to board of directors 

approval 

• Obtaining constructive regulatory outcomes in our 

pending merger with Progress Energy, in cost 

recovery for Edwardsport, and our planned rate 

cases in the Carolinas 

• Completing the remaining three major construction 

projects and significant wind energy investments, 

and 

m Continuing to support the communities in which 

we work, through leadership, investment, economic 

development and service projects. 

In closing, I'd be remiss not to recognize the 

extraordinary efforts of our employees to repair our system 

after a number of unusually violent storms in 2011. 

Duke Energy Carolinas experienced 14 "major event" days, 

the most in 16 years. Eleven of those occurred between 

April and June. Our Midwest service areas experienced 

a total of 19 major event days. In all, 70 percent of 

our customers experienced some type of storm-related 

outage in 2011. 

Our crews replaced 48 transmission towers, many 

in remote, hard-to-reach areas, and more than 2,000 

transformers, poles and switches. As they worked to 

restore power, our customer service teams worked around 

the clock to answer phones and send emails informing 

customers of our progress. When Hurricane Irene hit at the 

end of August, Duke Energy crews headed north to help 

restore other utilities' systems. And these extraordinary 

efforts were ongoing as employees took on the extra work 

of planning for the integration with Progress Energy. 

1 am thankful for the dedication of all our employees, 

and also for the expertise and wisdom provided by 

Duke Energy's leadership team and our board of 

directors. In 2011, we proved that even in the most 

extreme situations, Duke Energy Is well positioned — 

and determined — to meet our challenges. 

Thank you for your investment and interest in 

Duke Energy. 

James E. Rogers 

Chairman, President and Chief Executive Officer 

March 8, 2012 
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BOARD OF DIRECTORS 

From left to right: 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. 

Wil l iam (Bill) Barnet III 

Chairman, President and 

Chief Executive Officer 

The Barnet Company Inc. and 

Barnet Development Corp. 

Chair, Finance and Risk Management Committee 

Member, Nuclear Oversight 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 Ovefsigt̂ t Committee 

Director ofDuke Energy or its predecessor 
companies since 1991 

Michael G. Brawnrng 

Chairman and President Browning 

Investments Inc. 

Chair, Audit Committee 
f^ember, Corporate Governance Committee, 
Finance and Risk Management Committee 
Director of Duke Energy or its predecessor 
companies since 1990 

Daniel R. (Dan) DiMicco 

Chairman, President and 

Chief Executive Officer 

Nucor Corp, 

Member, Compensation Committee. Corporate 
Governance Committee 
Director ofDuke 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 Vice President, ABC Inc. and former 

President, Diversified Publishing Group of 

ABC Inc. 

Lead Director 

Chair, Corporate Governance Committee 

Member, Compensation Committee, Finance and 
R/sfr Management Committee 

Director of Ouice 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 

!\Aember. 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. Nuciear Oversight Committee 
Director of Duke Energy or its predecessor 
companies since 2009 

James T. (Jim) Rhodes 

Retired Chairman, President 

and CNief Executive Officer 

Institute of Nuclear Power Operations 

Chair, Nuciear 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 Corp. 

Director of Ouke 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 Irom 2995-200S 
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EXECUTIVE MANAGEMENT 

From left to right; Brett Carter, Rick Haviland, Marc Manly, Jennifer V̂ eber, Keith Trent, Lynn Good, Dhlaa Jamil, Jim Rogers, 
David Mohler, Catherine Heigel, Bill Tyndall, Julie Janson and Doug Esamann 

James E. (Jim) Rogers 
Chairman, President and 
Chief Executive Officer 

Brett C. Carter 
Duke Energy Carolinas 
President, North Carolina 

Douglas F (Doug) Esamann 
President ~ Duke Energy Indiana 

Lynn J. Good 
Group Executive and 
Chief Financial Officer 

Richard W. (Rick) Haviland 
Senior Vice President — Construction 
and Major Projects 

Catherine E. Heigel 
Duke Energy Carolinas 
President, South Carolina 

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 

B.Keith Trent 
Group Executive and 
President — Commercial Businesses 

William R (Bill) Tyndall 
Senior Vice President — 
Federal Government and 
Regulatory Affairs 

Jennifer L. Weber 
Group Executive, 
Human Resources and 
Corporate Relations 
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DUKE ENERGY AT A GLANCE 

U.S. FRANCHISED ELECTRIC AND GAS COMMERCIAL POWER 

Generation Diversity 
(percent owned capacity) 

Customer Diversity 
(in billed GWh sales) 

« Coal 
• Natural Gas/Fuel Oil 
• Nuclear 
• Hydro 

47% 
22% 
19% 
12% 

• Residential 
• Commercial 
• Industrial 
• Wholesale/Other 

33% 
32% 
26% 

9% 

U.S. Franchised Electric and Gas (USFE&G) consists of 

Duke Energy's regulated generation, electric and gas transmission 

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 27,400 megawatts (MW) of 

generating capacity 

• Service area covers about 50,000 square miles with an 

estimated population of 12 million 

a Service to approximately 4 million residential, commercial 

and industrial customers 

M Over 152,200 miles of distribution lines and a 20,900-

mile transmission system 

Gas Operations 

m Regulated natural gas transmission and distribution 

services to approximately 500,000 customers in 

southwestern Ohio and northern Kentucky 

Generation Diversity 
(percent ovi/ned capacity) 

• Natural Gas 
• Coal 
• Renewable 
• Other 

44% 
41% 
12% 
3% 

Commercial Power owns, 

operates and manages 

power plants, pnmarily 

located in the Midwest, 

and a renewable energy 

portfolio. Commercial Power's 

subsidiary, Duke Energy 

Retail, serves retail electric 

customers primarily 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 iVlW of power generation 

(excluding wind and solar generation assets) 

9B Duke Energy Renewables currently has over 1,000 MW 

of wind energy In operation, owns 55 MW of commercial 

solar capacity and has a significant pipeline of 

development projects 

DUKE ENERGY INTERNATIONAL 

Generation Diversity 
(percent owned capacity) 

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. DEI's 

activities target power genera

tion in Latin America. DEI also 

has an equity investment in 

National Methanol Co., a Saudi 

Arabian regional producer of 

MTBE, a gasoline additive. 

a Owns, operates or has substantial interests in 
approximately 4,300 net MW of generation facilities 

« Nearly 70 percent of DEI's generating capacity is 

hydroelectric 

• Hydro 
• Fuel Oil 
• Natural Gas 
• Coal 

58% 
19% 
11% 
2% 
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 

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," 
"guidance," "outlook" 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 growth or decline in Duke Energy's 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 
impact on Duke Energy's facilities and business from a terrorist 
attack; the inherent risks associated with the operation and 
potential construction of nuclear facilities, including 
environmental, health, safety, regulatory and financial risks; 
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 eiectric 
generation facilities and of projects undertaken by Duke Energy's 
nonregulated businesses; the results of financing efforts. 

including the Duke Energy's subsidiaries, ability to obtain 
financing on favorable terms, which can be affected by various 
factors, Including the credit ratings of Duke Energy and its 
subsidiaries 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 creditworthiness of counterparties to Duke Energy's 
transactions; employee workforce factors, including the 
potential inability to attract and retain key personnel; growth 
in opportunities for the Duke Energy and its business units, 
including the timing and success of efforts to develop domestic 
and international power and other projects; construction and 
development risks associated with the completion of the capital 
investment projects of Duke Energy and its subsidiaries in 
existing and new generation facilities, including risks related 
to financing, obtaining and complying with terms of permits, 
meeting construction budgets and schedules, and satisfying 
operating and environmental performance standards, as well 
as the ability to recover costs from ratepayers in a timely manner 
or at alt; the effect of accounting pronouncements issued 
periodically by accounting standard-setting bodies; the expected 
timing and likelihood of completion of the proposed merger with 
Progress Energy, Inc. (Progress Energy), including the timing, 
receipt and terms and conditions of any required governmental 
and regulatory approvals of the proposed merger that could 
reduce anticipated benefits or cause the parties to abandon the 
merger, the diversion of management's time and attention from 
Duke Energy's ongoing business during this time period, the 
ability to maintain relationships with customers, employees or 
suppliers as well as the ability to successfully integrate the 
businesses and realize cost savings and any other synergies 
and the risk that the credit ratings of the combined company 
or its subsidiaries may be different from what the companies 
expect; the risk that the proposed merger with Progress Energy 
is terminated prior to completion and results in significant 
transaction costs to Duke Energy; and the ability to successfully 
complete merger, acquisition or divestiture plans. 
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NON-GAAP FINANCIAL MEASURES 

Adjusted Diluted Earnings per Share ("EPS") 

Duke Energy's 2011 Annual Report references 2011 adjusted 
diluted EPS of $1.46. 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 necognized in 
GAAP earnings immediatefy 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 tbe 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 2011. 
2010, 2009, and 2008: 

2011 2010 2009 2008 

Diluted EPS from continuing operations, as reported 
Diluted EPS from discontinued operations, as reported 
Diluted EPS from extraordinary Items, as reported 

S l . 2 8 $ 1.00 0.82 
0.01 

— 
0.83 

(0.01) 

— 
0.40 

$ 1.01 
0.01 
0-05 

$1,07 

(0.01) 
(0.05) 
0,20 

Diluted EPS, as reported 
Adjustments to reported EPS: 
Diluted EPS from discontinued operations 
Diluted EPS from extraordinary items 
Diluted EPS impact of special (terns and mark-to-market in Commercial Power (see below) 

$1.28 

0.18 

$1.00 

0.43 

Diluted EPS, adjusted $1.46 $ 1,43 $ 1.21 

The following is the detail of the ${0.18) per share in special 
items and mark-to-market in Commercial Power impacting 
adjusted diluted EPS for 2011: 

The following is the detail of the ${0.43) per share in special 
items and mark-to-market in Commercial Power impacting 
adjusted diluted EPS for 2010; 

(In millions, except per-share amounts) 

Edwardsport impairment 
Emission allowances impairment 
Costs to achieve the 

Progress Energy merger 

IVIark-to-market impact of 
economic hedges 

Total adjusted EPS impact 

Pre-Tax 
Amount 

$ {222) 

(79) 

(68) 

(1) 

Tax 
Effect 

$ 8 7 
28 

17 

— 

2011 
Diluted 

EPS 
Impact 

$ (0.10) 
(0.04) 

(0.04) 

— 
S (0.18) 

(In millions, except per-sliare amounts) 
Pre-Tax 
Amount 

ZOIO 

Diluted 

Tax EPS 
Effect Impact 

Goodwill and other impairments 
Voluntary retirement plan & 

office consolidation costs 
Costs lo achieve the Cinergy merger 
Litigation reserve 
Asset sales 
Mark-to-market impact of economic hedges 

$ (660) $ 58 $ (0.45) 

(172) 
(27) 
(26) 
248 

33 

67 
10 
10 

(94) 
(12) 

(0.08) 
(0.01) 
(0.01) 
0.12 
0.01 

Total adjusted EPS impact $ (0.43) 
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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-share amounts) 

Goodwill and other impairments 
Mark-to-market impact of economic hedges 
Internationgi transmission adjustment 
Crescent related guarantees and 

tax adjustments 
Costs to achieve the Cinergy merger 

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 : 

2008 
Diluted 

Pre-Tax Tax EPS 
Amount Effect Impact 

Pre-Tax 
Amount 

S (431) 
(60) 
(32) 

(26) 
(25) 

Tax 
Effect 

$21 
22 
10 

(3) 
10 

2009 
Diluted 

EPS 
Impact 

$ (0.32) 
(0,03) 

(0,02) 

(0.02) 
(0.01) 

(In millions, except per-share amounts) 

Crescent project impairments $ (214) $ 83 $ (0.10) 
Emission allowances impairment (82) 30 (0.04) 
Mark-to-market impact of economic hedges (75) 27 (0.04) 
Costs lo achieve the Cinergy merger (44) 17 (0.02) 

Total adjusted EPS impact $ (0.20) 

Duke Energy's 2011 Annual Report also references 

Duke Energy's forecasted 2012 adjusted diluted EPS outiook 

range of $1,40-S1.45 per share, which is consistent wi th the 

2012 employee incentive earnings target. 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. 

Adjusted Segment EBIT for 2 0 1 1 and 2012 

Duke Energy's 2011 Annual Report includes a discussion of 

adjusted segment EBIT for the year ended December 3 1 , 2011. 

The primary performance measure used by management to 

evaluate segment performance is segment EBIT from continuing 

operations, which at the segment level represents ail 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 as a measure 

of historical segment performance. 

Adjusted segment EBIT is a non-GAAP financial measure 

as It represents reported segment EBIT 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 provides useful information to investors, as it 

provides them an additional relevant comparison of a segment's 

performance across periods. The most directly comparable 

GAAP measure for adjusted segment EBIT is reported segment 

EBIT, which represents segment results from continuing 

operations, including any special items and the mark-to-market 

impacts of economic hedges in the Commercial Power segment. 
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The following is a reconciliation of adjusted segment EBIT for the yearended December 31, 2011, to the most directly comparable 
GAAP measure: 

For the Year Ended December31, 2011 

Economic 
Adjusted Emission Hedges Repoi 

(In millions) 

U-S. Franchised Electric & Gas 
Commercial Power 
Intemational Energy 

Total 2011 reportable segment EBIT 

Segment 
EBIT 

$ 2,826 
305 
679 

$3,810 

Edwardsport 
Impairment 

$ (222) 

$ (222) 

Allowances 
Impairment 

$ -
(79) 

$(79) 

(Mark-to-
Market) 

(1) 

$(1) 

Segment 
EBIT 

$ 2,604 
225 
679 

$ 3,508 

Effective with the first quarter of 2012, Duke Energy will 
no longer report EBIT for its business segments. Instead, 
Duke Energy will begin evaluating the performance of its 
segments on a net income basis. This new reporting measure 
will involve an allocation of interest and taxes as well as 
previously unallocated corporate costs to each of the segments. 
Other will pnmarily include captive insurance results and interest 
expense on the direct debt of the Duke Energy holding company. 
When used for future periods, segment and Other net income 
may also include amounts that are ultimately reported as 
discontinued operations. Due to the forward-looking nature of this 
non-GAAP financial measure for 2012, 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. 

Dividend Payout Ratio 

Duke Energy's 2011 Annual Report includes a discussion 
of Duke Energy's anticipated long-term dividend payout ratio 
of 55-70% based upon adjusted diluted EPS. This payout 
ratio is a non-GAAP financial measure as it is based upon 
forecasted diluted EPS from continuing operations attributable 
to Duke Energy Corporation shareholders, adjusted forthe 
per-share impact of special items and the mark-to-market 
Impacts of economic hedges in the Commercial Power segment, 
as discussed above under "Adjusted Diluted Earnings Per Share 
("EPS")". The most directly comparable GAAP measure for 
adjusted diluted EPS is reported diluted EPS from continuing 
operations attributable to Duke Energy Corporation common 
shareholders, which includes the impact of special items and the 
mark-to-market impacts of economic hedges In the Commercial 
Power segment. Due to the forward-looking nature of this 
non-GAAP financial measure for future periods, 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. 

Total Available Liquidity 

Duke Energy's 2011 Annual Report includes a discussion of 
total available liquidity. Total available liquidity is a non-GAAP 
financial measure as it represents cash and cash equivalents 
and short-term Investments (excluding amounts held in foreign 
jurisdictions) and remaining availability under the master credit 
and regional bank credit facilities, The most directly comparable 
GAAP financial measure for available liquidity is cash and cash 
equivalents. The following is a reconciliation of total available 
liquidity as of December 31, 2011 and December 31, 2010, to 
the most directly comparable GAAP measure: 

(In millions) 

Asof 

December 3 1 , 
2011 

Asof 
December 31, 

2010 

Cash and cash equivalents 
Short-term investments 
Less: Amounts held in 

foreign jurisdictions 

E 2,110 
190 

(1,037) 

$ 1,670 

(724) 

Plus: Remaining availability 
under master credit and 
regional bank credit facilities 

1,263 

3,255 

946 

2,482 

Total available liquidity $ 4,518 $ 3,428 
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EXHIBIT INDEX E-l 

This document indudes forward-looking statements within the meaning of 
Section 27A of the Securities Actof 1933 and Section 21E of the Securilies 
&(change Ad of 1934. Forward-looking statements are based on management's 
beliefs and assumptions. These forward-looking statements, which are intended 
to cover Duke Energy and the applicable Duke Energy Registrants, are identified 
"oy terms and phrases such as "anticipate," "believe," "intend," "estimate," 
"expect," "continue," "should," "could," "may," "plan," "project," "predict," "will," 
"potential," "forecast," "target," "guidance," "outlook" 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 fmm those indicated in any 
fonward-looking statement include, but are not limited to: 

• State, federal and foreign legislative and regulatory initiatives, including 
costs of compliance with existing 3nd future ervironmentai requirements, 
as well as rulings that affect cost and investnent recover or have an 
impact on rate structures; 

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

' Industrial, commercial and residential growth or decline in the respective 
Duke Energy Registrants' sen/ice 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 each of the 
Duke Energy Registrants' operations, including the economic, operational 
and other effects of storms, hurricanes, drou^ts and tornados; 

• The impact on the Duke Energy Registrants' facilities and business from a 
terrorist attack; 

• The inherent risks associated with the operation and potential construction 
of nuclear facilities, including environmental, health, safety, regulatory and 
finandal risks; 

•Thetlmingand 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 fadlities and of projects undertaken 
by Duke Energy's non-regulated businesses; 

• The results of finandng efforts, induding the Duke Energy Registrants' 
ability to obtain financing on favorable terms, which can be affected by 
various factors, including the respective Duke Energy Registrants' 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 creditworthiness of counterparties to Duke Energy Registrants' 
transactions; 

• Employee workforce factors, including the potential inabili^ to attract and 
retain key personnel; 

• Grov/th in opportunities for the respective Duke Ener^ Registrants' 
business units, induding the timing and success of efforts to develop 
domestic and intemational power and other projects; . 

• Construction and development risks associated with the completion of 
Duke Energy Registrants' capital investment projects in existing and new 
generation fadlities, including risks related to finandng, 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 coste from ratepayers in a 
timely manner or at all; 

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

• The expected timing and likelihood of completion of the proposed merger 
with Progress Energy, Inc. (Progress Energy), induding the timing, receipt 
and terms and conditions of any required governmental and regulatory 
approvals of the proposed merger that could reduce anticipated tienefits or 
cause the parties to abandon the merger, the diversion of management's 
time and attention from Duke Energy's ongoing business during this time 
period, the ability to maintain relationships with customers, employees or 
suppliera as we}} as the ability to successftjily integrate the businesses and 
realize cost savings and any ottier synergies and the risk that the credit 

. ratings of the combined company or its subsidiaries may be different from 
what the companies expect; 

' Trie risk that the proposed merger with Progress Energy is terminated prior 
to completion and results in significant transaction costs to Duke Energy; 
and 

• The ability to successfully complete merger, acquisition or divestiture 
plans. 
In light of these risks, uncertainties and assumptions, the events described in 

the for;i/ard-looking statements might not occur or might occur to a different extent 
or at a diferent time than Duke Eneigy has described. The Duke Energy 
Registrants undertake no obligation to publicly update or revise any forward-looking 
statements, whether as a result of new information, future ©/ents or otherwise. 



Glossary of Terms 

The following tenns or acronyms used In this Form 10-K are defined 

Termflr Acronym Definition 

ADEA Age Discrimination In Employment 
Act 

AFUDC Allowance for Funds Used During 

Construction 

Aguaytia Aguaytia Integrated Energy Project 

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 

CAC Citizens Action Coalition of Indiana, 

Inc. 

CAIR Clean Air Interstate Rule 

Catamount Catamount Energy Corporation 

CC Combined Cycle 

CCP Coal Combustion Product 

CG&E The Cincinnati Gas & Electric 

Company 

CRC Cinergy Receivables Company, LLC 

Cliffside Unit 6 Unit 6 of the Cliffside Facility in 

North Carolina 

CT Combustion Turbine 

Cinergy Cinergy Corp, (collectively with its 

subsidiaries) 

CO2 Carbon Dioxide 

COL Combined Construction and 
Operating Ucense 

CPCN Certificate of Public Convenience and 

Necessity 

CRES Competitive Retail Electric Supplier 

Crescent Crescent Joint Venture (JV) 

CWIP Construction Work in Progress 

DAQ Division of Air Quality 

DB Defined Benefit (Pension Plan) 

DECAM Duke Energy Commercial Asset 
Management 

DEGS Duke Energy Generation Services, 
Inc. 

below: 

Term or Acronym Definition 

DEI Duke Energy International, LLC 

DEIGP Duke Energy International Geracao 
Paranapenema S.A. 

DENR Department of Environment and 
Natural Resources 

DERF : . Duke Energy Receivables Finance 

Company, LLC 

Duke Energy Retail Duke Energy Retail Sales, LLC 

DETM Duke Energy Trading and Marketing, 

LLC 

DOE Department of Energy 

DOJ U.S. Department of Justice 

DRIP Dividend Reinvestment Plan 
DSM Demand Side Management 
Duke Energy Duke Energy Corporation (collectively 

with its subsidiaries)-

Duke Energy Carolinas . . . . Duke Energy Carolinas, LLC 

Duke Energy Indiana Duke Energy Indiana, Inc. 

Duke Energy Kentucky . . . . Duke Energy Kentucky, Inc. 

Duke Energy Ohio Duke Energy Ohio, Inc. 

Duke Energy Registrants ... Duke Energy, Duke Energy Carolinas, 
Duke Energy Ohio, and Duke Energy 
Indiana 

DukeNet DukeNet Communications, LLC 

DukeSolutions DukeSolutions, Inc. 

EPA U.S, Environmental Protection 

Agency 

EPS Earnings Per Share 

ERISA Employee Retirement Income 

Security Act 

ESP Electric Security Plan 

ETR Effective tax rate 

FASB Financial Accounting Standards 
Board 

FCC Federal Communications 
Commission 

FERC Federal Energy Regulatory 
Commission 

GAAP Generally Accepted Accounting 

Principles in the United States 

GHG Greenhouse Gas 

GWh Gigawatt-hours 

HAP Hazardous Air Pollutant 



Term or Acronym Definition 

IGCC Integrated Gasification Combined 

Cycle 

IMPA . , Indiana Municipal Power Agency' 

lAP • State Environmental Agency of 
Parana 

IBAMA .'. Brazil Institute of Environment and 

Renewable Natural Resources 

ITC Investment Tax Credit 

IURC Indiana Utility Regulatory 
Commission 

KPSC Kentucky Public Service Commission 

KV Kilovolt 

kWh Kilowatt-hour 

LIBOR London Interbank Offered Rate 

MATS Mercuiy and Air Toxics Standards 
(previously referred to as the Utility 

. MACT Rule) 

Mcf , Thousand cubic feet 

Merger Agreement Agreement and Plan of Merger with 

Progress Energy, Inc. 

Merger Sub Diamond Acquisition Corporation 

MGP Manufactured gas plant 

Midwest ISO Midwest independent Transmission 

System Operator, Inc, 

MMBtu , . . : . . : Million British Thermal Unit 

Moody's Moody's Investor Ser/ices 

MRO Market Rate Offer 

MTBE Methyl tertiary bu^l ether 

MW Megawatt 

MVP Multi Value Projects 

MWh Megawatt-hour 

NCUC North Carolina Utilities Commission 

NDTF Nuclear Decommissioning Tnjst 

Funds 

NEIL Nuclear Electric Insurance Limited 

NMC National Methanol Company 

N0;< , Nitrogen oxide 

Non-GHG Non Greenhouse Gas 

NPNS Normal purchase/normal sale 

NRC U.S. Nuclear Regulatory Commission 

NSR New Source Review 

Ohio T&D Ohio Transmission and Distribution 

ORS South Carolina Office of Regulatory 
Staff 

Term or Acronym Definition 

OUCC Indiana Office of Utility Consumer 

Counselor 

OVEC Ohio Valley Electric Corporation 

PJM PJM Interconnection, LLC 

Progress Energy Progress Energy, Inc. 

Prosperity Prosperit/ Mine, LLC 

PSCSC Public Sefvice Commission of South 

Carolina 

PSD Prevention of Significant Deterioration 

PUCO Public Utilities Commission of Ohio • 

Q-Comm Q-Comm Corporation 

QSPE Qualifying Special Purpose Entity 

REPS Renewable Energy and Energy 

Efficiency Portfolio Standard 

RSP Rate Stabilization Plan 

RTO Regional Transmission Organization 

Saluda Saluda River Electric Cooperative, 
Inc's 

SB 3 North Carolina General Assembly 

Senate Bill 3 

SB 221 ' Ohio Senate Bill 221 

SCEUC South Carolina Energy Users 

Committee 

SEC ' . . . Securities and Exchange Commission 

SHGP -. South Houston Green Power, LP. 

SO2 Sulfur dioxide 

Spectra Energy Spectra Energy Corp. 

Spectra Capital Spectra Energy Capital, LLC {formerly 

Duke Capital LLC) 

S&P Standard & Poor's 

SSO Standard Service Offer 

Stimulus Bill The American Recovery and 
Reinvestment Act of 2009 

Subsidiary Registrants . . . . Duke Energy Carolinas, Duke Energy 
Ohio, and Duke Energy Indiana 

TSR Total shareholder return 

U.S United States 

USFE&G U.S. Franchised Electric and Gas 

Vectren Vectren Energy Delivery of Indiana, • 

VIE Variable Interest Entity 

VSP Voluntary Severance Program 

WACC Weighted Average Cost of Capital 

Windstream Windstream Oirp. 

WVPA Wabash Valley Power Association, Inc. 
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ITEM 1. BUSINESS. 

Proposed Merger with Progress Enei^ , Inc. 

On JanuaiyS, 2011, Duke Energy Corporation (Duke Energy) 
entered into an Agreement and Plan of Merger (Merger /^reement) 
among Diamond Acquisition Corporation, a North Carolina 
corporation and Duke Energy's wholly-owned subsidiaiy (Merger 
Sub) and Progress Energy, inc. (Progress Energy), a North (Carolina 
corporation engaged In the regulated utili^ business of generation, 
transmission, distribution and sale of electricity In portions of North 
Carolina, South Carolina and Florida. Upon the terms and subject to 
the conditions set forth in the Merger Agreement, Merger Sub will 
meige with and into Progress Energy with Progress Enei^ continuing 
as the sun/iving corporation and a wholly-owned subsidiary of Duke 
Eneriiy. 

Pursuant to the Merger Agreement, upon the closing of the 
merger, each issued and outstanding share of Progress Energy 
common stock will automatically be canceled and converted into the 
right to receive 2.6125 shares of common stock of Duke Energy, 
subject to appropriate adjustment for a reverse stock split of the Duke 
Energy common stock as contemplated In the Merger Agreement and 
except that any shares of Progress Energy common stock that are 
owned by Progress Energy or Duke Energy, other than in a fiduciary 
capacity, will be canceled without any consideration therefor, Each 
outstanding option to acquire, and each outstanding equity award 
relating to, one share of Progress Energy common stock will be 
converi:ed into an option to acquire, or an equity award relating to 
2.6125 shares of Duke Ener^ common stock, as applicable, subject 
to appropriate adjustment for tine reverse stock split, Based on 
Progress Energyshares outstanding at December 3 1 , 2011, Duke 
Energy would issue 771 million shares of common stock to convert 
the Progress Enei^ common shares in the merger under the 
unadjusted exchange ratio of 2.6125. The exchange ratio will be 
adjusted propori:ionately to reflect a l-for-3 reverse stock split with 
respect to the issued and outstanding Duke Energy common stock 
that Duke Energy plans to implement prior to, and conditioned on, 
the completion ofthe merger. The resulting adjusted exchange ratio Is 
0.87083 of a share of Duke Energy common stock for each share of 
Progress Energy common stock. Based on Progress Energy shares 
outstanding at December 31, 2011, Duke Energy would issue 
257 million shares of common stock, after the effect of the l-for-3 
reverse stock split, to convert the Progress Energy common shares in 
the merger. The merger will be accounted for under the acquisition 
method of accounting with Duke Energy treated as the acquirer, for 
accounting purposes. Based on the market price of Duke Energy 
common stock on December 31 , 2011, the transaction would be 
valued at $17 billion and would result in incremental recorded 
goodwill to Duke Energy of $11 billion, according to current 
estimates. Duke Energy would also assume ali of Progress Energy's 
outstanding debt, which is estimated to be S15 billion based on the 
approximate fair value of Progress Energy's outstanding indebtedness 
at December 31, 2011, The Merger Agreement has been 
unanimously approved by both companies' Boards of Directors. 

The merger is conditioned upon, among other things, approval 
by the shareholders of both companies, as well as expiration or 

termination of any applicable waiting period under the Hart-Scott-
Rodino Antitrust Improvements Act of 1976 and approval by the 
Federal Energy Regulatory Commission (FERC), ti^e Federal 
Communications Commission (FCC), the Nuclear Regulatory 
Commission (NRC), the North Carolina Utilities (itommission (NCUC), 
and the Kentucl^ Public Service (!;ommIssIon (KPSC). Duke Energy 
and Progress Energy also are seeking review of the merger by the 
Public Ser̂ /ice Commission of South Carolina (PSCSC) and approval 
of the joint dispatch agreement by the PSCSC. Although there are no 
merger-specific regulatory approvals required in Indiana, Ohio or 
Florida, the companies will continue to update the public sen/ice 
commissions in those states on the merger, as applicable and as 
required. 

No assurances can be given as to the timing of the satisfaction 
of all dosing conditions or that all required approvals will be received. 

For additional information on the details of this proposed 
transaction including the status of regulatory approvals, see Item 7, 
"Management's Discussion and Analysis of Financial Condition and 
Results of Operations", and Note 2 to the Consolidated Financial 
Statements, "Acquisitions and Dispositions of Businesses and Sales 
of Other Assets." 

Overview. 

Duke Energy Corporation. 

Duke Energy Corporation (collectively with its subsidiaries, Duke 
Energy) is an energy company headquartered in Charlotte, North 
Carolina. Its regulated ufility operafions serve 4 million customers 
located in five states in the Southeast and Midwest United States 
(U.S.), representing a populafion of approximately 12 million people. 
Its Commercial Power and Intemafional Energy business segments 
own and operate diverse power generation assets in North America 
and Lafin America, including a growing portfolio of renewable energy 
assets In the U.S. Duke Energy operates in the U.S. primarily through 
Its direct and indirect wholly-owned subsidiaries, Duke Enetgy 
Carolinas, LLC (Duke Energy Carolinas), Duke Energy Ohio, Inc. 
(Duke Energy Ohio), which includes Duke Energy Kentucky, Inc. 
(Duke Energy Kentucky), and Duke Energy Indiana, Inc. (Duke 
Enet^ Indiana), as well as in Lafin America through Duke Energy 
Intemafional, LLC. When discussing Duke Energy's consolidated 
financial Information, it necessarily includes the results of its three 
separate subsidiary registrants, Duke Energy Carolinas, Duke Energy 
Ohio and Duke Energy Indiana (collectively referred to as the 
Subsidiary Registrants), which, along with Duke Energy, are 
collectively referred to as the Duke Energy Registrants, 

Duke Enet^ Holding COrp. (Duke Energy HC) was incorporated 
in Delaware on May 3, 2005. On April 3,2006, Duke Energy and 
Cinergy Corp. (Cinergi/) consummated a merger which combined the 
Duke Energy and Cinergy regulated franchises, as well as deregulated 
generation in tiie Midwestern U.S. In connection with the closing of the 
met^r transactions, Duke Energy HC changed its name to Duke 
Energy Corporation {Duke Energy) and Old Duke Energy converted Into 
a limited liability company named Duke Power Company, LLC 
(subsequently renamed Duke Ene'r^ Carolinas effective October 1, 
2006),Old Duke Ener^/ is tiie predecessor of Duke Energy for purposes 
of U.S. securities regulations governing financial statement filing. 
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General. 

Duke Energy is a Delaware corporafion. Its principal executive 
offices are located at 550 Soutii Tiyon Street, Charlotte, North 
Carolina 28202-1803. Duke EnergyCarolinas is a North Carolina 
limited liability company. Its principal executive offices are located at 
526 South Church Street, Charlotte, North Carolina 28202-1803. 
Duke Energy Ohio Is an Ohio corporation, Its principal execufive 
offices are located at 139 East Fourtii Street, Cincinnafi, Ohio 
45202. Duke Energy Indiana Is an Indiana corporation. Its principal 
executive offices are located at 1000 East Main Street, Plainfield, 
Indiana 46168. 

The telephone number for the Duke Energy Registrants is 
704-382-3853. The Duke Energy Registrants electronically file 
reports with the Securifies and Exchange Commission (SEC), 
including annual reports on Form lO-K, quarterly reports on 
Form 10-Q, current reports on Form S-K, proxies and amendments 
to such reports. 

The public may read and copy any materials that the Duke 
Energy Registrants file 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 operafion 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 inforrnafion regarding issuers that file 
electronically with the SEC at http://www.sec.gov. Additionally, 
informati'on about the Duke Energy Registrants, including its reports 
filed with the SEC, is'available through Duke Energy's Web site at 
http:l!wNw.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. 

•The following secfions describe the business and operations of 
each of Duke Ener^'s reportable business segments, as well as 
Other. (For more informafion on the operating outiook of Duke Energy 
and" Its reportable segments, see "Managernent's Discussion and 
Analysis of Financial Condition and Results of Operafions, 
Introduction — Execufive Overview and Economic Factors for Duke 
Energ/s Business". For financial information on Duke Energy's 
reportable business segments, see Note 3 to the Consolidated 
Rnancial Statements, "Business S^ments.") 

Duke Energy Business Segments. 

Duke Energy conducts its operations in the following business 
segments, all of which are considered reportable segments under the 
applicable accounting rules: U.S. Franchised Electric and Gas 
(USFE&G), Commercial Power and International Energy. The 
remainder of Duke Energy's operations are presented as Other. Duke 
Energy's chief operafing decision maker r^ularly reviews financial 
infomiation about eiach of these business segments in deciding how 
to allocate resources and evaluate pert'ormance. For additional 
information on each ofthese business segments, including financial 
and geographic Information about each reportable business segment, 
see Note 3 to the Consolidated Financial Statements, "Business 
Segments." 

U.S, FRANCHISED ELECTRIC AND GAS 

Service Area and Customers 

USFE&G generates, transmits, distributes and sells electrlci^ in 
central and western North Carolina, western South Carolina, central, 
nort:h central and southem Indiana, and northern Kentucky. USFE&G 
also fi-ansmits, distributes and sells electricity in southwestern Ohio. 
Additionally, USFE&G transports and sails natural gas in , 
southwestern Ohio and northern Kentucky. It conducts operations 
primarily through Duke Energy Carolinas, the regulated transmission 
and distribution operations of Duke Energy Ohio, including Duke 
Energy Kentucky, and DukeEnergy Indiana (Duke Energy Ohio,. , 
Duke Energy Indiana and Duke Energy Kentucky collectively referred 
to as Duke Enetgy Midwest). These electric and gas operations are 
subject to the rules and regulafions of the FERC, the NCUC, the 
PSCSC, the Public Utilities Commission of Ohio (PUCO), the Indiana 
Ufility Regulatory Comrriission (IURC) and the KPSC. The substantial 
majority of USFE&G's operafions are regulated and, accordingly, 
these operations qualify for regulatory accounting treatment. 

Its setvice area covers 50,000 square miles with an estimated 
population of 12 million. USFE&G supplies electric sen/ice to 
four million residenfial, general sen/ice and industrial customers. 
USFE&G provides regulated transmission and distribution services for 
natural gas to 500,000 customers in southwestern Ohio and 
northern Kentucky. Electricity is also sold wholesale to incorporated 
municipalities, electric cooperative utilities and otiier load seeing 
entities. 

Duke Energy Carolinas' service area has a diversified general 
service and industrial presence. Manufacturing continues to be an 
important contributor to the region's economy, along with financial, 
professional and business sen/ices. Other sectors such as trade, 
healtii care, local government and education also consfitute key 
components of the states' gross domestic product. Chemicals, 
computers and electronics, rubber and plastics, texfile, paper and 
motor vehicle manufacturing industi'ies were among tiie most 
significant contributors to the Duke Energy Caiolinas' industrial sales 
revenue for 2011. 

Duke Energy Ohio's service area has a diversified general service 
and industrial customer base. Major components of the 
manufacturing sector include: aerospace and motor vehicles, metals, 
chemicals and food. Other sectors include: real estate and rental 
leasing, financial and insurance services, healthcare and wholesale . 
trade services. These are among the primary contributors to Duke 
Energ/ Ohio's industrial and general serv'ice sales revenue for 2011. 

For Duke Energy Indiana, a significant port:ion ofthe sen/ice 
territory's economic output Is driven by manufacturing. Chemicals, 
transportation equipment, machinery and metal industries were the 
primary contributors. Other sectors include: retail trade, government, 
financial,-health care and education sen/ices. Duke Energy Indiana's 
2011 industrial and general senyice sales were concentrated In the 
aforementioned sectors. 

The number of residential, general sen/ice and industrial 
customers within the USFE&G sen/ice territory, as well as sales to 
these customers. Is expected to Increase over time. However, growth 
in the near-term "is being hamî ered by the current economic 

http://www.sec.gov
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conditions, industrial sales increased modestiy in 2011 when • 

compared to 2010; however, the growth rate was lower than in, 

previous comparable periods. 

Seasonality and the Impact of Weather 

USFE&G's costs and revenues are influenced by seasonal 
pattems. Peak sales of electricity occur during tiie summer and winter 
months, resulting in higher revenue and cash flows during tiiose 
periods, By cont"ast, fewer sales of electricity occur during ttie spring 
and fall, allowing for scheduled plant maintenance during those 
periods. Peak gas sales occur during the winter months, Residenfial 
and commercial customers are most impacted by weather. Indusfi-lal 
customers are less weattier sensitive. Normal weattier conditions are 
defined as the long-term average of actual historical weafiier 
conditions, 

The estimated impact of weather on eamings is based on the 
number of customers, temperature variances from a normal condition 
and customer's historic usage levels and pattems. The metiiodology 
used to estimate the impact of weatiier.does not and cannot consider 
all variables that may impact customer response to weatiier 
conditions such as humidity and relative temperature changes, The 
precision of this estimate may also be Impacted by applying long-, 
term weather trends to shorter tenn.periods. 

Competition 

USFE&G's r^ulated utility business operates as the sole 
supplier of electricity within certain service territories, ft owns and 
operates all of the businesses and facilities necessary to generate, 
transmit and distribute electi'icity. Sen/ices are priced by state 
commission approved rates designed to include the costs of providing 
tiiese services and a reasonable return on invested capital. This 
regulatory policy is intended to provide safe and reliable electricity at. 
fair prices. USFE&G's competition in the regulated electric distribution 
business is primarily from the on-site generation of industrial 
customers. USFE&G also competes with other utilities and marketers 
in the wholesale electric business. The principal factors in competing 
for wholesale sales are price (including Tuel costs), availability of 
capacity and power and reliability of service. Wholesale electticprlces 
are influenced primarily by market conditions and fuel costs. 

Energy Capacity and Resources 

For informafion on USFE&G's gener̂ ation facilifies, see "U.S, 
Franchised Electric and Gas" in Item 2. "Properties". 

Electric energy tor USFE&G's customers is generated by three 
nuclear generating stations with a combined owned capacity of 
5.173 megawatt (MW) (Including Duke Energ/s 19.25% ownership 
in the Catawba Nuciear Station), 14 coal-fired stations with an overall 
combined owned capacity of 12,977 MW (including Duke Energy's 
69% ownership in the East Bend Steam Stafion and 50.05% 
ownership in Unit 5 ofthe Gibson Steam Station), 31 hydroelectric 
stations (including two pumped-storage facilities) with a combined 
owned capacity of 3,321 MW, 15 combustion turbine (CT) stations 

burning natural gas, oil or other fuels witii an overall combined 
owned capacity of 5,012 MW, and two Combined Cycle (CC) 
stations burning natural gas with an owned capacity of 905 MW. In 
addition, USFE&G operates a solar Distributed Generation program 
with 9 MW of capacity. Energy and capacity are also supplied 
through contracts with other generators and purchased on the open 
market. Factors that could cause USFE&G to purchase power for Its 
customers include generating plant outages, extreme weather 
conditions, generafion reliability duringthe summer, growth, and 
price. USFE&G has interconnections and ari'angements wifii its 
neighboring utilities to facilitate planning, emergency assistance, sale 
and purchase of capacity and energy, and reliability of power suppty. 

USFE&G's generafion portfolio is a balanced mix of energy 
resources having different operating characterisfics and fuel sources 
designed to provide energy at the lowest possible cost to meet its 
obligation to serve native-load customers. All options, including 
owned generafion resources and purchased power opporiiinitles, are 
confinually evaluated on a reai-fime basis to select and dispatch the 
lowest-cost resources available to meet system load requirements. 
The vast majority of customer energy needs have historically been 
met by large, iow-energy-prbduction-cost nuclear and coal-fired 
generafing units that operated almost confinuously (or at baseload 
levels), However, recent commodity pricing trends have resulted in 
more combined cycle gas-fired generation. 

Hydroelectric (both conventional and pumped storage) facilities 
in the Carolinas and gas/oil CT and CC stations in botii the Carolinas 
and Midwest operate primarily during the peak-hour load periods 
when customer loads are rapidly changing. CT's and CC's are less 
expensive to build and maintain than either nuclear or coal, and can 
be rapidly started or stopped as needed to meet changing customer 
loads or operatisd as base load unite depending on commodity prices. 
Hydroelectric units produce low-cost energy, but their operations are 
limited by the availability of water flow. 

USFE&G's pumped-storage hydroelectric facilities offer the 
added flexibility of using low-cost off-peak energ/ to pump water that 
will be stored for later generation use during times of higher-cost 
on-peak periods. These facilities allow USFE&G to rnaximizethe 
value spreads between different high- and low-cost generation 
periods. 

USFE&G is engaged in planning efforts to meet projected load 
growth in its service territories. Long-term projections indicate a need 
for capacity additions, which may include new nuclear, integrated 
gasification combined cycle (IGCC), coal facilifies, gas-fired generation 
units or renewable energy facilities. Because of the long lead times 
required to develop such assets, USFE&G is taking steps now to 
ensure those opfi'ons are available. Significant current or potential 
future capital projects are discussed below. 

In 2007, North Carolina and South Carolina passed energy 
legislation which includes provisions to provide assurance of cost 
recover/, subject to prudency review, related to a utility's incurrence 
of project development costs associated with nuclear baseload 
generafion, cost recovery assurance for construcfion costs associated 
with nuclear or coal baseload generation, and the ability to recover 
financing costs for new nuclear baseload generation In rates during 
constnjction, 
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William States Lee III Nuclear Station 

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

As a condition to the approval of continued development of the 
pnDject, Duke Energy Carolinas shall provide certain monthly reports 
to the PSCSC and the Office of Regulatory Staff (ORS). Duke Energy 
Carolinas has also agreed to provide a monthty report to certain 
parties on the prioress of negotiations to acquire an interest in the 
V.C. Summer Nuclear Stafion expansion being developed by South 
Carolina Public Service Autiiority (Santee Cooper) and South Carolina 
Electric & Gas Company , Any change in ownership interest, output 
allocation, sharing of costs or conti'ol and any future option 
agreements concerning Lee Nuclear Stafion shall be subject to prior 
approval of tile PSCSC. 

The NRC review of the COL applicafion continues and the 
esfimated receiptoftheCOL is In mid 2013. Duke Energy Carolinas 
filed witti the Deparfinent of Energy (DOE) for a federal loan 
guarantee, which has the potential to significantiy lower financing 
costs associated with the proposed Lee Nuclear Stafion; however, it 
was not among the four projects selected by the DOE for the final 
phase of due diligence for the federal loan guarantee program. The 
project could be selected in the futore if the program funding is 
expanded or if any of the current finalists drop out of the prc^ram. 

Duke Energy Carolinas is seeking partners for Lee Nuclear 
Station by issuing options to purchase an ownership interest In the 
plant. In the first quarter of 2011, Duke Energy Carolinas entered Into 
an agreement with JEA that provides JEA with an option to purchase 
up to a 20% undivided ownership interest in Lee Nuclear Stafion. 
JEA tias 90 days following Duke Energy Carolinas' receipt of the COL 
to exercise the option. 

Duke Enet|;y Carolinas V.C. Summer Nuclear Station Letter of 
Intent. 

In Juty 2011, Duke Ener^ Carolinas signed a letter of intent 
with Santee Cooper related to the potential acquisition by Duke 
Energy Carolinas of a five percent to ten percent ownership interest in 
the V.C. Summer Nuciear Station being developed by Santee Cooper 
and SCE&G near Jenkinsville, South (;;arolina. The letter of intent 
provides a path for Duke Energy Carolinas to conduct tiie necessary 
due diligence to determine if futore participation in this project is 
beneficial for its customers. 

Cliffside Unit 6. 

On March 21, 2007, the NCUC issued an order allowing Duke 
Energy Carolinas to build an 800 MW coal-fired unit. Following final 

equipment selection and the completion of detailed engineering, 
Cliffside Unit 6 is expected to have a net output of 825 MW. On 
January 31 , 2008, Duke Energy Carolinas filed its updated cost 
estimate of $1.8 billion (excluding allowance for fijnds used during 
constmction (AFUDC) of $600 million) for the approved new Cliffside 
Unit 6. lr\ March 2010, Duke Energy Carolinas filed an updated cost 
estimate of $1.8 billion (excluding AFUDC) with the NCUC where it 
reduced the estimated AFUDC financing costs to $400 million as a 
result of the December 2009 rate case setiilement with the NCUC 
that allowed the inclusion of construction work in progress in rate 
base prospectively. Duke Energy Carolinas believes that the overall 
cost of Cliffside Unit 6 will be reduced by $125 million in federal 
advanced clean coal tex credits. The Cliffside Unit 6 project is 
approximately 95% complete as of December 31 , 2011 and is 
currently anticipated to be completed and in-sen/ice in 2012. 

Dan River and Buck Combined Cycle Faciiities. 

In June 20Q8, Uie NCUC issued its order approving the 
Certificate of Public Convenience and Necessity (CPCN) applicafions 
to construct a 620 MW combined cycle natural gas fired generafing 
facility at each of Duke Energy Carolinas' existing Dan River Steam 
Station and Buck Steam Station. The Division of Air Quality (DAQ) 
issued a final air permit authorizing construction of the Buck and Dan 
River combined cycle natijral gas-fired generating units in October 
2008 and August 2009, respectivety. 

Based on the most updated cost estimates, total costs (including 
AFUDC) for the Buck and Dan River projects are $675 million and 
$710 million, respectivety. In Novemter 2011, Duke Energy 
C;arolinas placed the Buck combined cycle natrjral gas-fired 
generation facility in service. The Dan River project is approximately 
77% complete as of December 3 1 , 2011, and expected to be placed 
irito sen/ice by the end of 2012. 

Edwardsport IGCC. 

In September 2006, Duke Energy Indiana and Southern 
Indiana Gas and Electric Company d/b'a Vectren Energy Deliveiy of 
Indiana (Vectren) filed a joint petition with the IURC seeking a CPCN 
for the consttucfion of a '518 MW IGCC power plant at Duke Energy 
Indiana's Edwardsport: Generating Stafion in Knox County, Indiana. 
The facility was initialty estimated to cost approximatety S l .985 
billion (including $120 million of AFUDC). In August 2007, Vecti-en 
formally withdrew its pari;icipation in the IGCC plant and a hearing 
was conducted on the CPCN petition based on Duke Energy Indiana 
owning 100% of the project. On November 20, 2007, tiie IURC 
issued an order granting Duke Energy Indiana a CPCN for the 
proposed IGGC project, approved the cost estimate of $1,985 billion 
and approved tiie timely recovery of costs related to the project. On 
January 25, 2008, Duke Energy Indiana received the final air permft 
from the Indiana Department of Environmental Management The 
Citizens Action Coalftion of Indiana, Inc. (CAC), Sierra Club, Inc., 
Save the Valley, Inc., and Valley Watch, Inc., all Inter̂ /enors in the 
CPCN proceeding, have appealed the air permit. 

On May 1, 2008, Duke Energy Indiana filed its first semi
annual IGCC rider and ongoing review proceeding with the IURC as 
required underthe CPCN onJer issued by the IURC, In its filing, Ouke 
Energy Indiana requested approval of a new cost estimate for the 
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IGCC project of $2.35 billion (including $125 million of AFUDC) and 
for approval of plans to stody carbon capture as required by the 
lURC's CPCN order. On January 7, 2009, the IURC approved Duke 
Eners' Indiana's request, including the new cost estimate of $2.35 
billion, and cost recovety 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 tiie IURC in full. 

On November 24, 2009, Duke Energy Indiana filed a petition 
for its fourth semi-annual IGCC rider and ongoing review proceeding 
witii file IURC, As Duke Energy Indiana experienced design 
modifications, quanti'ty increases and scope growth above what was 
anticipated from the preliminary engineering design, capital costs to 
ttie IGCC project were anticipated to Increase. Duke Energy Indiana 
forecasted that the additional capitel cost items would use the 
remaining contingency and escalation amounts in the current $2.35 
billion cost estimate and add $150 million, excluding the impact 
associated with tiie need to add more contingency. Duke Energy 
Indiana did not request approval of an Increased cost estimate in the 
fourth semi-annual update proceeding; rather, Duke Energy Indiana 
requested, and the IURC approved, a subdocket proceeding in which 
Duke Energy Indiana would present additional evidence regarding an 
updated esfimated cost for the IGCC project and in which a more 
comprehensive review of the IGCC project could occur. An interim 
onJerwas received on July 28, 2010 and approves implementation 
of an updated IGCC rider to recover costs incurred through 
September 30, 2009. The approvals are on an interim basis pending 
the outeome of tiie sub-docket proceeding Involving the revised cost 
estimate as discussed further below. 

On April 16, 2010, Duke Energy Indiana filed a revised cost 
estimate for tiie IGCC project refiecting an esfimated cost increase of 
$530 million. Duke Energy Indiana requested approval ofthe new 
cost estimate of $2:83 billion (including $150 million of AFUDC) • 
and for confinuation of the exisfing cost recovery treatment, A major 
driver of tiie cost increase included quantity increases and design 
changes, which impacted the scope, productivity and schedule of tiie 
IGCC project. On September 17, 2010 an agreement was reached 
with the Indiana Office of Ufility Consumer Counselor (OUCC), Duke 
Energy Indiana Industrial Group and Nucor Steel-Indiana to 
increase the authorized cost estimate of $2.35 billion to $2,76 
billion, and to cap the project's costs that could be passed on to 
customers at $2,975 billion. Any construction cost amounts above 
$2,76 billion will be subject to a prudence review similar to most 
other rate base investinents in Duke Energy Indiana's next general 
rate increase request before the IURC, Duke Energ/ Indiana agreed to 
accept a 150 basis point reduction in the equity return for any project 
construction costs greater than $2.35 billion. Additionalty, Duke 
Energy Indiana agreed not to file for a general rate case increase 
before March 2012, Duke Energy Indiana also agreed to reduce 
depreciation rates eariier than would othenwise be required and to 
forego a deferred tax incentive related to the IGCC project. As a result 
of the settlement, Duke Energy Indiana recorded a pre-tax charge to 
eamings of $44 million In the third quarter of 2010 to reflect the 
impact of the reduction in the return on equity. Due to the IURC 
investigation discussed below, the IURC convened a technical 
conference on November 3, 2010, related to the continuing need for 

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

During 2010, Duke Energy Indiana tiled petitions for its fifth and 
sixth semi-annual IGCC riders. Evidenfiary hearings are set for 
April 24-25, 2012, respectivety. 

The Cifizens Action Coalftion of Indiana, Inc, (CAC), Sierra Club, 
Inc, Save the Valley, Inc., and Valley Watch, Inc, filed motions for 
two subdocket proceedings alleging improper circumstances, undue 
influence, fraud, concealment and gross mismanagement, and a 
request for field hearing in this proceeding, Duke Energy Indiana 
opposed the requests. On February 25, 2011, the IURC issued an 
order which denied tiie request for a subdocket to investigate the 
all^afions of Improper communicafions and undue influence at this 
time, finding there were other agencies better suited for such 
investigation. The 'IURC also found that allegations of fraud, 
concealment and gross mismanagement related to the IGCC project 
should be heard in a Phase 11 proceeding of the cost esfimate 
subdocket and set evidentiaty hearings on both Phase 1 (cost 
esfimate increase) and Phase 11 beginnlngin August 2011, After 
procedural delays, hearings for Phase 1 began on October 26, 2011 
and for Phase II hearings begin on November 21, 2011, 

On March 10, 2011, Duke Energy Indiana filed tesfimony with 
the IURC proposing a framework designed to mitigate customer rate 
impacts associated with the Edwardsport IGCC project, Duke Energy 
Indiana's filing proposed a cap on the project's construcfion coste, 
(excluding financing costs), which can be recovered throu^ rates at 
$2.72 billion. It also proposed rate-related adjustments that will lower 
tiie overall customer rate increase related to the project from an 
average of 19% to approximately 16%. The proposal is subject to the 
approval of tiie IURC in the Phase I hearings. 

On June 27, 2011, Duke Energy Indiana filed tesfimony with 
the IURC in connection with its seventh semi-annual rider request 
which included an update on the current cost forecast of tiie 
Edwardsport IGCC project. The updated forecast excluding AFUDC 
increased from $2.72 billion to $2.82 billion, not including any 
contingency for unexpected start-up events. On June 30, 2011, the 
OUCC and inten/enors filed testimony In Phase 1 recommending tiiat 
Duke Energy Indiana be disallowed cost recovery of any of the 
additional cost estimate increase above the previously appra\'ed cost 
estimate of $2.35 billion. Duke Energy Indiana tiled rebuttal 
testimony on Augusts, 2011. On November 30, 2011, Duke 
Energy Indiana filed a petition with the IURC in connection with its 
eight semi-annual nder request for the Edwardsport project, 
Evidentiaty hearings for the seventh and eighth semi-annual rider 
requests are scheduled for August 6 and August 7, 2012, 

Inthesubdocket proceeding on Juty 14, 2011, the OUCC and 
certain intervenors filed testimony in Phase II alleging that Duke 
Energy Indiana concealed information and grossly mismanaged the 
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project, and therefore Duke Energy Indiana should only be permitted 
to recover from customers $1,985 billion, the original IGCC project 
cost esfimate approved by the IURC, Other Intervenors recommended 
that Duke Energy Indiana not be able to rely on any cost recovery 
granted under the CPCN or the first cost increase order. Duke Energy 
Indiana believes It has diligentiy and pnrdently managed tiie project. 
On September 9, 2011, Duke Energy defended against the 
allegations in its responsive testimony. The OUCC and intervenors 
filed their final rebuttal testimony In Phase 11 on or before October 7, 
2011, making similar claims of fraud, concealment and gross 
mismanagement and recommending the same outcome of limiting 
Duke Energy Indiana's recovety to the $1,985 billion initial cost 
esfimate. Additionalty, the CAC parties recommended that recovery 
be limited to tiie costs incurred on the IGCC project as of 
November 30, 2009 (Duke Energy Indiana esfimates it had 
committed costs of $1.6 billion), with further iURC proceedings to be 
held to determine the financial consequences of this 
recommendation. 

On October 19, 2011, Duke Energy revised its project cost 
estimate from approximately $2.82 billion, excluding financing costs, 
to approximatety $2.98 billion, excluding financing costs. The revised 
estimate reflects additional cost pressures resulfing from quantity 
increase and tiie resulfing impact on the scope, productivity and 
schedule of the IGCC project. DuKe Energy Indiana previously 
proposed to the lURCacostcap of approximatety $2.72 billion, plus 
the actual AFUDC that accrues on that amount. As a result, Duke 
Energy Indiana recorded a pre-tax impairment charge of 
approximately $222 million in the third quarter of 2011 related to 
costs expected to be Incurred above the cost cap. This charge Is In 
addifion to a pre-tax impairment charge of approximately $44 million 
recorded In the third quarter of 2010 as discussed above. The cost 
cap, If approved by the IURC, limits the amount of project 
construction costs that may be incorporated into customer rates in 
Indiana. As a result of the proposed cost cap, recovery ot these cost 
increases Is not considered probable. Addifional updates to the cost 
esfimatecouldoccurthrough the completion of tiie plant in 2012. 

Phase I and Phase 11 hearings concluded on January 24, 2012. 
Final orders from the IURC on Phase 1 and Phase 11 of the subdocket 
and the pending IGCC Rider proceedings are expected no sooner 
than the end of the third quarter 2012. 

Duke Energy is unable to predict the ulfimate outcome of these 
proceedings. In the event the IURC disallows a portion of the plant 
costs, including financing costs, or if cost estimates for the plant 
increase, additional charges to expense, which could be material, 
could occur. 

The Edwardsport IGCC facility is approximately 97% complete 
asof December 31 , 2011 and is expected to be completed and 
placed in sen/ice In 2012. 

Duke Energy Indiana Carton Sequestration. 

Duke Energ/ 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 (CO;) from the 
Edwardsport IGCC facility on March 6, 2009. On July 7, 2009, 
Duke Energy Indiana filed its case-in-chief testimony requesting 
approval for cost recovery of a $121 million site assessment and 
characterization plan for CO2 sequestration options including deep 
saline sequestration, depleted oil and gas sequestration and 
enhanced oil recovery for the CO2 from the Edwardsport IGCC facility. 
The OUCC filed testimony supportive of the continuing study of 
carbon storage, but recommended that Duke Energy Indiana break its 
plan Into phases, recommending approval of onty $33 millfon In 
expenditures at tills time and deferral of expenditores rather than cost 
recovery through a tracking mechanism as proposed by Duke Energy 
Indiana. The CAC, an inten/enor, recommended against approval of 
tiie carbon storage plan stating customers should not be required to 
pay for research and development costs. Duke Energy Indiana's 
rebuttal testimony was filed October 30, 2009, wherein it amended 
its request to seek deferral of $42 million to cover the carbon storage 
site assessment and characterizafion activities scheduled to occur 
tiirough the end of 2010, with further required study expenditures 
subject to future IURC proceedings. An evidentiaty hearing was held 
on November 9, 2009, 

See Note 4 to the Consolidated Financial Statements, 
"Regulatory Matters," for further discussion on the above in-process 
or potential construction projects. 

Dulte Energy Generating Facility Retirements. 

Duke Energy Carolinas, Duke Energy Indiana, Duke Energy 
Ohio and Duke Energy Kentucky each periodically file Integrated 
Resource Plans (IRP) with their state regulatory commissions. The 
IRPs provide a view of forecasted energy needs over a long term 
(15-20 years), and options being considered to meet those needs. 
The IRP's filed by Duke Energy Carolinas, Duke Energy Indiana, 
Duke Energy Ohio and Duke Energy Kentucky In 2011 and 2010 
included planning assumptions to potentially retire, by 2015, certain 
coal-fired generating facilities In North Carolina, South Carolina, 
Indiana, Ohio and Kentucky that do not have the requisite emission 
control equipment, primarily to meet EPA regulations that are not yet 
effective. These facllfties total approximately 3,300 MW at eight sites 
(Dan River, Riverbend, Lee, Buck units 5 and 6, Wabash River, 
Gallagher, Beckjord and Miami Fort unit 6). Duke Energy continues 
to evaluate the potential need to retire these coal-fired generating 
facilities eariier fiian the current esfimated useful lives, and plans to 
seek regulatoty recoveiy for amounts that would not be otherwise 
recovered when any assets are retired, 
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Fuel Supply 

USFE&G relies principally on coal and nuclear foel for its generation of electtic energy. The following table lists USFE&G's sources of power 
and fuel costs for the three years ended December 31 , 2011. 

Nuclear 
Oil and gas*' 

All fuels (cost-based on weighted average)'̂ ^ 
Hydroelectric'^' 

Generation by Source 
(Percent) 

2011«> 

60.0 
37.6 

1.4 

99.0 
1.0 

20IOi«' 

61.5 
36.3 
0.9 

98.7 
1.3 

2009 

59.6 
38.5 
0.4 

98.5 
1.5 

Cost of Delivered Fuel per 
Kilowatt-hour Generated (C 

-2011"" gOlO't" 

3.17 
0.55 
5.89 

2.21 

3.04 
0.52 
6.77 

2.15 

Net 
ents) 

2009 

2.88 
0.48 
7.71 

1.96 

100.0 100.( 100.0 

(a) Statistics rerated to coal generation and all fuels reflect USFE&G's 69% ownership interest in the East Bend Steam Station and 50.05% ownership interest in Unit 5 of the Gibson Steam 
Station. 

[b) Cost statistics indude amounis for light-off fuel at USFE&G's coal-fired stations and combined cycle (gas only). 
(c) Generating figures are net of output required to replenish pumped storage facilities during off-peak periods. 
[d) In addition, Duke Energy Carolinas produced af^roximately 6,000 megawatt-hours (MWh) In solargeneration for 2011 and 2010; no fuel costs are attributed to tills generation. 

Coal. 

USFE&G meets its coal demand In the Carolinas and Midwest 
through a portfolio of long-term purchase contracts and short-term 
spot market purchase agreements. Large amounts of coal are 
purchased under long-term contracts with mining operators who 
mine both underground and at the surface. USFE&G usesspot-
mari<et purchases to meet coal requirements not met by long-term 
contracts. Expiration dates for its long-term contracts, which have 
various price adjustment provisions and market re-openers, range 
from 2012 to 2014 for the Carolinas and 2012 to 2015 for the 
Midwest. USFE&G expects to renew these contracts or enter into 
similar contracts witii otiier suppliers for the quantities and quality of 
coal required as existing contracts expire, tiiough prices will fiuctoate 
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 entifies Is primarily produced in Indiana, Illinois, 
and Kentucky. USFE&G has an adequate supply of coal under 
contract to fuel Its projected 2012 operafions and a significant portion 
of supply to fuel its projected 2013 operations. Coal Inventory levels 
have Increased during the past year due to the Impact of mild 
weather and the economy on retell load and low natoral gas prices 
which are resulting in higher combined cycle gas-fired generation, If 
these factors continue for an extended period of fime, USFE&G could 
have excess levels of coal inventory or incur Incremental purchased 
power or other costs. 

The current average sulfur content of coal purchased by 
USFE&G for the Carolinas is between 1% and 2%; while the 
Midwest is between 2% and 3%. USFE&G's scrubbers, in 
combination with the use of suitor dioxide (SO2) emission 
allowances, enable USFE&G to satisfy current SO2 emission 
limitations for existing facilities in the Carolinas and Midwest. 

Gas. 

USFE&G Is responsible for the purchase and the subsequent 

delivery of natijral gas to nafive load customers in its Ohio and 

Kentucky sen/ice territories. USFE&G's natural gas procurement 

strategy is to buy firm natural gas supplies (natoral gas intended to be 
available at all times) and firm interstete pipeline transportafion 
capacify during the winter season (November through March) and 
during the non-heafing season (April through October) through a 
combinafion of firm supply and ti'ansportetion capacify along with 
spot supply and interruptible transportation capacify. This strategy 
allows USFE&G to assure reliable natural gas supply for Its high 
priorify (non-curisilable) firm customers during peak winter conditions 
and provides USFE&G the flexibilify to reduce Its contract 
commitments if firm customers choose alternate gas suppliers under 
USFE&G customer choice/gas transportafion programs. In 2011, firm 
supply purchase commitment agreements provided approximately 
100% of tiie natoral gas supply. These firm supply agreements 
feature two levels of gas supply, specifically (I.) base load, which is a 
continuous supply to meet normal demand requirements, and (ii.) 
swing load, which Is gas available on a daily basis to accommodate 
changes in demand due primarily to changing weather condifions. 

USFE&G also owns two underground caverns with a total 
storage capacify of 16 million gallons of liquid propane. In addition, 
USFE&G has access to 5,5 million gallons of liquid propane storage 
and product loan through a commercial sen/ices agreement with a 
third parfy. This liquid propane is used in the three propanev'air peak 
shaving plants located in Ohio and Kentucky. Propan^air peak 
shaving plants vaporize tiie propane and mix it with natural gas to 
supplement the natural gas supply during peak demand periods.. 

USFE&G maintains natoral gas procurement-price volatilify 
mitigation programs for Duke Energy Ohio and Duke Energy 
Kentucky. These programs pre-arrange percentages of seasonal gas 
requirements for Duke Enetgy Ohio and Duke Energy 
Kentocky. Duke Energy Ohio and Duke Energy Kentucky use 
primarily fixed-price fonward contracts and co.ntracts with a ceiling 
and floor on the price. As of December 31 , 2011, Duke Energy Ohio 
and Duke Energy Kentucl^, combined, had locked in pricing for 
19% of tiieir winter 2012/2013 system load requirements. 

USFE&G 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. 

11 



PART 

The natural gas procurement strategy is to contract with one or 

several suppliers who buy spot market natoral ^ supplies along 

with firm or Inten-uptible interstate pipeline fe'ansportation capacify for 

deliveries to the sites, This sfi-ategy allows for competitive pricing, 

flexibilify ot delivery, and tellable natural gas supplies to each of the 

natural gas plants. In addition, Duke Energy Carolinas entered into a 

20 year contract for firm capacify to sen/e a portion of the Buck and 

Dan River facilifies. Many of the natural gas plants can be served by 

several supply zones and multiple pipelines. 

Nuclear. 

The Industrial processes for producing nuclear generafing fuel 
generally involve the mining and milling of uranium ore to produce 
uranium concentrates, the services to convert uranium concentrates 
to uranium hexafluoride, the services to enrich the uranium 
hexafluoride, and the sen/ices to fabricate the enriched uranium 
hexafluoride into usable fuel assemblies. 

Duke Energy Carolinas has contracted for uranium materials 
and services to fuel the Oconee, McGuire and Catewba Nuclear 
Stations in the Carolinas. Uranium concentrates, conversion services 
and enrichment services are primarily met through a diversified 
portfolio of long-term supply contracts. The contracts are diversified 
by supplier, country of origin and pricing. Duke Energy Carolinas 
stagers Its contracting so that its portfolio of long-term contracts 
covers the majorify of its fuel requirements at Oconee, McGuire and 
Catawba in tiie near-term and decreasing portions of its fuel 
requirements over time thereafter. Near-term requirements not met by 
long-term,supply contracts have been and are expected to be fulfilled 
with spot market purchases. 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 services, and enrichment sen/ices 
requirements ofthe Oconee, McGuire and Catawba Nuclear Stations 
through at least 2013 and cover fabrication sen/ices requirements for 
these plants through at least 2018. For subsequent years, a portion 
of the fuel requirements at Oconee, McGuire and Catewba are 
covered by long-term contracts. For future requiremenls not already 
covered under long-term contracts, Duke EnergyCarolinas 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. 

E n e ^ Efficiency. 

Several factors have led to increased focus on energ/ efilciency, 
Including environmental constraints. Increasing costs of generating 
plants and legislative mandates regarding building codes and 
appliance efficiencies. As a result of these factors, Duke Energy has 
developed various programs designed to promote the efficient use of 
electricify by its customers. These programs and associated 
compensation mechanisms have been filed with various state 
commissions over the past several years. 

tn February 2009, the NCUC approved Duke Energy Carolinas' 
energy efficiency programs and authorized Duke Energy Carolinas to 
implement its rate rider pending approval ofa final compensation 
mechanism by the NCUC. Duke EnergyCarolinas began offering 
energy conservation programs to North Carolina retail customers and 
billing a conservation-program only rider on June 1, 2009. In 
October 2009, Duke Energy Carolinas also began offering demand 
response programs in North Carolina, In December 2009, the NCUC 
approved the save-a-watt compensafion mechanism and, effective 
Januaty 1, 2010, Duke Energy Carolinas began billing a rate rider 
reflecfing both consen/ation and demand response prc^rams. Since 
thatfime, addifional programs have been filed by Duke Energy 
Carolinas and approved by the NCUC for delivery under the 
save-a-watt mechanism. The save-a-watt programs and 
compensation approach in Nortii Carolina are approved tiirough 
December 3 1 , 2013. 

Duke Energy Carolinas began offering demand response and 
conservation programs to South Carolina retell customers effecfive 
June 1, 2(Xl9. In Januaty 2010, tiie PSCSC approved a save-a-watt 
rider for Duke Eneî y Carolinas' enei^ efliciency programs. Duke 
Energy Carolinas began billing this rider to retell customers 
Februaiy 1, 2010. Since that time, additional programs have been 
filed by Duke Energy Carolinas and approved by the PSCSC for 
deliveiy under the save-a-watt mechanism. The save-a-watt 
programs and compensation approach in South Carolina are 
approved through DecemberSl, 2013. 

Save-a-wati: was approved by the PUCO in December 2008, in 
conjunction with the Electric Securify Plan (ESP), and Duke Energy 
Ohio began offering programs and billing a rate rider effective 
Januaty 1, 2009. Save-a-watt was approved in Ohio through 
December 3 1 , 2011. A shared-savings compensafion mechanism 
was filed with the PUCO on July 20, 2011, with a proposed effective 
dateof January 1, 2012. Approval of Duke Energy Ohio's shared-
savings mechanism is pending with the PUCO, 

On September 28, 2010, Duke Energy Indiana filed a petition 
for new energy efficiency programs to enable meeting the lURC's 
ener^ efficiency mandates. Duke Energy Indiana's proposal requests 
recovery of costs through a rider including lost revenues and 
incentives for "core plus" energy efficiency programs and lost 
revenues and cost recoveiy for "core" energy efi'iciency prc^rams. The 
hearingoccurred in July 2011 and an order is expected in the first 
quarter of 2012. 

In January 2010, Duke Energy Kentucky withdrew the 
applicafion to implement save-a-watt. Energy efficiency programs 
confinue under Duke Energy Kentuck/s existing demand-side 
management prog'am. 

SmartGrid and Distributed Renewable Generation Demonstration 

Project. 

Duke Energy Indiana filed a petition and case-in-chief 
testimony, supporting its request to build an intelligent distribution 
grid in Indiana. The proposal requested approval of distribufion 
formula rates or, in the altemafive, a SmartGrid rider to recover the 
return on and ofthe capital costs ofthe build-out and the recovety of 
incremental operafing and maintenance expenses, Duke Energy 
Indiana filed supplemental testimony in Januaty 2009 to reflect fiie 
impacts of new favorable tex treatment on the cosVbenefit analysis for 
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SmartGrid. In response to issues raised by intervenors, Duke Energy 
Indiana filed rebutial tesfimony agreeing to slow its deployment, and 
agreeing to work with the parties collaboratively to design time 
differentiated rate and energy management system pilots. During 
2GQ9, filings by intervenors and Duke Energy Indiana have been 
made that address various issues related to SmartGrid. On April 16, 
2010, Duke Energy Indiana filed supplemental testimony in support 
of a revised SmartGrid proposal. An evidentiary hearing was held in 
July 2010. The IURC issued an order on October 19, 2011, ' 
dismissing the case, without prejudice or consideration of the merits 
of the case, due to tiie substantial delay in adjudication. Duke Energy 
will be evaluafing Its future plans for the demonstration of SmartGrid 
technology in Indiana. 

Duke Energy Ohio received approval to recover expenditures 
incurred ta deploy the SmartGrid infrastructure in December 2008 in 
conjuncfion with the approval of Duke Energy Ohio's ESP filing. In 
June 2009, Duke Energy Ohio filed an. application to esteblish rates 
for retum of Its SmartGrid net costs incurred for gas and electric 
distribution service through the end of 2CX}8. The rider for recwerlng 
electric SmartGrid costs was approved by the PUCO in its order 
approving the ESP. Duke Energy Ohio proposed Its gas SmartGrid 
rider as part of its most recent gas distribution rate case. A Stipulation 
and Recommendation was entered into by Duke Energy Ohio, Steff of 
the PUCO, Kroger Company, and Ohio Partners for Affordable 
Energy, which provides for a revenue increase of $4.2 million under 
the electric rider and $590,000 under the natoral gas rider. Approval 
ofthe Stipulation and Recommendation occurred in May 2010. 
Duke Energy Ohio filed its application for 2009 cost recovery in July 
2010 and a Stipulation and Recommendation was filed on 
February 14, 2011, which provides for a revenue requirement 
increase of $8.7 million under the electric rider and $5 million under 
the gas rider. The PUCO approved tiie Stipulation on March 23, 
201O OnJuneSO, 2 0 U , Duke Energy Ohio filed its application for 
2010 cost recovery. As part of the Stipulation and Recommendation, 
Duke Energy Ohio agreed to include a mid-deployment summary and 
review with its second quarter 2011 filing outlining ite expenditores, 
deployment milestones, system performance levels and customer 
benefits In comparison to those outiined In the original plan. The 
PUCO has also begun an audit of the program, the results of which 
will be addressed in the case seeking recovery of 2010 costs. 

Duke Energy Business Sen/ices was awarded a $200 million 
SmartGrid investment grant from the DOE in October 2009. The 
original grant applicafion was based on a scaled SmartGrid 
deployment in Ohio and Indiana and a distiibufion automation pilot 
In Kentucky. However, due to the regulatoiy activities In Indiana 
described above, the project was re-scoped to include a phased-in 
approach in Indiana and additional deployments In Kentucky, North 
Carolina and South Carolina. The re-scoped grant was finalized with 
the DOE in May 2010. Subsequent to the re-scoping of the grant, as 
mentioned above, the IURC denied Duke Energy Indiana's proposed 
SmartGrid pilot without prejudice and Duke Ener^ Indiana Is 
currently evaluating te future SmartGrid plans and fiming. 

energy legislation at both the federal and state level. For example, the 
North Carolina legislation (SB 3) 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 energ/ targets. With the passage of 
Senate Bill 221 (SB 221) in Ohio in 2008, Duke Energy Ohto Is 
required to secure renewable energy and include an Increasing 
percentage of renewables as part of its resource portfolio, The 
compliance percentages are based on a three-year historical average 
of its Standard Service Offer load. The requirements begin at 0.25% 
ofthe baseline load fiom all renewable resources, including0.004% 
to be specifically from solar beginning in 2009, Increasing to 12.5% 
total renewable, with 0.5% from solar by 2024, Ofthese 
percentages, at least 50% of each resource fype must come from 
resources located within tiie state of Ohio. To address this legislafion, 
Duke Energy Ohio Initiated several acquisifion activities focused on 
meeting the specific near-term 2009, 2010 and 2011 requirements. 
Effective December .10, 2009, the PUCO adopted a set of reporting 
standards known as "Green Rules" which will regulate energy 
efliciency, alternative energy generafion requirements and emission 
reporting for activities mandated by SB 221, 

The North Carolina REPS was enacted In 2007 as part of SB 3 
and became effective January 1, 2008. SB 3 requires fiiat renewable 
energy must equal 0,02% of retail sales beginning in 2010 and 
Increases to 12.5% by 2021. A portion of tiie requirement may be 
met through energy efficiency programs (less than 25% until 2020 
and less tiian 40% thereafter). A portion may also be met through 
purchases of unbundled out-of-state renewable energy credits (less 
than 25%). Duke Energy Carolinas recovers the majorify of costs 
associated with renewable compliance through rate rider regulatoty 
recovery; these costs apply only to North Carolina customers, REPS 
rider charges are statutorily capped in order to limit the impact of • 
renewable compliance coste on customers and spending beyond the 
cost cap is not required. 

The Indiana state legislature passed Senate Bill 251 in 2011, 
establishing a Voluntary Portfolio Standard, IURC njlemakingis 
undenway with final rules expected mId-2012, 

Duke Energy Carolinas expects to be deemed in full compliance 
witii these requirements in 2012, subject to NCUC order, and Duke 
Energy Ohio also expects to be in full compliance with these 
requirements in 2012. 

inventory 

Generation of electiicify is capital-intensive, USFE&G must 
maintain an adequate stock of foel, materials and supplies in order to 
ensure continuous operafion of generating facilities and reliable 
delivery to customers, Asof December 3 1 , 2011, the Inventory 
balance for USFE&G was $1,356 million. See Note 1 to the 
Consolidated Financial Statements, "Summary of Significant 
Accounfing Policies," for addifional information, 

Renewable Energy. 

Concerns of climate change and energy securify, carbon 

emissions and a desire to stimulate energy related to economic 

development have resulted in rising government support of renewable 

Nuclear Insurance and Decommissioning 

Duke Energy Carolinas owns and operates the McGuire and 

Oconee Nuclear Stations and operates and has a partial ownership 
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interest In the Catewba Nuclear Station. The McGuire and fiie 
Catawba Nuclear Stations each have two nuclear reactors and the 
Oconee Nuclear Station has three. Nuclear insurance Includes-, 
nuclear liability coverage; property, decontemlnafion and premature 
decommissioning coverage; and business interruption and/or extra 
expense coverage. The otiier joint owners of the Catawba Nuclear 
Station reimburse Duke Enetgy Carolinas for certain expenses 
associated with nuclear insurance premiums per the Catawba 
Nuclear Stafion joint owner agreements. The Price-Anderson Act 
requires Duke Energy Carolinas to provide for public nuclear llablllfy 
claims resulting from nuclear incidents to the maximum total financial 
protection liabllify, which currently is $12.6 billion. See Note 5 to the 
Consolidated Financlai Statements, "Commiflnents and 
Contingencies — Nuclear Insurance," for more information, 

Duke Energy Carolinas has a significant futore financial 
commitment to dispose of spent nuclear fuel and decommission and 
decontaminate the plant safely. The NCUC and the PSCSC require 
that Duke Energy Carolinas updates ite cost estimate for 
decommissioning ite nuclear plants every five years, tiie most recent 
site-specific nuclear decommissioning cost studies were completed in 
January 2009 and showed total estimated nuclear decommissioning 
costs, including fiie cost to decommission plant components not 
subject to radioactive contamination, of $3 billion in 2(X18 dollars. 
This esfimate includes Duke Energy Carolinas' 19,25% ownership 
interest in the Catawba Nuclear Station. The other joint owners of the 
Catawba Nuclear Station are responsible for decommissioning coste 
related to their ownership interests in the stafion. The balance of the 
external Nuclear Decommissioning Trust Funds (NDTF) was $2,060 
million as of December 31 , 2011 and $2,014 million as of 
December 3 1 , 2010. Both the NCUC and the PSCSC have allowed 
Duke Energy Carolinas to recover estimated decommissioning costs 
through retail rates over tbe expected remaining service periods of 
Duke Energy Carolinas' nuclear stations. Duke Energy Carolinas 
believes that the decommissioning coste being recovered through 
rates, when coupled with the exisfing fund balance and expected 
fond eamings, will be sufficient to provide for the cost of future 
decommissioning. See Note 9 to tiie Cijnsolidated Financial 
Statemente, "Asset Retirement Obligations," for more informafion. 

Regulation 

State 

The NCUC, the PSCSC, the PUCO, the IURC and the KPSC 
(collectively, the state utilify commissions) approve rates for retail 
electric service witfiin their respective states. In addition, the PUCO 
and the KPSC approve rates for retail gas distribution service within 
their respective states. The state utilify commissions, except for tiie 
PUCO, also have authorify over the construction and operation of 
USFE&G's generating facilities. CPCN's issued by the sfate utilify 
commissions, as applicable, aufiiorlze USFE&G to construct and 
operate its electric facilities, and to sell electi'icify to retell and 
wholesale customers. Prior approval from the relevant state utilify 
commission is required for Duke £nerg/'s regulated operating 
companies to issue securifies. 

Duke Eneigy Carolinas 2011 North Carolina Rate Case. 

In January 2012, the NCUC approved a settlement agreement 
between Duke Energy Carolinas and the North Carolina Utilities 
Public Staff (Public Staff) to limit Duke Energy Carolinas to an 
average 7.2% increase in retail rates, or approximately $309 million. 
The terms ofthe agreement included a 10,5% return on equify and a 
capital structure of 53% equify and 47% long-term debt. Revised 
rates went into effect in February 2012. 

Duke Energy Carolinas 2011 South Carolina Rate Case. 

In January 2012, the PSCSC approved a settlement agreement 
between Duke Energy Carolinas, the Office of Regulatory Staff (ORS), 
Wal-Mart Stores East, LP, and Sam's East, Inc. The terms ofthe 
agreement included an average 6,0% increase in retail and 
commercial revenues, or approximately $93 million. The proposeo 
settlement Included a 10.5% return on equify and a capitel structure 
of 53% equify and 47% long-term debt. Revised rates went into 
effect in February 2012. 

Duke Eneigy Carolinas 2009 North Carolina Rate Case. 

In December 2009, tiie NCUC approved a settlement 
agreement between Duke Energy Carolinas and the North Carolina 
Public Staff. The terms ofthe agreement Included a base rate 
increaseof $315 million (or 8%) phased In primarily over a two-year 
period beginning January 1, 2010. In order to mitigate the impact of 
the increase on customers, the agreement provided for (i) a one-year 
delay in the collection of financing costs related to the Cliffside 
modernization project until January 1, 2011; and (ii) tiie accelerated 
retum of certain regulatoty liabilifies to customers which lowered the 
totel Impact to customer bills to an increase of 7%. The settlement 
included a 10.7% return on equify and a capital structure of 52.5% 
equify and 47.5% long-term debt. 

Duke Energy Carolinas 2009 South Carolina Rate Case. 

In January 2010, the PSCSC approved a settlement agreement 
filed by Duke Enetgy Carolinas, Office of Regulatoty Steff (ORS), and 
South Carolina Energy Users (Committee (SCEUC) The terms ofthe 
agreement included (I) a $74 million increase in base rates, (ii) an 
allowed return on equify of 11% with rates set at a return on equify 
of IQ.7% and capitel structure of 53% equify, and (iii) vartous riders. 
Including one tiiat provides for the retorn of Demand Side 
Management (DSM) charges previously collected from customers 
over three years, and another that provides for a storm reserve 
provision allowing Duke Energy Carolinas to collect $5 million 
annually (up to a maximum funding level of $50 million 
accumulating in resen/es) to be used against large storm costs in any 
particular period. The new rates were effective Februaiy 1, 2010. 

Duke Energy Ohio Standard Sen/ice Offer (SSO) Filing. 

The PUCO approved Duke Energy Ohio's new ESP in November 
2011. The ESP includes competitive auctions for electricity supply for 
a term of Januaiy 1, 2012 through May 31 , 2015. The ESP also 
includes a provision for a non-bypassable stability charge of $110 
million per year to be collected from 2012-2014 and requires Duke 
Energy Ohio to transfer Ite generation assete to a non-regulated 
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affiliate on or before December 31, 2014. Duke Eneigy Ohio's 
USFE&G segment successfolly conducted initial auctions in 
December 2011 to sen/e SSO customers effective January 2012, 
New rates for Duke Enetgy Ohio went into effect for SSO customers 
in January 2012, 

The new ESP effectively separates the generation of electi'icity 
from Duke Energy Ohio's retail load obligafion, Duke Energy Ohio's 
retail load obligation is satisfied through compefitive auctions, the 
costs of which are recovered fi-om customers. As a result, Duke 
Eneigy Ohio now earns margin on the transmission and distribufion 
of electricify only and not on the cost of the underlying energy. 

For more information on rate matters, see Note 4 to the 
Consolidated Financial Statemente, "Regulatoty Matters— Rate 
Related Information," 

Federal 

The FERC approves USFE&G's cost-based rates for electric sales 
to certain wholesale customers, as well as sales of transmission 
sen'ice. Regulations of FERC and the state utilify commissions govern 
access to regulated electric and gas customer and other data by 
non-regulated entities, and services provided between regulated and 
non-regulated energy affiliates, These regulations affect the activities 
of non-regulated affiliates with USFE&G, 

Regional Transmission Organizations. 

Duke Energy Indiana is a transmission owner in a regional 
transmission organization (RTO) operated by tiie 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 Ite 
footprint and In Januaty 2009 it began administering an ancillary 
services market.' Additionally, In April 2009, the Midwest ISO began 
administering a voluntary capacify auction, and in June 2009, 
Instituted a tariff based capacify requirement. 

The Midwest ISO Is the provider of transmission service 
requested on the transmission facilities under ite teriff. It is 
responsible for the reliable operation of tiiose fi-ansmission facilities 
and the regional planning of new transmission facilities. The Midwest 
ISO administers energy markete utilizing Locational Marginal Pricing 
(i.e., the energy price for the next MW may vaiy 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. 

Effective January 1, 2012, Duke Energy Ohio and Duke Energy 
Kentucky became transmission owners in a RTO operated by PJM 
Interconnection, LLC (PJM), F'JM operates in a manner similar to the 
Midwest ISO as described above. Prior to this date, Duke Energy 
Ohio and Duke Energy Kentucky were transmission owners in the 
Midwest ISO, 

Other 

USFE&G is subject to the jurisdiction ofthe 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 unite 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 unite are licensed through 2041 
and 2043, respectively, while the two Clatawba unite are licensed 
through 2043, 

, All but one of USFE&G's hydroelectric generating facilities are 
licensed by the FERC under Part 1 of tiie Federal Power Act. The 
FERC has jurisdiction to issue new hydroelecti'ic operating licenses 
when the existing license expires. The 13 hydroelectric stations ofthe 
Catawba-Wateree Project are in the late stages of tiie FERC 
relicensing process. These stations continue to operate under annual 
extensions of the current FERC license, which expired in 2008, until 
the FERC issues a new license, which Is currently projected to be 
issued in late 2012, Relicensing is now underway for two 
hydroelectric stations comprising the Keowee-Toxaway Project, The 
current Keowee-Toxaway Project license does not expire until 2016 
and the project will confinue to operate under the current license until 
the new license is issued. All other hydroelectric stations are operafing 
under current operating licenses, including ten hydroelectiic stations 
(in the East Fork, West Fork, Nantahala, Biyson, Mission, Franklin, 
and Markland Projects) for which new licenses were issued in 2010 
through 2012. Duke Energy expects to receive new licenses for all 
applicable hydroelectric facilifies with the exception ofthe 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 agreemente and Duke Energy Carolinas is continuing 
with stream restoration and post-removal monitoring as requested by 
FERC's license surender oider. 

USFE&G is subject to the jurisdiction ofthe U.S. Environmental 
Protecti'on Agency (EPA) and state and local environmental agencies. 
For a discussion of environmental regulation, see "Environmental 
Matters" In this secfion. 

See "Otiier Issues" section of Management's Discussion and 
Analysis of Financial Condition and Resulte of Operafions for a 
discussion about potential Global Climate Change legislation and other 
EPA regulations under development and the potential impacte such 
legislation and regulation could have on Duke Energy's operations. 

COMMERCIAL POWER 

Commercial Power owns, operates and manages power plante 
and engages in toe wholesale marketing and procurement of electric 
IDower, foel and emission allowances related to these plante as well 
as other contractual positions. Commercial Power's generation 
operations, excluding renewable energy generafion assete, consist 
primarily of coal-fired and gas-fired non-regulated generafion assete 
which are dispatched into wholesale markete. These assete are 
comprised of 7,550 net MW of power generation primarily located in 
tiie Midwestern U.S, The asset portfolio has a diversified fuel mix 
with base-load and mid-merit coal-fired unite as well as combined 
cycle and peaking natural gas-fired unite. The coal-fired generation 
assets were dedicated under the Duke Energy Ohio ESP through 
December 31, 2011. As discussed in the USFE&G section above, 
the new ESP eflBctively separates tiie generation of electricify from 
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Duke Energy Ohio's retell load obligation as of January 1, 2012. As a 
result, Duke Energy Ohio's coal-fired generation assete no longer 
serve retail load customers or receive n^tiated pricing under fiie 
ESP, The generation assete began selling all of their electricify into 
wholesale markets in January 2012 and going fonA'ard will receive 
wholesale energy margins and capacity revenues from PJM at rates 
currently below those previously collected under the prior ESP. These 
lower energy margins and capacity revenues are expected to be 
partially ofl^et by a non-bypassable stability charge collected from 
Duke Energy Ohio's retell customers Uirough 2014. Commercial 
Power has fully hedged ite forecasted coal-fired generation. Capacity 
revenues are 100% contracted in PJM through May 2015. 

For information on Commercial Power's genei3tion facilifies, see 
"Commercial Power" in Item 2, "Properties" 

Commercial Power also has a retail sales subsidiary, Duke 
Ener©/ Retail Sales, LLC (Duke Energy Retail), which Is certified by 
the PUCO as a Competitive Retail Electric Supplier (CRES) provider in 
Ohio. Duke Energy Retail serves retail electric customers In 
southwest, west central and noritiern Ohio with energy and other . 
enei^ sen/Ices at competifive rates. Due to increased levels of 
customer switching as a result of the compefitive markets in Ohio, 
which is discussed forther below, Duke Energy Retail has focused on 
acquiring customers that had previously been served by Duke Energy 
Ohio under the ESP, as well as those previously served by other Ohio 
franchised ufilities. 

Through Duke Energy Generation Sen/ices, Inc. (DEGS), 
Commercial Power engages in toe development, construction and 
operation of renewable energy projecte. Currently, DEGS has a 
significant pipeline of development projecte and approximately 1,100 
. net MW of renewable generafing capacity in operation as of 
DecemberSl, 2011. In addition, DEGS develops commercial 
transmission projecte. DEGS also owns and operates electric 
generafion for large energy consumers, municipalifies, ufilities and 
indusfi-ial tacilities. DEGS currently manages approximately 3,700 
MW of power generation at various sites throughout the U,S, 

Rates and R^^ulation 

Effective January 1, 2009, Commercial Power's primarily coal-
fired generation assete began operating under the Duke Energy Ohio 
ESP, which expired on December 31 , 2011. Prior to the ESP, toese 
generation assets had been contracted through the Rate Stabilization 
Plan (RSP), which expired on December 3 1 , 2008. 

Prior to December 17, 2003, Commercial Power did not apply 
regulatory accounting treatment to any of its operations due to the 
comprehensive electric deregulation legislation passed by tiie state of 
Ohto In 1999. In April 2008, new legislation (SB 221) was passed 
in Ohio and signed by the Govemor of Ohio in May 2008. This law 
codified the PUCO's authorify to approve an electric utility's Standard 
Service Offer either through an ESP or a Market Rata Offer (MRO), 
which is a price determined thn^ugh a competitive bidding process. 
In July 2008, Duke Energy Ohio filed an ESP and, with cerisin. 
amendmente, the ESP was approved by tiie PUCO on December 17, 
2008. The approval ofthe ESP on December 17, 2(X)8 resulted in 
the reapplicafion of regulatoty accounting treatment to certain 
portions of Commercial Power's operations as of that date. The ESP 
became effective on January 1, 2009. 

Despite certain portions of the Ohio retail load operations not 
meeting the criteria for applying regulatoty accounting treatment, all 
of Commercial Power's Ohio retail load operations' rates were subject 
to approval by the PUCO through December 2011, and thus toese 
operations, through December 31 , 2011, were referred to here-in as 
Commercial Power's regulated operafions. 

As discussed in the USFE&G secfion above, the PUCO 
approved Duke Energy Ohio's new ESP in November 
2011.In November 2011, as a result of changes resulfing from the 
PUCO's approval of the new ESP, Commercial Power stopped 
applying regulatoiy accounting treatment to Ite Ohio operations. As of 
December 31 , 2011, no portion of Commercial Power applies 
regulatoty accounfing. 

For more information on rate matters, see Note 4 to the 
Consolidated Financial Statemente, "Regulatory Matters— Rate 
Related Information." 

Commercial Power is subject to regulation at the federal level, 
primarily from FERC, Regulations of FERC govern access to regulated 
electric customer and other data by non-regulated entities, and 
services provided between regulated and non-regulated energy 
affiliates. These regulations affect the activities of Commercial Fewer. 

Commercial Power Is subject to tiie jurisdiction of the EPA and 
state and local environmentel agencies. (For a discussion of 
environmentel regulation, see "Environmental Matters" in this section.) 

See "Other Issues" secfion of Management's Discussion and 
Analysis of Financial Condition and Results of Operations for a 
discussion about potenfial Global Climate Change legislation and the 
potential impacte such legislati'on could have on Duke Energy's 
operations. 

Market Environment and Competition 

Commercial Power competes for wholesale contracte for the 
purchase and sale of electricify, coal, natural gas and emission 
allowances. The market price of commodities and services, along 
with the qualify and reliability of sen/ices provided, drive competition 
in the energy marketing business. Commercial Power's main 
competitors include other non-regulated generators tn the Midwestern 
U.S., wholesale power providers, coal and natoral gas suppliers, and 
renewable enetgy. 

Fuel Supply 

Commercial Power relies on coal and natural gas for ite 

generafion of electtic energy. 

Coal. 

Commercial Power meete ite coal demand tiirough a porffolio of 
purchase supply contracte and spot agreemente. Large amounte 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 requlremente not met by 
supply contracts. Expiration dates for ite supply contracte, which have 
various price adjustment provisions and market re-openers, range 
torough 2018. Commercial Power expecte to renew these contracte 
or enter Into similar contracte with other suppliers for the quantities 
and qualify of coal required as existing contracte expire, though prices 
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will fiuctoate over time as coal marî ete change. The majority of 

commercial Power's coal is sourced from mines in the Northem 

Appalachian and Illinois basins. Commercial Power has an adequate 

supply of coal to fuel ite projected 2012 operafions. The majorify of 

Commercial Power's coal-flred generafion is equipped with flue gas 

desulfurization equipment. As a result, Commercial Power is able to 

satisfy tiie current emission limitations for SO2 for existing facilities. 

Gas. . 

Commercial Power Is responsible for the purchase and the 

subsequent delivery of natoral gas to ite gas turbine generators. In 

general Commercial Power hedges ite natural gas requlremente using 

financlai contracts. Physical gas is purchased in the spot market to 

meet generation needs, 

INTERNATIONAL ENERGY 

International Energy principally operates and manages power 
generation facilities and engages in sales and mari<eting of electi'ic 
power, natural gas, and natural gas liquids outeide the U,S. It 
conducte operafions through Duke Energy Intemafional, LLC (DEI) 
and ite affiliates and Ite activities princlpalfy target power generafion In 
Latin America. Additionally, International Energy owns a 25% interest 
in Nafional Metoanol Company (NMC), a large regional producer of 
metiianol and methyl tertiary bufyl ether (MTBE) located in Saudi 
Arabia. The Investment in NMC is accounted for under the equity 
method of acixunfing, Interhafional Energy has a 25% ownership 
Interest in Attiki Gas Supply S,A. (Attiki), a natural gas distributor 
located in Atiiens, Greece, which was accounted for under the equity 
method of accounfing through December 31 , 2009. In Januaiy 
2010, the counterparty to Attiki's non-recourse debt issued a nofice 
of default due to Duke Energy's failure to make a scheduled semi
annual Installment payment of principal and interest In November 
2009 and following Duke Energy's December 2009 decision to 
abandon its investment In Attiki and the related non-recourse debt. In 
December 2011, Duke Energy entered into an agreement to sell its 
ownership interest to an existing equity owner in a series of 
transactions tiiat will result in full discharge of ite debt obligation; the 
transaction Is scheduled to close in March 2012. See Note 13 to the 
Consolidated Financial Statemente, "Investmente in Unconsolidated 
Affiliates and Related Party Transactions," for addifional information. 

International Energy's customers include retail distributors, 
electrtc utilities. Independent power producers, marketers and 
industrial/commercial companies. International Energy's current 
strategy is focused on optimizing the value of ite current Lafin 
American portfolio and expanding tiie portfolio through investment In 
generafion opportonifies in Lafin America. 

International Ener©/ owns, operates or has substantial Interests 
in approximately 4,600 gross MW of generafion facilities. For 
Information on International Energy's generation facilities, see 
"Intemational Energy" in Item 2, "Properties" 

Competitian and Regulation 

Intemafional Eneigy's sales and marketing of electric power and 

natural gas competes directiy with other generators and marketers 

serving ite market areas. Competitors are country and region-specific 

but include government-owned electi'ic generafing companies, local 
distribufion companies with self-generation capability and other 
privately-owned electric generating and marketing companies. The 
principal elemente of competition are price and availabilify, terms of 
service, fiexibility and reliability of service, 

A high percentage of International Energy's portfolio conslste of 
baseload hydnxlectrlc generation facilities which compete with other 
forms of electiic generation available to International Energy's 
customers and end-users, including natural gas and fuel oils. 
Economic activity, consen/ation, legislation, governmental regulations, 

. weather, additional generation capaclti'es and other factors affect the 
supply and demand for elecfricity in the regions served by 
Intemational Energy. International Energy's operations are subject to 
both country-specific and international laws and regulations, (See 
"Environmental Matisrs" in tills section.) 

OTHER 

The remainder of Duke Energy's operations is presented as 
Other. While It is not an operating segment. Other primarily indudes 
certain unallocated corporate coste, Bison Insurance Company 
Limited (Bison), Duke Energy's wholly-owned, capfive insurance 
subsidlao', contributions to the Duke Energy Foundation, Duke 
Energy's effective 50% interest in DukeNet Communications, LLC 
(DukeNet) and related telecom businesses, and Duke Energy Trading 
and Markefing, LLC (DETM), which is 40% owned by Exxon Mobil 
Corporation and 60% owned by Duke Energy and management is 
currently In the process of winding down. 

Bison's principal activities as a captive insurance entity include 
the indemnificafion of various business risks and losses, such as 
property, business interrupfion, workers' compensation and general 
liability of subsidiaries and affiliates of Duke Energy. DukeNet 
develops, owns and operates a fiber optic communications network, 
primarily in the southeast U.S., sen/ing wireless, local and long
distance communications companies, Internet service providers and 
other businesses and organizations. 

Regulation 

The entifies within Other are subject to the jurisdiction of state 

and local agencies. 

GEOGRAPHIC REGIONS 

For a discussion of Duke Energy's foreign operations see 
"Managements Discussion and Analysis of Resulte of Operafions" 
and Notes 3 and 14 to the Consolidated Financial Statemente, 
"Business Segmente" and "Risk Management, Derivative Insfrumente 
and Hedging Activities," respectively. 

EMPLOYEES 

On December 31 , 2011, Duke Energy had 18,249 employees. 
A total of 4,445 operating and maintenance employees were 
represented by unions. 
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EXECUTIVE OFFICERS OF DUKE ENERGY 

Stephen G. De May 49 Sen/or Wee PrKJdeni, investor Helathns 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 
ser\'ed as Assistant Treasurer since April 2006, upon the merger of Duke Energy and CineiBy. Until tfie merger of 
Duke Energy and Cinergy, Mr. De May served as Vice President, Energy and Environmental Policy of Duke Energy 
since February 2004. 

Lynn J. Good 

Dhlaa M. Jamil 

Marc E. Manly 

James E. Rogers 

B. Kefth Tt^nt 

Jennifer L. Weber 

Steven K. Young 

52 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 served as Senior Vice . 
President and Treasurer since December 2006; prior to that she setved as Treasurer and Vice President, Financial 
planning since October 2006; and prior to that she served 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 served as Execufive 
Vice President and Chief Financial Officer of Cinergy fi-om August 2005 and Vice President, Finance and Controller of 
Clnerg-; from November 2003 to August 2005. 

55 Group Executive, Chief Generation Officer and Chief Nuclear Officer. Mr. Jamil assumed his position as Chief 
Generation Officer in July 2009 and his position as Chief Nuclear Officer ir, February 2008. Prior to ttiat he sewed 
as Senior Vice President, Nuclear Support, Duke Energy Carolinas, LLC since January 2007; and prior to that he 
served as Vice President, Catawba Nuclear Station, since July 2003. 

59 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 served as Executive Vice President and Chief Legal 
Officer of Cinergy since November 2002, 

64 Chairman, President and Chief Executive Officer. Mr. Rogers assumed the role of Chief Executive Officer and 
President in April 2005, 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 Cinei^y, Mr, Rogers ser '̂ed as Chairman of the Board of 
Cinergy since 2000 and as Chief Executive Officer of Cinergy since 1995, 

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

45 Group Executive of Human Resources and Corporate Relations. Ms. Weber assumed her current position in 
January 2011. Prior to that she sen/ed as Senior Vice President and Chief Human Resources Officer since November 
2008. Prior to that she served as Senior Vice President of Human Resources at Scripps Networks Interactive from 
2005 to 2008, 

53 Sen/or Vice President and Controller. Mr. Young assumed his current position In December 2005, Prior to tiiat he 
served 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 served as Vice President and Controller of Duke Energy since June 
2005. Prior to that Mr, Young sen/ed as Senior Vice President and Chief Financial Officer of Duke Energy Carolinas 
from March 2003 to June 2005. 

Executive officers serve until their successors are duly elected. 

There are no family relationships between any of the executive officers, nor any arrangement or understanding between any executive 

oflicer and any other person involved in officer selection. 
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GENERAL 

Duke Eneigy Subsidiary R^strant Overview. 

Duke Energy Carolinas. 

Duke Energy Carolinas generates, transmits, distributes and sells 
electrici^ In central and western North Carolina and western South 
Carolina, Duke Energy Carolinas is subject to the regulatoiy provisions 
ofthe NCUC, the PSCSC, tiie NRC and FERC. Duke Energy Carolinas 
operates one reportable business segment, Franchised Electiic, which 
generates, transmits, distributes and sells electricity. Substantially all 
of Franchised Electi'ic operafions are regulated and qualify for 
regulatory accounting treatment. For addifional information regarding 
this business segment. Including financlai Infbrmation, see Note 3 to 
the Consolidated Financial Statements, "Business Segments." 

Duke Energy Carolinas' service area covers 24,000 square 
miles with an estimated populafion of 6.B million and supplies 
electric ser̂ /ice to 2.4 million residenfial, commercial and industrial 
customers. See Item 2. "Propert;ies" for iirther discussion of Duke 
Energy Carolinas' generating facilities, transmission and distribution. 

The remainder of Duke Energy Carolinas' operations Is 
presented as Other. Although it Is not considered a-business segment. 
Other primarily consists of certain govemance costs allocated by its 
parent, Duke Energy. 

Duke Energy Ohk). 

Duke Energy Ohio is a wholly-owned subsidiary of Cinergy, 
which is a wholly-owned subsidiary of Duke Eneigy. Duke Energy 
Ohio is a combinafion electric and gas public ufility that provides 
service In southwestern Ohio and northern Kentucky throu^ Its 
wholly-owned subsidiary Duke Energy Kentucky, as well as electric 
generation in parts of Ohio, Illinois, Indiana and Pennsylvania. Duke 
Energy Ohio's principal lines of business include generafion, 
transmission and disb'Ibution of electricity, the sale of and/or 
transporiation of natural gas, and energy marketing. Duke Energy 
Kentucky's principal lines of business include generation, 
transmission and distribution of electricity, as well as ti^e sale of and/ 
or transportafion of natural gas. References herein to Duke Energy 
Ohio include Duke Energy Ohio and its subsidiaries. Duke Energy 
Ohio is subject to the regulatory provisions of the PUCO, the KPSC 
and FERC. 

Duke Energy Ohio Business Segments. At December 31, 
2011, Duke Energ/ Ohio operated two business s^ments, both of 
which are considered reportable segments under the applicable 
accounfing mles: Franchised Electric and Gas and Commercial 
Power. For additional information on each ofthese business 
segments. Including financial information, see Note 3 to the 
Consolidated Financial Statements, "Business Segments." 

The following is a brief description of the nature of operations of 
each of Duke Energy Ohio's reportable business segments, as well as 
Other: 

Franchised Electric and Gas. Franchised Electric and Gas 
consists of Duke Energy Ohio's regulated electric and gas 
transmission and distribufion systems located in Ohio and Kentucky, 

including its regulated eiectric generation in Kentucky. Franchised 
Electric and Gas plans, constmcts, operates and maintains Duke 
Energy Ohio's transmission and disti-ibufion systems, which generate, 
transmit and distribute electric energy to consumers in soutiiwestern 
Ohio and nori:hern Kentucky. Franchised Electric and Gas also 
transports and sells natural gas in southwestem Ohio and northern 
Kentucky. Substanfially all of Franchised Electric and Gas' operations 
are regulated and, accordingly, these operations qualif/ for regulatory 
accounfing treatiment. 

Duke Energy Ohio's Franchised Electric and Gas sen/ice area 
covers 3,000 square miles with an estimated population of 
2.1 million and supplies electric sen/ice to 830,000 residential, 
commercial and industrial customers and provides regulated 
transmission and distribution sen/Ices for natural gas to 500,000 
customers. See Item 2. "Properties" for further discussion ofDuke 
Energy Ohio's Franchised Electric and Gas generating facilifies. 

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 posifions. Commercial 
Power's generation operafions consists of primarily coal-fired 
generafion assets located in Ohio which were dedicated under the 
Duke Energy Ohio ESP through December 31 , 2011 and are 
dispatched into wholesale markets effecfive January 1, 2012 and 
gas-fired non-regulated generation assets which are dispatched into 
wholesale markets. These assets are comprised of 7,550 net MW of 
power generafion primarily located in the Midwestern U.S, The asset 
portfolio has a diversified fuel mix witii base-load and mid-merit coal-
fired units as well as combined cycle and peaking natural gas-fired 
units. Duke Energy Ohio's Commercial Power reportable operating 
s^ment does not include the operations of DEGS or Duke Energ/ 
Retail, which is included In the Commercial Power reportable 
operating segment at Duke Energ/. See Item 2, "Properties" for 
further discussion of Duke Energy Ohio's Commercial Power 
generating facilities. 

The PUCO approved Duke Energy Ohio's new ESP in November 
2011. The ESP includes competitive auctions for electricity supply for 
a term of January 1, 2012 through May 31 , 2015. The ESP also 
includes a provision for a non-bypassable stability charge of $110 
million per year to be collected from 2012-2014 and requires Duke 
Energy Ohio to ti'ansfer its generation assets to a non-regulated 
affiliate on or before December 3 1 , 2014, The FE&G portion of Duke 
Energy Ohio's business successfully conducted Initial aucfions In 
December 2011 to serve SSO customers effective January 2012. 
New rates for Duke Energ/ Ohio went into effect for SSO customers 
in January 2012. 

See Note 4 to the Consolidated Financial Statements, 
"Regulati)ry Matters," for further discussion related to the ESP.. 

Through December 31,2011, Duke Energy Ohio's primarily 
coal-tired assets, as excess capacity allov^ ,̂ also generate revenues 
through sales outside the ESP load customer base, and such revenue 
is termed wholesale. In 2011 and 2010 Duke Energy Ohio eamed 
approximately 24% and 13%, respectively, of its consolidated 
operafing revenues from PJM, These revenues relate to the sale of 
capacity and electric!^ from the gas-fired non-regulated generation 
assets. In 2009 no single counterparty contributed 10% or more of 
consolidated operating revenue. 
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Other. The remainder of Duke Enei^ Ohio's operations is 

presented as Other. Although it is not considered a business segment, 

Other primarily conslste cf certain governance costs allocated by Its 

ultimate parent, Duke Energy. 

Duke Energy Indiana. 

Duke Eneigy Indiana, an Indiana corporation organized in 
1942, is a wholly-owned subsidiaiy of Cinergy. Duke Energy Indiana 
generates, transmits and distributes electi'icity in central, nort:h 
central, and southern Indiana. Duke Energy Indiana is subject to the 
re^latory provisions ofthe IURC and FERC. Duke Energy Indiana 
operates one report:able business segment, Franchised Electric, which 
generates, transmits, distributes and sells electricity. The substantial 
majority of Duke Energy Indiana's operations are regulated and 
qualify for regulatory accounting treatiment. For additional Information 
regarding this business segment, including financial informafion, see 
Note 3 to tine Consolidated Financial Statements, "Business 
Segments." 

Duke Energy Indiana's sen/ice area covers 23,000 square miles 
with an esfimated population of 3.0 million. Duke Energy Indiana 
supplies electric service to 790,000 residenfial, commercial and 
industrial customers. See Item 2. "Properties" for further dixussion of 
Duke Energy Indiana's generating facilities, transmission and 
disti'ibution. 

The remainder of Duke Energy Indiana's operations is presented 
as Other. Although it is not considered a business segment. Other 
primarily includes certain governance costs allocated by its ultimate 
parent, Duke Energy. 

ENVIRONMENTAL MATTERS 

The Duke Energy Registrants are subject to federal, stete and 
local laws and regulations with r^ard to air and water quality, 
hazardous and solid waste disposal and other environmental matters. 
Duke Energ/ is also subject to Intemational lav̂ G and regulations with 
regard to air and water quality, hazardous and solid waste disposal 
and otiier environmental matters. Environmental laws and regulations 
affecting the Duke Energy Registrants include, but ate not limited to-. 

• The Clean Air Act (CAA), as well as state law^ and regulations 
impacting air emissions, including State Implementafion Plans 
related fn existing and new national ambient air quality 
standards for ozone and particulate mafi:er, 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 Environmentel Response, Compensation 

and Liability Act, which can require any individual or entity 

that currentiy owns or in tine 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 
Conservati'on and Recovery Act, which requires certain solid 
wastes, including hazardous wastes, to be managed pursuant 
tij a comprehensive regulatoiy regime. 

•The National Environmental Policy Act, which requires federal 

agencies to consider potential environmental Impacts In theit 

decisions, including siting approvals. 

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 legislafion could have on fiie Duke Energ/ 
Registrants' operations. Additionally, other recently passed and 
potenfial future environmental laws and regulations could have a 
significant impact on tiie Duke Energy Registrants' results of 
operafions, cash flov^ or financial posifion. However, if and when 
such laws and regulations become effective, the Duke Energy 
R^istrants will seek appropriate regulatpry recovery of costs to 
comply within its regulated operations. 

For more infomiation on environmental matters involving the 
Duke Energy Registrants, including possible liability and capital costs, 
see Notes 4 and 5 to the Consolidated Financial Statements, 
"Regulatory Matters," and "Commitments and Contingencies-
Environmental," respectively. Except to tine extent discussed In Note 4 
to the Consolidated Financial Statements, "Regulatory Matters," and 
Note 5 to the Consolidated Financial Statements, "Commitments and 
Contingencies," compliance with current International, federal, state 
and local provisions regulating the discharge of materials into the 
envitQnn:ient, or otiierwise protecting the environment. Is incorporated 
into the routine cost structure of our various business segments and Is 
not expected to have a material adverse effect on the competitive 
position, consolidated results of operations, cash flov/s or financial 
position ofthe Duke Energy Registrants. 
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ITEM IA. RISK FACTORS. 

Unless ofiienwise indicated, the riskfacti^rs discussed below 
generally relate to risks associated with all of the Duke Energ/ 
Registrants. Risks identified at the Subsidiary Regstrant level are 
generally applicable to Duke Energy. 

The Duke Energy Registrants' franchised electric revenues, 
earnings and results are dependent on state legislatk>n and 
regulation that affect electric generation, transmission, distribution 
and related actnnties, which may limit Duke Eneigy's ability to 
recover costs. 

The Duke Energy R^istrants' franchised electi'ic businesses are 
reflated on a cost-of-sen/ice/rate-of-retijrn basis subject to the 
statutes and regulatory commission njles and procedures of Nortti 
Carolina, South Carolina, Ohio, Indiana and KentiJcky. If the Duke 
Energy Registrants' franchised electric eamings exceed the retums 
established by the state r^ulatoiy commissions, the Duke Energy 
Registrants' retail electi'ic rates may be subject to review and possible 
reduction by the commissions, which may decrease the Duke Energy 
Registrants' fufijre earnings. Additionally, if regulatory bodies do not 
allow recovery of costs incurred in providing sen/ice on a timely basis, 
the Duke Energy Regisfi-ants' future eamings could be negafively 
Impacted, 

If legislative and regulatoty structures were to ^olve In such a 
way that fiie Duke Energy Registrants' exclusive rights to sen/e their 
franchised customers were eroded, the Duke Energy Registi'ants' 
futiJre eamings could be negatively impacted. 

The Duke Energy Registrants' businesses are subject to extensive 
federal regulation that will affect the Duke Energy Registrants' 
operations and costs. 

The Duke Energy Registrants are subject \D regulation by FERC, 
the NRC and various other federal agencies. Regulafion affects almost 
eveiy aspect of tiie Duke Energy Registrants' businesses, including, 
among other things, the Duke Energy Registrants' ability to: take 
fundamental business management acfions; determine the terms and 
rates ofthe Duke Energy R^istrants' ti'ansmission and disti'ibution 
businesses' sen/ices; make acquisitions; Issue equity or debt 
securities; engage In transactions between tiie Duke Energy 
Registrants' utilities and other subsidiaries and affiliates; and the 
ability of the operafing subsidiaries to pay dividends to the Duke 
Energy Registrants. Changes to these regulations are ongoing, and 
tiie Duke Energy Registrants cannot predict the futijre course of 
changes in this regulatory environment or the ultimate effect that this 
changing regulatory environment will have on the Duke Energ/ 
Registrants' business. However, changes in r^ulatlon {including 
re-regulating previously deregulated markets) can cause delays in or 
afl'ect business planning and ti'ansactions and can substantially 
increase the Duke Energy Registrants' costs. 

The Duke Energy Registrants must meet credit quality standards 
and there is no assurance that they and their rated subsidiaries 
will maintain investment grade credit ratings. If the Duke Energy 
Registrants or their rated subsidiaries are unable to maintain an 
investment grade credit rating, the Duke Energy Registrants would 
be required under credit a|?%ements to provide collateral in the 
form of letters of credit or cash, which may materially adversely 
affect tiie Duke Ene i ^ Re^slrants' liquidity. 

Each of the Duke Energy Registrants and their rated subsidiaries 
senior unsecured long-term debt is currentiy rated investment grade 
by various rating agencies. The Duke Energy Registrants cannot be 
sure that the senior unsecured long-term d ^ t of the Ouke Enetgy 
Registrants or their rated subsidiaries will be rated investinent grade 
in the future. 

If the rating agencies were to rate the Duke Energy Registrants 
or their rated subsidiaries below investment grade, the enfities' 
borrowing costs would Increase, perhaps significantiy. In addition, 
their potential pool of investors and funding sources would likely 
decrease. Further, if the Duke Ener^ Regstrants' short:-term debt 
rating were to fall, the entities' access to tiie commercial paper market 
could be significanfiy limited. Any downgrade or other event 
negatively affecting the credit ratings of the Duke Energy Registrants' 
subsidiaries could make their coste of borrowing higher or access to 
funding sources more limited, which in turn could Increase tiie Duke 
Energy Registrants' need to provide liquidity in the form of capital 
contribufions or loans to such subsidiaries, thus reducing the liquidity 
and borrowing availability of the consolidated group. 

A downgrade below investinent grade could also require the 
Duke Energy R^istrants to post addifional collateral in the form of 
leti:ers of credit or cash under various credit agreements and tri^er 
termination clauses in some interest rate derivative agreements, 
which would require cash payments. All of tiiese events would likely 
reduce the Duke Energy Registrants' liquidity and profitability and 
could have a material adverse effect on the Duke Energy Registrants', 
financial position, results of operations or cash fiows. 

Duke Energy relies on access to short-term money markets and k)nger-
tenn capital martets to finance Duke En»gy's capital requirements 
^ d support Duke Energy's liquidity needs, and IXjke Elegy's acc^s 
to tiiose markets can be adversely affected by a number of conditions, 
many of whkh are beyond Duke Energy's control. 

Duke Energy's business is financed to a large degree througi 
debt and the maturity and repayment profile of debt used to finance 
investments often does not correlate to cash flov^rs from Duke 
Energy's assets. Accordin^y, Duke Energy relies on access to both 
short-term money markets and longer-term capital markets as a 
source of liquidity for capital requirements not safisfied by the cash 
tiow from Duke Energy's operafions and to fund Investments 
originally financed throu^ 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 operafions and 
implement its strategy and business plan as scheduled could be 
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adversely affected. An inability to access capital may limit Duke 
Energy's ability to pursue improvements or acquisitions that Duke 
Energy may othen/vise rely on for future growth. 

Market disruptions may increase Duke Energ/s cost of 
borrowing or adversely affect Duke Energy's abillfi/ to access one or 
more financial markets. Such disruptions could Include: economic 
downtums; the bankruptcy of an unrelated energy company; capital 
market conditions generally; market prices for electricity and gas; 
terrorist attacks or threatened attacks on Duke Energy's facilities or 
unrelated energy companies; or the overall health of the energy 
industiy. The availabillt/ of credit under Duke Energy's revolving 
credit facilifies depends upon tiie ability of the banks providing 
commitments under such tacilities to provide funds when tiieir 
obligations to do so arise. Systematic risk of the banking system and 
the financial markets could prevent a bank from meeting its 
obligations under the facility, 

Duke Eneigy maintains revolving credit facilities to provide 
back-up for commercial paper programs and/or letters of credit at 
various enfities. These facilifies typically include borrowing sublimits 
for certain subsidiaries and financial covenants which limit the 
amount of debt that can be outstanding as a percentage of tiie total 
capital for the specific entity. Failure to maintain tiiese covenants at a 
particular entity could preclude Ouke Energy from issuing commercial 
paper or Duke Energy and the particular enfi^ from issuing letters of 
credit or borrowing under the revolving credit faclllt/. Additionally, 
tailure 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. 

The Subsidiary R^slrants rely on access to short-tenn intercompany 
bonwwings and longer-term capital markets to finance the Subsidiary 
Registrants' capital requirements and support their liquklity needs, 
and tiie Subsidiaty Registrants' access to those markets can be 
adversely affected by a number of conditions, many of which are 
beyond the Subsidiary R^strants control. 

The Subsidiary Registrants' businesses are financed to a large 
degree through debt and the maturity and repayment profile of debt 
used fo finance Investments often does not correlate to cash fiov\^ 
from tiie Subsidiary Registrants' assets. Accordingly, the Subsidiary 
Registrants rely on access lo short:-term borrowings via Duke Energy's 
money pool arrangement and financings from longer-term capital 
mail̂ ets as a source of liquidity for capital requirements not satisfied 
by the cash flow from Its operations and to fund investments 
originally financed through debt instruments with disparate 
matijrities. If the Subsidiaiy Registrants are not able to access capital 
at compefitive rates or tiie Subsidiary Registrants cannot obtain short:-
term borrowings via the money pool arrangement, their ability to 
finance their operafions and implement their strategy could be 
adversely affected. 

Market disruptions may Increase the Subsidiary Registrants' cost 
of borrowing or adversely affect the Subsidiaiy Registrants' 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 attacks or threatened attacks on the 
Subsidiaiy Registrants' facilifies or unrelated energy companies; or the 

overall health of the energy industry. Restrictions on the Subsidiary 
Registrants' ability to access financial markets may also affect its 
ability to execute its business plan as scheduled. An Inability to 
access capital may limit the Subsidiary Registrants' ability to pursue 
improvements or acquisitions that it may otherwise rely on for futore 
growth. The availability ofcredit under Duke Energy's revolving credit 
facilities depends upon the ability of the banks providing 
commitments under such facilities to provide funds when their 
obligations to do so arise. Systematic risk of the banking system and. 
the financial markets could prevent a bank from meeting its 
obligafions under the facility agreement. 

The Subsidiary Registrants' ultimate parent, Duke Energy, 
maintains revolving credit facilities to provide back-up for commercial 
paper programs and/or letters of credit at various entities. These 
facilities typically Include borrowing sublimits tor certain subsidiaries 
and financial covenants which limit the amount of debt that can be 
outstanding as a percentage ofthe total capital for the specific entity. 
Failure to maintain these covenants at either Ouke Energy or the 
Subsidiary Registrants could preclude Duke Energy or the Subsidiary 
Registi'ants from issuing leti;ers of credit or borrowing under the 
revolving credit facility. 

The Duke Eneigy Registrants are exposed to credit risk of the 

customers and counterparties with whom the Duke Energy 

Registrants do business. 

Adverse economic conditions affecting, or financial difficulties of, 
customers and counterparties with v/hom the Duke Energy 
Registrants do business could impair the ability ofthese customers 
and counterparties to pay for the Duke Energy Registrants' services or 
fulfill their contractual obligations, including loss recovery payments 
under insurance contracts, or cause them to delay such payments or 
obligations. The Duke Energy R^lstiants depend on these customers 
and counterpart:ies to remit payments on a timely basis. Any delay or 
default in payment could adversely affect the Duke Energy 
Registrants' cash flows, financial position or results of operations. 

The Duke Energy Registrants are sut^ect to numerous 
environmental laws and r^;ulations that require significant capital 
eiqiendrtures that can increase the Duke Energy Registrants' cost 
of operations, and which may impact or limit the Duke Energy 
Registrants' business plans, or expose tiie Duke Energy 
Registrants to environmental liabilities. 

The Duke Energy Registi'ants are subject to numerous 
environmental laws and r^ulafions affecting many aspects of the Duke 
Energy R^istrants' present and future operations, including air 
emissions (such as reducing NO;,, SO2 mercury and greenhouse gas 
emissions in tiie U.S.), 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 
regulati'ons generally require the Duke Energy R^istrants to obtain and 
comply wifii a wide variety of environmentel licenses, permits. 
Inspections and other approvals, Compliance witii e^ /̂irQ^mental laws 
and regulations can require significant expenditures, including 
expenditures for cleanup costs and damages arising from contaminated 
properties, and failure to comply with environmentel regulations may 
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result in tiie Imposition of fines, penalfies and Injunctive measures 
affecfing operafing assets. The steps the Duke Energy Registrants cou}i:) 
be required to take to ensure that its facilities are in compliance could 
be prohibitively expensive. As a result, the Duke Energy Registrants 
may be required to shut down or alter the operation of their facilities, 
which may cause the Duke Energ;/ Registrants to incur losses. Further, 
tiie Duke Energ/ Registrants' regulatory rate structijre and the Duke 
Energ/ Registrants' contracts with customers may not necessarily allow 
the Duke Energy Registrants to recover capital costs the Duke Energy 
Registrants incur to comply with new environmental relations. Also, 
the Duke Energy Regisfi-ants may not be able to obtain or maintain 
from fime to fime all required environmental regulatory approvals for the 
Duke Energy Registrants' operating assete or development projects, If 
tiiere is a delay In obtaining any required environmentel regulatory 
approvals, if the Duke Ener^/ Reglstiante fail to obtain and comply with 
them or if environmental laws or regulations change and become more 
stringent, tiien tiie operation of tiie Duke Energy Registrants' 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 witii current environmental regulations will have a 
material adverse effect on the Duke Energ/ Regisfi-ante' financial 
position, results of operations or cash flov\G, no assurance can be made 
that the costs of complying with environmental regulations in the future 
will not have such an effect. 

The EPA has proposed new federal regulations governing the 
management of coal combustion by-products, including fly ash. 
These regulations may require the Duke Energy R^lstrants to make 
additional capital expenditures and Increase the Duke Energy , 
Registrants' operating and maintenance costs. . 

Additionally, other potential new environmentel regulations, 
limiting the use of coal acquired from mountaintop removal and 
imposing additional requirements on water discharges associated with 
mountaintop removal, could require the Duke Energy Registrants to 
increase costs of fuel and make addifional related capitel expendifijres. 
In addition, the Duke Energy Registrants are generally responsible for 
on-site liabilities, and in some cases ofl'-slte liabilifies, associated with 
the environmental condition of tiie Duke Energ/ Registrants' power 
generation facilities and natural gas assets which the Duke Energy 
Registrante have acquired or developed, r^rdless of when the 
liabilities arose and whether they are known or unknown. In connection 
with some acquisitions and sales of assets, the Duke Energy 
R^istrants may obtain, or be required to provide. Indemnification 
against some environmentel liabilities. If the Duke Energy Registrants 
incur a material liability, or the other party to a transaction fails to meet 
its Indemnificafion obligations to the Duke Energy Registrants, the Duke 
Energy Registrants could suffer material losses. 

The Duke Energy R^istrants are involved in numerous legal 
proceedings, the outcome of which are uncertain, and resolution 
adverse to the Duke Eneigy Re^strants could n^atively affect the 
Duke Energy R^istrants' financial position, results of operations or 
cash flows. 

The Duke Energy Registrants are 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 the Duke Energ},' Registrants 
cannot predict the outcome of Individual matters with assurance. It is 
reasonably possible that the final resolution of some of the matters in 
which the Duke Energy Registrante are Involved could require the 
Duke Energy Registrants to make additional expenditures, in excess 
of established resen/es, over an extended period of time and In a 
range of amounte that could have a material efl'ect on the Duke 
Energy Registrants' cash flov\^ and resulte of operations. Similarly, it 
is reasonably possible that the terms of resolution could require the 
Duke Energy Registrants to change the Duke Energy Registrante' 
business practices and procedures, which could also have a material 
effect on the Duke Energy Registrante' financial position, results of 
operations or cash flows. 

The Duke Energy Registrants' results of operations may be 

n^^atively affected by overall market, economic and other 

conditions that are beyond the Duke Energy Re^sb'ants' control. 

Sustained downturns or sluggishness in the economy generally 
affect the markets in which the Duke Energy Registrante operate and 
negafively influence the Duke Enei^ Registrante' energy operations. 
Declines In demand for energy as a result of economic downturns In 
the Duke Energy Registrante' franchised electric sen/ice territories will 
reduce overall sales and lessen the Duke Energy Registrants' cash 
flows, especially as the Duke Energy Registrante' industrial customers 
reduce production and, therefore, consumption of electricity and gas. 
Although the Duke Energy Registrants' franchised electric and gas 
business is subject to regulated allowable rates of return and recovery 
of ceri:aln coste, such as fuel under periodic adjustment clauses, 
overall declines In electricity sold as a result of economic downturn or 
recession could reduce revenues and cash flows, thus diminishing 
results of operations. Additionally, prolonged economic downturns 
that negatively impact the Duke Energy Registrants' resulte of 
operations and cash fiows could result in future material impairment 
charges being recorded to write-down the carrying value of certain 
assets, Including goodwill, to their respective fair values. 

The Duke Energy Registrante also sell electricity Into the spot 
market or other competitive power markets on a contractoal basis. Wifii 
respect to such transactions, the Duke Energy Registranls are not 
guaranteed any rate of return on the Duke Energy Registrante' capital 
investmente tiirough mandated rates, and the Duke EnergyR^istrante' 
revenues and results of operations are likely to depend, in laige part, 
upon prevailing market prices in tiie Duke Energy Registrante' regional 
markete and other competitive markete. These market prices may 
fluctuate substantially over relatively short: periods of time and could 
reduce the Duke Ener^ Registrants' revenues and margins and thereby 
diminish tiie Duke Energy Registrante' resulte of operations. 

Factors tiiat could impact sales volumes, generation of electricity 
and market prices at which Duke Energy is able to sell electricity are 
as foilows: 

• weather condifions, including abnormally mild winter or 
summer weather that cause lower eneigy usage for heating or 
cooling purposes, respectively, and periods of low rainfall that 
decrease the Duke Energy Registrante' abiliti/ to operate ite 
facilities in an economical manner; 
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• supply of and demand for energy commodities; 

• transmission or transportation constrainte or Inefficiencies 
which impact the Duke Energy Registrante' non-regulated 
energy operations; 

• availability of competitively priced alternative energy sources, 
which are preferred by some customers over electricity 
produced from coal, nuclear or gas plante, and of energy-
efficient equipment which reduces energy demand; 

• natural gas, crude oil and refined products production levels 

and prices; 

• ability to procure satisfactory levels of inventory, such as coai 

and uranium; 

• electric generation capacity surpluses which cause the Duke 

Energy Registrante' non-regulated energy plante to generate 

and sell less electricity at lower prices and may cause some 

plante to become non-economical to operate; and 

• capacity and transmission service into, or out of, the Duke 
Energy Registrante' martlets. 

Coal Inventory levels have increased due to mild weather, low 
natural gas and power prices resulting In higher combined cycle 
gas-fired generafion, and the economy's overall effect on load. 
Continuation of these factors for an extended period of time, could 
result in addifional costs of managing the coal inventory such as 
purchased power or other coste. If these costs are not recoverable the 
Duke Energy Registrante resulte of operafions could be negatively 
impacted. 

Energy conservation could negatively impact the Ouke Energy 

Registrants' financial results. 

Certain regulatoiy and legislative bodies have Introduced or are 
considering requirements and/or incentives to reduce ener^ 
consumption by certain dates. Additionally, technological advances 
driven by federal laws mandating new levels of energy efficiency in 
end-use electric devices or other improvemente in or applications of 
technology could lead to declines in per capita energy consumption. 
To tiie extent conservation results in reduced energy demand or 
significantly slows the growth in demand, the Duke Energy 
Registi'ants' unregulated business activities could be adversely 
impacted. In the Duke Energy Registrants' regulated operafions, 
conservafion could have a negative impact depending on the 
regulatory treatment of the associated impacts. The Duke Energy 
Registrante currently have energy efficiency riders in place to recover 
the cost of energy efficiency programs In North Carolina, South 
Carolina, Ohio and Kentucky. Should the Duke Enei^ Registi'ants be 
required to invest in consen/ation measures tiiat result In reduced 
sales from effective conservation, regulatory lag in adjusting rates for 
the impact of these measures could have a negative financial impact. 

The Duke Energy Registrants' operating results may fluctuate on a 
seasonal and quarterly basis. 

Electi'ic power generation Is generally a seasonal business. In 

most parts of the U.S., and other markets in which the Duke Energy 

Regisfi'ante operate, demand for power peaks during the warmer 

summer months, with market prices typically peaking at tiiat fime. In 

other areas, demand for power peaks during the winter, Furijier, 

extreme weather conditions such as heat waves or winter storms 

could cause tiiese seasonal fluctuations to be more pronounced. As a 

result, in the future, the overall operating resulte of the Duke Energy 

Regisfi'ante' businesses may fluctuate substantially on a seasonal and 

quarterly basis and thus make period comparison less relevant 

Pot^itial terrorist activities or military or other actions, including 

cyber system attacks, could adversely affect the Duke Energy 

Registrants' businesses. 

The confinued threat of terrorism and the impact of retaliatory 
milltaiy and other action by fiie U.S. and Ite allies may lead to 
increased political, economic and financial market instability and 
volatility in prices for natoral gas and oil which may materially 
adversely affect the Duke Energy Regisfi'ante in ways the Duke 
Energy Registrante cannot predict at this fime. In addition, fijfijre acte 
of terrorism and any possible reprisals as a consequence of action by 
the U.S. and ite allies could be directed against companies operafing 
in the U.S. or their International affiliates. Cyber systems, 
infrasti'ucture and generation facilities such as tiie Duke Energy 
Registrante' nuclear plants could be potential targete of terrorist 
activities or harmful acfivities by Individuals or groups. The potential 
for terrorism has subjected the Duke Ener©/ Registrante' operations to 
increased risks and could have a material adverse effect on the Duke 
Energy R^istrante' businesses. In particular, the Duke Energy 
Registrante may experience increased capital and operafing coste to 
implement increased security for ite cyber systems and plante,-
including ite nuclear power plante under the NRC's design basis 
tiiteat requlremente, such as additional physical plant security, 
addifional securl^ personnel or additional capability following a 
terrorist incident. 

The insurance Industry has also been disrupted by these 
potential evente. As a result, tiie avallabilit/ of insurance covering 
risks the Duke Energy Registrants and the Duke Energy Registrante' 
competitors typically insure against may decrease. In addifion, the 
Insurance the Duke Energy Registrante are able to obtain may have 
higher deductibles, higher premiums, lower coverage limite and mote 
restrictive policy terms. 

Additional risks and uncertainties not currently known to tiie 
Duke Energy Regisfi'ante or tiiat the Duke Energy Registrants 
currently deems to be immaterial also may materially adve^ely affect 
the Duke Energy Registrante'financial condition, resulte of operafions 
or cash fiows. 
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Duke Energy Carolinas may incur substantial costs and liabilities 

due to Duke Energy Carolinas' ownership and operation of nuclear 

generating facilities. 

Duke Energy Carolinas' ownership Interest in and operation of •-
three nuclear stafions subject Duke Energy Carolinas to various risks 
Including, among other things: tiie potential harmful effecte on the 
environment and human health resulting from the operafion of 
nuclear facilities and the storage, handling and disposal of radioactive 
materials; limitations on tiie amounte 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 aspecte of decommissioning nuclear 
plante at tiie end of their licensed lives. 

Duke Energy Carolinas' ownership and operation of nuclear 
generafion facilifies requires Duke Energy Carolinas to meet licensing 
and safe^-related requlremente imposed by tiie NRC. In the event of 
non-compliance, the NRC may increase regulatory oversight, Impose 
fines, and/or shut down a unit, depending upon ite assessment of the 
severity of the situation. Revised security and safety requlremente 
promulgated fay the NRC, which could be prompted by, among otiier 
things, evente within or outeide of Duke Energy Carolinas' control, 
such as a serious nuclear Incident at a facility owned by a third-party, 
could necessitate substantial capital and other expenditures at Duke 
Energy Carolinas' nuclear plante, as well as assessments against 
Duke Energ/ Carolinas to cover third-party losses. In addifion, if a 
serious nuclear Incident were to occur, it could have a material 
adverse effect on Duke Energy Carolinas' resulte of operafions and 
financial condition. 

Duke Energy Carolinas' ownership and operation of nuclear 
generation facilities also requires Duke Energy Carolinas to maintain 
funded truste that are intended to pay for the decommissioning coste 
of Duke Energy Carolinas' nuclear power plante. Poor investinent 
performance of these decommissioning truste' holdings and other 
factors impacting decommissioning coste could untayorably impact 
Duke Eneigy Carolinas' liquidity and resulte of operations as Duke 
Energy Carolinas could be required to significantiy increase Ite cash 
contiibuti'ons to tiie decommissioning ti'uste. 

The Duke &ieigy Registrants' operating results depend on the 
successful operation of electric generating faciiities and tiie Duke 
Energy Registrants' ability to deliver electricity to customers. 

Operafing the Duke Energy Registrante' generating facilities and 
delivery systems involves many risks, such as operator error and 
breakdown or failure of equipment or processes, Including repair and 
replacement power coste; Uie inability to adequately manage 
generafion in times of extreme weather (i.e., storms, peak use , 
periods, drou^te, etc.); failure of Information technology systems and 
network infrastructure; operational limitations imposed by 
environmental or other regulatory requlremente; inadequate or 
unreliable access to transmission and distribution assets; inability to 
successfully and timely execute repair, maintenance and/or refljeling 
outages; Interruptions to the supply of fuel and otiier commodities 
used In generation; and failure to adequately forecast system 
requirement and commodity requiremente. Occurrences of these 

evente could adversely affect the Duke Energy Registi'ante' financial 

condition, resulte of operations or cash flows. 

The Duke Energy R^istrants' plans for future expansion and 
modernization of the Duke Energy Re^strants' generation fleet 
subject the Duke Eneigy Registrants' to risk of failure to 
adequately execute and manage its significant construction plans, 
as well as the risk of not recovering all costs or of recovering costs 
in an untimely manner, which could materially impact the Duke 
Ene i^ Registrants' results of operations, cash flows or financial 
position. 

The completion ofthe Duke Energy Registrante' anticipated 
capital investment projects in existing and new generation tacilities is 
subject to many construction and development risks, including, but 
not limited to, risks related to financing, obtaining and complying 
witii terms of permite, meefing constmction budgete and schedules, 
and satisfying operafing and environmental performance standards. 
Moreover, the Duke Energy Registrante' ability to recover all these 
coste and recovering costs In a timely manner could materially impact 
the Duke Energy Registrante' consolidated financial position, results of 
operations or cash fiows. 

the Duke Energy Regisb3nts' sales may decrease if the Duke 

Energy Registrants' are unable to gain adequate, reliable and 

affordable access to transmission assets. 

The Duke Energy R^istrante' depend on transmission and 
distribution facilities owned and operated by utilities arid other energy 
companies to deliver the electricity tiie Duke Energy Registrante' sell 
to the wholesale market. FERC's power transmission r^ulations, as 
well as those of Duke Energ/'s International markets, require 
wholesale electric transmission services to be offered on an open-
access, non-discriminatory basis. If transmission is disrupted, or if 
transmission capacity Is inadequate, the Duke Energy Registrants' 
ability to sell and deliver producte may be hindered. 

The different regional power markete have changing regulatoty 
structures, which could afl'ect the Duke Energy Registrante' growth 
and pertbrmance In these regions. In addifion, the independent 
system operators who oversee the transmission systems in regional 
power mari<ets have imposed in the past, and may impose in the . 
future, price limitations and other mechanisms to address volatility In 
the power markete. These types of price limitations and other 
mechanisms may adversely impact the profitability of the Duke 
Energy Registrants' wholesale power marketing business, 

Duke Energy Ohio's membership in a RTO presents risks that 
could have a material adverse effect on its results of operations, 
financial cwidition and cash flows. 

The price at which Duke Energy'Ohio can sell its generation 
capacity and energy is dependent on a number of factors, which 
include tiie overall supply and demand of generation and load, other 
state legislation or regulation, transmission congestion, and ite 
business rules. As a result, the prices In day-ahead and real-time 
energy markete and RTO capacit/ mariiete are subject to price 
volafility. Administrative costs imposed by RTOs, including the cost of 
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administering energy markete, are also subject to volafility. PJM 
Interconnection, LLC (PJM) conducte Reliability Pricing Model (RPM) 
base residual auctions for capacity on an annual planning year basis. 
The resulte of the PJM RPM base residual auction are impacted by 
the supply and demand of generafion and load and also may be 
Impacted by congestion and PJM rules relating to bidding for 
Demand Response and Energy Efficiency resources. Auction prices 
could fluctuate substantially over relafively short periods of time. Duke 
Energ/ Ohio cannot predict the outcome of future auctions, but if the 
auction prices are sustained at low levels, Duke Energy Ohio's resulte 
of operafions, financial condition and cash flows could tie adversely 
impacted. 

The mles goveming tiie various regional flower markete may also 
change, which could affect Duke Energy Ohio's coste and/or revenues. 
To the degree Duke Energy Ohio incurs significant additional fees and 
increased coste to participate in an RTO, Duke Energ/ Ohio's resulte of 
operations may be impacted. Duke Eneigy Ohio may be allocated a 
portion of tiie cost of transmission fadliti'es built by others due to 
changes in RTO transmission rate design. Duke Energy Ohio may be 
required to expand ite transmission system according to decisions made 
by an RTO ratiier than Duke Energy Ohio's internal planning process. 
While PJM ti'ansmission rates were initially designed to be revenue 
neutral, various proposals and proceedings cuirentiy taking place by the 
FERC may cause b'ansmlsslon rates to change from fime to fime. In 
addition, PJM has been developing rules associated with tiie allocation 
and methodolcgy of assigning coste associated witii Improved 
transmission reliability, reduced transmission congestion and firm 
transmission righte that may have a financial impact on Duke Energy 
Ohio, Duke Eners' Ohio may also incur fees and coste to participate in 
PJM, 

As a member of an RTO, Duke Energy Ohio Is subject to certain 
additional risks, including tiiose associated with the allocation among 
PJM members, of losses caused by unreimbu^ed defaulte of other 
partlcipante In tiie PJM market and those assxiated with complaint 
cases filed against PJM that may seek refunds of revenues previously 
earned by PJM members, Including Duke Energy Ohio, 

D^^gulation or restructuring in the electric industry may result in 
increased competition and unrecovered costs that could adversely 
affect Dute Energy Carolinas' and DuKe Energy Indiana's financial 
position, results of operations or cash flows and Duke Energy 
Carolinas' and DuKe Energy Indiana's utility businesses. 

Increased competition resulting from deregulafion or 
restructuring efforts, including from the Energy Policy Act of 2005, 
could have a significant adverse financlai Impact on Duke Energy 
Carolinas and Duke Energy Indiana and tiieir ufility subsidiaries and 
consequently on Duke Energy Carolinas' and Duke Energy Indiana's 
resulte of operations, financial posifion, or cash flows. Increased 
competifion could also result in increased pressure to lower coste, 
Including the cost of electricity. Retail compefifion and the 
unbundling of r^ulated energy and gas service could have a 
significant adverse financial impact on Duke Energy Carolinas and 
Duke Energy Indiana and their subsidiaries due to an impairment of 
assete, a loss of retail customers, lower profit margins or increased 
coste of capital. Duke Energ/ Carolinas and Duke Energy Indiana 
cannot predict the extent and timing of entry by additional 

competitors into tiie electric markete. Duke Energy Carolinas and 

Duke Energy Indiana cannot predict when they will be subject to 

changes in legislation or regulafion, nor can Duke Energy Carolinas 

and Duke Energy Indiana predict the impact of these changes on 

tiieir financlai position, resulte of operafions or cash flows, 

Duke Energy's investments and projects located outside of the 

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

countries, taxes, economic conditions, political conditions and 

policies of foreign governments. These risks may delay or reduce 

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

international projects. 

Duke Energy currently owns and may acquire and/or dispose of 
material energy-related investmente and projecte outeide the U.S, The 
economic, regulatory, mari<et and political condifions in some of the 
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 obligafions with respect to projecte and investmente, 
delays In construction, limitations on Duke Energy's ability to enforce 
legal righte, and interruption of business, as well as risks of war, 
expropriation, nationalization, reneggtiafion, trade sanctions or 
nullification of exisfing contracte and changes In law, regulafions, 
market rules or tax policy. 

Duke Eneigy'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 operatkins. 

Duke Energy's operafions and investmente outeide the U.S, 
expose Duke Energ/ to risks related to fluctuations in currency rates. 
As each local currency's value changes relative to the U,S. dollar — 
Duke Energy's principal reporting currency — tiie value In U.S, 
dollars of Duke Energy's assets and liabilities in such locality and the 
cash flov^/s generated In such locality, expressed in U,S. dollars, also 
change. Duke Energy's primary foreign currency rate exposure is to 
the Brazilian Real, 

Duke Energy selectively mitigates some risks associated with 
foreign currency fluctoations by, among other things. Indexing 
contracts to the U,S. dollar and/or local Infiation rates, hedging 
through debt denominated or Issued in the forei^ 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 
resulte of operations. 

Poor investment performance of the Duke Energy pension plan 

holdings and other factors impacting pension plan costs could 

unfavorably impact the Duke Eneigy Registrants' liquidity and 

results of operations. 

Duke Energy's coste of providing non-contributory defined 

benefit pension plans are dependent upon a number of factors, such 
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as tiie rates of return on plan assete, discount rates, the level of 

interest rates used to measure the required minimum funding levels 

ofthe plans, future government regulafion and Duke Energy's 

required or voluntary contributions made to the plans. The Subsidiaiy 

Registrante participate In employee benefit plans sponsored by their 

parent, Duke Energy. The.Subsidiary Registrants are allocated their 

proportionate share of tiie cost and obligafions related to these plans. 

Without sustained growth in the pension investments over time to 

increase the value of Duke Energ/'s plan assete and depending upon 

the otiier factors Impacfing Duke Energ/'s costs as listed above, Duke 

Energy could be required to fund its plans with significant amounte of 

cash. Such cash funding obligafions, and the Subsidiary Registrante' 

proportionate share of such cash funding obligafions, could have a , 

material Impact on the Duke Energy Registrante' financial position, 

resulte of operafions or cash flows. 

Failure to atti-act and retain an appropriately qualified workforce 
coMtd unfavorably impact the Duke Energy Registrants' results of 
operations. 

Certain evente, such as an aging workforce, mismatch of skill 
set or complement to future needs, or unavailability ot contract 
resources may lead to operating challenges and Increased coste. The 
challenges include lack of resources, loss of knowledge and a lengthy 
time period associated witii skill developmenL In this case, coste, 
including coste for contractors to replace employees, productivity 
coste and safety coste, may rise. Failure to hire and adequately train 
replacement employees. Including tiie transfer of significant internal 
historical knowledge and expertise to the new employees, or the 
future availability and cost of contract labor may adversely affect the 
ability to manage and operate the business. If the Duke Energy 
Registrants are unable to successfully attract and retain an 
appropriately qualified workforce, the Duke Energy Registrants' 
financial position or resulte of operations could be negatively affected. 

Duke Energy may be unable to obtain the approvals required to 
cornplete its merger with Progress Energy or, in order to do so, the 
combined company may be required to comply with material 
restricticms or conditions. 

On January 8, 2011, Duke Energy announced the execution of 
a Merger Agreement with Prepress Energy, Before the meiger may be 
completed, approval must be received from the FERC and various 
state utility, regulatory, antitrust and other authorities in the U.S., and 
there is no assurance tiiat Duke Energy will obtain all required 
approvals. Moreover, these govemmental authorities may Impose 
conditions on the completion, or require changes to the terms, of the 
merger, including restrictions or conditions on the business, 
operations, or financial performance of the combined company 
following completion of the merger. These conditions or changes 
could have the effect of delaying complefion of the merger or 
imposing additional coste on or limiting the revenues of the combined 
company following the merger, which could have a material adverse 
effect on the financial position, resulte of operafions or cash flows of 
the combined company and/or cause either Duke Energy or Progress 
Energy to abandon the merger. 

Condifions Imposed by govemmental authorities, including 

restrictions or conditions on the business, operations, or financial 

performance of Duke Energy Carolinas following the merger could 

have a material adverse eflect on the financial position, resulte of 

operafions or cash flows of Duke Energy Carolinas or could have a 

material reduction in the expected benefite of the transaction to Duke 

Energy shareholders. 

If completed, Duke Energy's meiger with Pro|?Bss Energy may not 

achieve its intended results-

Duke Energ/ and Progress Energy entered into the Merger 
Agreement with the expectation that the merger would result in 
various benefite, including, among other things, cost savings and 
operafing efficiencies relating to the joint dispatoh of generation and 
combining of fuel purchasing power Achieving the anticipated 
benefite of the merger is subject to a number of uncertainties, 
including market conditions, risks related to Progress Energy's and 
Duke Energy's respective businesses, and whether fiie business of 
Process Energy is integrated in an efficient and effective manner. 
Failure to achieve these anficipated benefite could result In increased 
coste; decreases in the amount of expected revenues generated by 
the combined company and diversion of management's time and 
energy and could have an adverse effect on the combined company's 
financial position, results of operations or cash flows. 

If completed, Duke Energy will record goodwill related to the 
merger with Prepress Energy. Impairment of goodwill could have a 
significant n^;ative impact on Duke Energy's financial condition 
and results of operations. 

Generally accepted accounting principles (GAAP) in the U.S. 
require fiiat one par^ to the merger be identified as the acquirer. In 
accordance with tiiese standards, the merger will be accounted for as 
an acquisifion of Progress Energy common stock by Duke Energy and 
will follow the acquisition method of accounting for business 
combinations. The assete and liabilities of Progress Energy will be 
consolidated with those of Duke Energy. The excess of the purchase 
price over the fair values of Progress Energy's assete and liabilities will 
be recorded as goodwill. 

The amount of goodwill, which is expected to be material, will 
be allocated to the appropriate reporting unite of the combined 
company. Duke Energy Is required to assess goodwill for Impaimient 
at least annually and more frequently If evente or circumstances 
occur that would more likely than not reduce the fair value of a 
reporting unit below ite carrying value. Under current accounfing 
guidance, an entity may first assess qualitative factors to determine 
whether It Is necessary to perform a two-step goodwill impairment 
test, Duke Energy's annual qualitative assessmente of goodwill 
include reviews of current forecasts compared to prbr forecaste, 
consideration of recent fair value calculations, If any, review of Duke 
Energy's, as well as its peers, stock price performance, credit rafings 
of Duke Energ/'s significant subsidiaries, updates to weighted average 
cost of capital (WACC) calculafions or review of tiie key inpute to the 
WACC and consideration of overall economic factors, recent 
regulatory commission actions and related regulatory climates, and 
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recent-.financial performance. Ifthe resulte of qualitative assessmente 
indicate that the fair value of a reporting unit is more likely than not 
less than the carrying value of tiie reporting unit, tiie two-step 
impairment test Is required. Step one ofthe Impairment test involves 
comparing the fair values of reporting units with their carrying values, 
including goodwill. To fine extent the carrying value of any of those 
reporting unite is greater than the fair value of the related reporting 
unite, a second step comparing the implied fair value of goodwill ti3 
the carrying amount would be required to determine if the goodwill Is 
impaired. Such a potential impairment could result in a charge that 
would have a material impact on Duke Energy's future financial 
posifion, results of operafions or cash flows. 

Duke Energy is subject to business uncertainties and contractual 
restrictions while the merger with Progress Energy is pending that 
could adversely affect Duke Enwgy's financial results. 

Uncertainty about the effect of the merger with Progress Energy 
on employees and customers may have an adverse effect on Duke 
Energy. Although Duke Energy has taken and intends to confinue to 
take steps designed to reduce any adverse effecte, these uncertalnti'es 
may- impair Duke Energy's ability to ati:ract, retain and motivate key 
personnel unfil the merger is completed and for a period of fime 
thereafl:er, and could cause customers, suppliers and others that deal 
with Duke Energy to seek to change existing business relationships. 
Employee retention and recruitment may be particulariy challenging 
prior to Uie completion of the merger, as employees and prospective 
employees may experience uncertainty about their future roles with 
the combined company. If, despite Duke Energy's retention and -
recruiting efforts, key employees depart or fail to accept employment 
with Duke Energy because of Issues relafing to the uncertainty and 
difficulty of Int^rafion or a desire not to remain with tiie combined 
company, Duke Energy's financial resulte could be afl'ected. 

The pursuit of the merger and the preparation for the Integration 
of Progress Energy Into Duke Energy may place a significant burden 
on management and internal resources. The diversion of 
management affenfion away from day-to-day business concerns and 
any difficulties encountered in the transiti'on and integration process 

ITEM IB. UNRESOLVED STAFF COMMENTS. 

None. 

could affect Duke Energy's financial position, resulte of operafions or 

cash flows. 

In addition, fiie Merger Agreement restricts Duke Ener^, 

without Progress Energy's consent, from making certain acquisifions 

and taking otiier specified actions until the merger occurs or the 

Merger Agreement terminates. These restricfions may prevent Duke 

Energy from pursuing otherwise ati:ractive business opportunities and 

making other changes to Duke Energ/s business prior to completion 

of the merger or termination of the Merger Agreement. 

Failure to ccwnplete the merger with Progress Energy could 

negatively impact Duke Energy's stock price and Duke Energy's 

future business and financial results. 

If Duke Energy's merger with Progress Energy Is not completed, 
Duke Energy's ongoing business and financial resulte may be 
adversely affected and Duke Energy will be subject to a number of 
risks, including the following: ^ 

" Duke Energy may be required, under specified circumstances 
set forth in the Merger Agreement, to pay Progress Energy a 
termination tee of $675 million i 

' Duke Energy will be required to pay coste relafing to the 
merger, including legal, accounting, financial advisory, filing 
and prinfing coste, whether or not tiie merger is completed; 
and 

• matt:ers relafing to Duke Energy's merger with Progress Energy 
(Including integration planning) may require substantial 
commitmente of time and resources by Duke Energy's 
management, which could otherwise have been devoted to 
otberopportxinitiesthat may have been beneficial to Duke , , 
Energy, 

Duke Energy could also be subject to litigation related to any 
failure to complete Ite merger witii Progress Energy. If the merger Is ' 
not completed, these risks may materialize and may adversely affect 
Duke Energy's financial position, resulte of operations or cash flows: . 
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ITEM 2. PROPERTIES. 

U.S. FRANCHISED ELECTRIC AND GAS 

The following table provides additional Information related to USFE&G's electi'ic generation stafions as of December 31 , 2011. The MW 

dteplayed In the table below are based on summer capacifi/. 

Name 

Duke Energy Carolinas: 
Oconee 
Catawba'̂ ' 
Belews Creek 
McGuire 
Marshall 
Bad Creek 
Lincoln CT 
Allen 
Rockingham CT 
Jocassee 
Buck CC 
Mill Creek CT 
Cliffside 
Riverbend 
Lee 
Cowans Ford 
Dan River 
Buck 
Buzzard Roost CT 
Keowee 
LeeCT 
Riverbend CT 
Buck CT 
Dan River CT 
Renewables (solar distributed generation) 
Other small hydro (26 plants) 

Total Duke Energy Carolinas 

Duke Energy Ohio; 
East Bend'w ' 
Woodsdale CT 
Miami Fort (Unit 6) 

Total Duke Energy Ohio 

Duke Energy Indiana: 
Glbson'c) 
Cayuga''̂ ' 
Wabash River̂ î 
Madison CT 
Gallagher'" 
Wheatiand CT 
Noblesville CC 
Henry County CT 
Cayuga CT 
Connersville CT 
Miami Wabash CT 
Markland 

Total Ouke Energy Indiana 

Total USFE&G 

Total MW 
Capacity 

2,538 
2,258 
2,220 
2,200 
2,078 
1,360 
1,267 
1,127 

825 
780 
620 
596 
556 
454 
370 
325 
276 
256 
176 
152 
82 
64 
62 
48 

9 
659 

21,358 

600 
462 
163 

1,225 

3,132 
1,005 

576 
576 
560 
460 
285 
129 
99 
86 
80 
45 

7,133 

29,716 

Owned MW 
Capacity 

2,538 
435 

2,220 
2,200 
2,078 
1,360 
1,267 
1,127 

825 
780 
620 
596 
555 
454 
370 
325 
276 
256 
176 
152 
82 
64 
52 
48 

9 
659 

19,535 

414 
462 
163 

1,039 

2.822 
1,005 

676 
576 
560 
460 
285 
129 
99 
86 
SO 
45 

6,823 

27,397 

(a) Tills generation facility is jointly owned by Duke Energy Carolinas, along with North Carolina Munlcip 
Piedmont Munidpal Power Agency. 

Fuel 

Nuclear 
Nuclear 

Coal 
Nuclear 

Coal 
Hydro 

Natural gas/Fuel oil 
Coal 

Natural gas/Fuel oil 
Hydro 

Natural gas 
Natural gas/Fuel oil 

Coat 
Coal 
Coal 
Hydro 
Coal 
Coal 

Natural gas/Fuel oil 
Hydro 

NatLjral gas/Fuel oil 
Natural gas/Fuel oil 
Natural gas/Fuel oil 
Natural gas/Fuel oil 

Solar 
Hydro 

Coal 
Natural gas/Propane 

Coal 

Coal 
Coal/Fuel oil 
Coal/Fuel oil 
Natural gas 

Coal 
Natural gas 
Natural gas 
Natural gas 

Natural gas/Fuel oil 
Fuel oil 
Fuel oil 
Hydro 

Location 

SC 
SC 
NC 
NC 
NC 
SC 
NC 
NC 
NC 
SC 
NC 
SC 
NC 
NC 
SC 
NC 
NC 
MC 
SC 
SC 
SC 
NC 
NC 
NC 
NC 

NC/SC 

KY 
OH 
OH 

IN 
IN 
IN 
OH 
IN 
IN 
IN 
IN 
IN 
IN 
IN 
IN 

Ownership Interest 
(percentage) 

100% 
19.25 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

69 
100 
100 

90 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

i\ Power Agency Number 1, Nortfi Carolina Electric Membership Corporation and 

(b) This generation iacili^ is jointly owned by Duke Energy Kentucky and a sulDsidiary of Dayton Power and Ugtit, inc. 
(c) Dul<e Energy Indiana owns and operates Gibson Station Units 1-4 and owns 

Power Association, Inc. and Indiana Municipal Power Agency. 
(d) Includes Cayuga Intemal Combustion (iC). 
(e) Includes Wabash River (IC). 

50.05% of Unit 5, but s ttie operator. Unit 5 is jointly owned by Duke Energy Indiana, Wabash Valley ; 
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(f) Duke Energy Indiana purchased a 62.5% interest in the 640 MW Vermillion station from Duke Energy Ohio in January 2012 and retired Gallaglier Units 1 and 3, representing 280 
MW, on February 1,2012, 

The following table provides information related to USFE&G's electric transmission and distribution properties. 

Duke Duke Duke 
Energy Energy Energy Total 

Carolinas Ohio Indiana USFE&G 

Electric transmission lines: 
Milesof 525 KV 
Mi te of 345 KV 
Milesof 230 KV 
Milesof 100 to 161 KV 
Milesof 13"to69 W 

500 

— 
2,600 
6,800 
3,100 

— 
1,000 

— 
700 
800 

— 
700 
700 

1.400 
2,500 

600 
1,700 
3,300 
8,900 
6,400 

Total conductor miles of electric transmission lines 

Electric distribution lines; 
Milesof overhead lines 
Mile of underground line 

Total conductor miles of electric distribution lines 

NumtMT of electric transmission and distiibution substations 

13,100 

66,700 
35,000 

101,700 

1,500 

2,500 

14,000 
5,600 

19,600 

300 

5,300 

22,600 
8,300 

30,900 

500 

20,900 

103,300 
48,900 

152,200 

2,300 

Substantially all of USFE&G's electric plant in service is mortgaged under the Indenture relating to Duke EnergyCarolinas'. Duke Energy 

Ohio's and Duke Energy Indiana's various series of First Mortgage Bonds. 

COMMERCIAL POWER 

The following table provides information about Commercial Power's generation portfolio as of December 3 1 , 2 0 1 1 , The MW displayed in 

the table below are based on summer capacity. 

Name 
Total MW 

Capacity 
Owned MW 

Capacity Plant Type Primary Fuel Location 
Ov/nership Interest 

(percentage) 

Duke E n e i ^ Ohio: 
J.M. StuartiaiibKd 
W.M. Zimmerî "< î 
W.C, Beckjordfai'ci 
Miami Fort (Units 7 and 8)'^'"^' 
ConesvilleW'i^'i'^' 
Killen< î(t.Kri 
Beckjord CT^ 
Dick's Creek<'̂ ) 
Miami Fort CT^ 
Hanging Rock 
Lee 
Vermillion^' 
Fayette 
Washington 

Total Duke Energy Ohio 

Duke Energy: 
Top ofthe World 
Notrees 
Campbell Hill 
North Allegheny 
Ocotillo 
Kit Carson 
Sliver Sage 
Happy Jack 
Shirley 
Bagdad 
TX Solar 
Other small solar. 

2,340 
1,300 
1,124 
1,000 

780 
600 
212 
152 
60 

1,240 
640 
640 
620 
620 

11,328 

200 
153 
99 
70 
59 
51 
42 
29 
20 
15 
14 
20 

912 
605 
862 
640 
312 
198 
212 • 
152 
60 

1,240 
640 
480 
620 
620 

7,553 

200 
153 
99 
70 
59 
51 
42 
29 " 
20 
15 
14 
20 

Steam 
Steam 
Steam 
Steam 
Steam 
Steam 

Simple Cycle 
Simple Cycle 
Simple Cycle 

Combined Cycle 
Simple Cycle 
Simple Cycle 

Combined Cycle 
Combined Cycle 

Coal 
Coal 
Coal 
Coal 
Coal 
Coal 

Fuel oil 
Natural gas 

Fuel oil 
Natural gas 
Natural gas 
Natural gas 
Natural gas 
Natural gas 

Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Solar 
Solar 
Solar 

OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
OH 
IL 
IN 
PA 
OH 

WY 
TX 
WY 
PA 
TX 
CO 
WY 
WY 
Wl 
AZ 
TX 

Various 

39% 
46.5 
76.7 

64 
40 

• 33 
100 
100 
100 
100 
100 
75 

100 
100 

lOO 
100 
100 
100 
100 
100 
100 
100 
-100 
100 
100 
100 

Duke Energy Renewables 772 772 

Total Commercial Power 12,100 8,325 

(a) These generation facililies aie iointiy owned by Dul<e Energy Ohio and suiKidiarles af American Eleciric Power, Inc. and/or Dayton Power and Lighl, inc. 
(b) Station is not operated Sy Dulw Energy Ohio. 
(c) These generation facilities were dedicated under the ESP througii December 31, 2011. 
(d) After receiving approval from the FERC and the IURC, on January 12, 2012, DukeEnergy Ohio completed ihe sale of its 75% ownership in IheVermillion Generating Station. Upon the 

close, Duke Energy Indiana and Ihe Wabash Valley Fewer Association, inc, held 62.5% and 37.5% inta-esis, respectively. 
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In addition to the above facilities. Commercial Power owns an equity interest in the 585 MW capacity Sweetwater wind projects Ixated in 

Texas and the.II MW capacity INDU Solar Holding JV. Commercial Power's share in these projects is 289 MW. 

INTERNATIONAL ENERGY 

The following table provides information about International Energy's generation portfolio asof December 31, 2011. 

Name 
Total MW 
Capacity 

Owned MW 
Capacity Fuel Location 

Ownership Interest 
(percentage) 

Paranapanema'̂ ' 
Egenor 
Cerros Colorados 
DEI El Salvador 
DEI Guatemala 
Electroquil 
Aguaytia 

2,307 
635 
576 
328 
366 
192 
175 

2,119 
635 
524 
295 
366 
163 
175 

Hydro 
Hydro/Diesel 

Hydrc/Natural Gas 
Fuel Oil/Diesel 

Fuel Oil/Diesel/Coal 
Diesel 

Natural Gas 

Brazil 
Peru 

Argentina 
El Salvador 
Guatemala 

Ecuador 
Peru 

95% 
100 
91 
90 

100 
85 

100 

Total 4.579 4,277 

la) Indudes Canoas I and II, which is jointly owned by Dul<e Energy and Companhia Brasileira de Aluminio. 

Intemational Energy also owns a 25% equity interest in NMC. In 2011, NMC produced approximately 1 million metric tons of methanol 

and In excess of 1 million metric tons of MTBE. Approximately 40% of methanol is normally used In the MTBE production. 

OTHER 

Duke Energy owns approximately 4.8 million square feet of corporate, regional and district office space spread throughout its service 
territories in the Carolinas and the Midwest. Additionally, Duke Energy leases approximately 1.6 million square feet of office space throughout 
the Carolinas, Midwest and In Houston, Texas, In February 2009, Duke Energ/ entered into a lease for approximately 500,000 square feet of 
office space in Charlotte, North Carolina, that became 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, "Regulatory Matters" and Note 5 to the Consolidated Financial Statements, "Commitments and Contingencies — Litigation" and 
"Commitments and Contingencies — Environmental." 

Brazilian Regulatory Citations. In September 2007, the State Environmental A^ncy of Parana (lAP) assessed seven fines against Duke 
Energy Intemational Geracao Paranapenema S.A. (DEIGP), totaling $15 million for failure to comply with reforestation measures allegedly 
required by state regulations in Brazil. On January 14, 2010, DEIGP received a notice that one of the fines was subsequently Increased, on 
grounds tiiat DEIGP is allegedly a repeat offender, which made the total current amount of all lAP assessments $23 million. DEIGP filed an 
administrative appeal, Between June and August 2009, three ofthese fines, in the total amount of $2.5 million, were judged to be valid in the 
administrative courts. DEIGP challenged those administrative court rulings, In the Brazilian state court, by filing three judicial actions for 
annulment and also requested that its payment obligations be enjoined pending resolution on the merits. In one of the three cases, the court 
granted DEIGP's request for Injunction, and subsequently ruled on the merits In favor of DEIGP. The plaintiff will likely appeal. In the second 
case, the court granted DEIGP's request for Injunction, and a decision on the merit is pending. In the third case, DEIGP's request for injunction 
was denied; however, DEIGP was granted pemnlssion to deposit the total amount ofthe fine in thecourt registry and to suspend entry ofthe 
debt In the state tax liability roster. 

Additionally, DEIGP was assessed three environmental fines by the Brazilian federal environmental enforcement agency, Brazil Institute of 
Environment and Renewable Natural Resources (IBAMA), totaling $266,000 for Improper maintenance of existing reforested areas. DEIGP 
believes that it has properly maintained all reforested areas and has challenged titese assessments. 

ITEM 4 . MINE SAFETY DISCLOSURES. 

This is not applicable for Duke Energy, 
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ITEM 5 MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS 
• AND ISSUER PURCHASES OF EQUITY SECURITIES. 

Duke Energy's common stock is listed for trading on the New York Stock Exchange (NYSE) (ticker symbol DUK). Asof February 2 1 , 2012, 

there were approximately 152,530 common stockholders of record. 

Common Stock Data by Quarter 

2011 2010 

Stock Price 
Range'̂ i 

Stock Price 
Rangeî > 

Dividends 
Dedared 

Per Share High Low 

Dividends 
Declared 

Per Share High Low 
First Quarter 
Second Quarter*' 
Third Quarter 
Fourth Quarter 

$0,245 
0.495 

— 
0.25 

$18.48 
19.50 
20.21 
22.12 

$17.36 
17.95 
16.87 
19.17 

$ 0,24 
0.485 

— 
0.245 

$17.29 
17.14 
18.08 
18.60 

$15.02 
15.47 
15.87 
17.19 

(a) Stock prices represent the intra-day higti and low si:ock price. 
(b) Dividends declared in June 2011 increased from $0,245 per share to! D,25 per share and dividends tteclared in June 2010 increased from $0.24 per share to $0,245 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 Energ/s liquidity. 

Securities Authorized for Issuance Under Equity Compensation Plans 

Duke Energy will provide infomiation that is responsive to this Item 5 In its definitive proxy statement or in an amendment to this Annual 
Report not later than 120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption "Security 
Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters," and possibly elsewhere therein. That information 
is incorporated in this Item 5 by reference. 

Issuer Purchases of Equity Securities for Fourth Quarter of 2 0 1 1 

There were no repurchases of equity securities during the fourth quarter of 2011 . 
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Stock Performance Graph 

The performance graph below Illustrates a five year comparison of cumulative total returns based on an initial investment of $100 In Duke 

Energy Corporation common stock, as compared with the Standard & Poor's (S&P) 500 Stock Index and Ifie Philadelphia Utility Index for the 

five-year period 2006 through 2011. 

This performance chart assumes $100 invested on December 31 , 2006, in Duke Energy common stock, in the S&P 500 Stxk Index and 

In the Philadelphia Utilib/ Index and that all dividends are reinvested, 

$200 

$150 

$100 

$0 
2006 2007 2008 2009 2010 2011 

• Duke Energy Corporation S&P 500 Index •Philadelphia Utility Index 

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 Fonn 10-K for the year ended December 31 , 2011. In May 2011, Duke Energy's Chief 

Executive Officer, as required by Section 303A. 12(a) of the NYSE Listed Company Manual, certified to the NYSE that he was not aware of any 

violation by Duke Energy of the NYSE's corporate govemance listing standards. 
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ITEM 6. SELECTED FINANCIAL DATA.(̂ > 

jn millions, except per-share amounts) 2011 2010 2009 2008 2007 

Statement of Operations 
Total operating revenues 
Total operating expenses 
Gains (losses) on sales of other assets and other, net 

$14,529 
11,760 

8 

$14,272 
11,964 

153 

$12,731 
10,518 

36 

$13;207 
10,765 

69 

$12,720 
10,222 

(5) 

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 Extraordinary Items 
Extraordinary items, net of tax 

Net income 
Net income (loss) attributable to noncontrolling interests 

Net income attributable to Duke Energy Corporation 

2,777 
547 

. 859 

2,465 
752 

1,713 
1 

1,714 

1,714 
8 

$ 1,706 

• 2,461 
589 
840 

2,210 
890 

1320 
3 

1,323 

1,323 
3 

$ 1,320 

2,249 
333 
751 

1,831 
758 

1,073 
12 

1,085 

1,085 
10 

$ 1,075 

2,511 
121 
741 

1,891 
516 

1,275 
16 

1,291 
67 

1,358 
(4) 

S 1,362 

2,493 
428 
685 

2,236 
712 

1,524 
(22) 

1,502 

1,502 
2 

$ 1,500 

Ratio of Earnings to Fixed Chaises 
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 extraordinary items) 
Basic 
Diluted 

Earnings per share (from extraordinary items) 
Basic 
Diluted 

Net income attributable to Duke Energy Corporation common shareholders 
Basic 
Diluted 

Dividends declared per share 
Balance Sheet 
Total assets 
Long-term debt including capital leases and VIEs, less current maturities 

$ 

$ 

$ 

$ 

$ 

3.2 

1,336 
1,332 
1,333 

1.28 
1.28 

— 
— 

1.28 
1.28 

— 

1.28 
1.28 
0.99 

$62,526 
$18,679 

$ 

$ 

$ 

$ 

$ 

3,0 

1,329 
1,318 
1,319 

1.00 
1.00 

— 
__ 

1.00 
1.00 

— 
— 

1.00 
1.00 
0.97 

$59,090 
$17,935 

$ 

$ 

$ 

$ 

$ 

3.0 

1,309 
1,293 
1,294 

0.32 
0.82 

0.01 
0.01 

0,83 
0,83 

—. 

0.83 
0.83 
0.94 

$57,040 
$16,113 

$ 

$ 

$ 

$ 

$ 

3.4 

1,272 
1,255 
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 

$ 

$ 

$ 

$ 

$ 

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 

$49,686 
$ 9,498 

Significant Iransactions reflected in the results above include: 2011,2010 and 2009 impairments of goodwill and other assets (see Note 12 to the Consolidated Financial Statements, 
"Goodvjlll, Intangible Assets and Impairments"). 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS. 

INTRODUCTION 

Duke Energy Corporation (collectively with its subsidiaries, Duke 
Energy) is an energ/ company headquartered In Charlotte, North 
Carolina. Duke Energy operates in the United States (U.S.) primarily 
through its wholly-owned subsidiaries, Duke Energy Carolinas, LLC 
(Duke Energy Carolinas), Duke Energy Ohio, Inc, (Duke Energy 
Ohio), which includes Duke Energy Kentucky, Inc. {Duke Energy 
Kentucky), and Duke Energy Indiana, Inc, (Duke Energy Indiana), as 
well as in Latin America through International Energy, 

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

When discussing Duke Energy's consolidated financial 
information, it necessarily includes the results of its three separate 
subsidiary registrants, Duke Energy Carolinas, Duke Energy Ohio and 
Duke Energy Indiana (collectively referred to as the Subsidiary 
Registrants), which, along with Duke Energy, are collectively referred 
to as the Duke Energy Registrants. The following combined 
Management's Discussion and Analysis of Financial Condition and 
Results of Operations is separately filed by Duke Energy, Duke Energy 
Carolinas, Duke Energy Ohio and Duke Energy Indiana. However, 
none of the registrants makes any representation as to Information 
related solely to Duke Energy or the Subsidiary Registrants of Duke 
Energy other than itself. 

Management's Discussion and Analysis should be read in 
conjunction with the Consolidated Financial Statements and Notes for 
the years ended December 31 , 2011, 2010, and 2009, 

EXECUTIVE OVERVIEW 

Proposed Meiger with Prc^ess Energy, Inc. 

On January S, 2011, Duke Energy entered into an Agreement and 
Plan of Merger (Merger ̂ reement) among Diamond Acquisition 
Corporation, a North Carolina corporation and Duke Energy's wholly-
owned subsidiaiy (Merger Sub) and Prepress Energy, Inc. (Progress 
Energy), a North Carolina corporation, Upon the terms and subject to the 
conditions set forth in the Mer^r Agreement, Merger Sub will mei^e 
with and inGo Prepress Energy with Prepress Energy continuing as Uie 
surviving corporation and a wholly-owned subsidiaty of Duke Energy, 

Pursuant to the Merger Agreement, upon the closing of the 
merger, each issued and outstanding share of Progress Energy 

common stock will automatically be canceled and converted Into the 
right to receive 2,61-25 shares of common stock of Duke Energy, 
subject to appropriate adjustment for a reverse stock split of the Duke 
Energy common stock as contemplated in the Merger Agreement and 
except that any shares of Progress Energy common stock that are 
owned by Progress Energy or Duke Energy, other than in a fiduciary 
capacity, will becanceled withoutany consideration therefor, Each 
outstanding option to acquire, and each outstanding equity award 
relating to, one share of Progress Energy common stock will be 
converted into an option to acquire, or an equity award relating to 
2,6125 shares of Duke Energy common stock, as applicable,' subject 
to appropriate adjustment for the reverse stock split, Based on 
Progress Ener^ shares outstanding at December 31 , 2011, Duke 
Eneigy would issue 771 million shares ol common stock to convert 
the Progress Energy common shares in the merger under the 
unadjusted exchange ratio of 2.6125. The exchange ratio will be 
adjusted proportionately to reflect a l-for-3 reverse stock split with 
respect to the issued and outstanding Duke Energy common stock 
that Duke Energy plans to Implement prior to, and conditioned on, 
the completion ofthe merger. The resulting adjusted exchange ratio is 
0.87083 of a share of Duke Energy common stock for each share of 
Progress Energy common stock. Based on Progress Energy shares 
outstanding at December 31 , 2011, Duke Energy would issue 
257 million shares of common stock, after the effect ot the 1 -for-3 
reverse stock split, to convert the Progress Energy common shares in 
the merger. The merger will be accounted for under the acquisition 
method of accounting with Duke Energy treated as the acquirer, for 
accounting purposes. Based on the market price of Duke Energy 
common stock on Decemt)er31, 2011, the transaction would be 
valued at $17 billion and would result In incremental recorded 
goodwill to Duke Energy of $11 billion, according to current 
estimates. Duke Energy would also assume all of Progress Energy's 
outstanding debt, which is estimated to be $15 billion based on the 
approximate fair value of Prepress Energy's outstanding Indebtedness 
at December 31 , 2011. The Merger Agreement has been 
unanimously approved by both companies' Boards of Directors. 

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

•On April 4, 2011, Duke Energy and Progress Energy, jointly 
filed applications with the FERC for the approval of the merger, 
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the Joint Dispatch Agreement and the joint Open Access 
Transmission Tariff (OATT). On September 30, 2011, the 
FERC conditionally approved the merger, subject to approval 
of mitigation measures to address Its finding that the 
combined company could have an adverse effect on 
competition in wholesale power markets in the Duke Energy 
Carolinas and Progress Energy Carolinas East balancing 
authority areas. On October 17, 2011, Duke Energy and 
Prt^ress Energy filed their plan for mitigating the FERC's 
concerns by proposing to offer on a daily basis a certain 
quantity of power during summer and winter periods to the 
extent it is available after sen/ing native load and existing firm 
obligations. On December 14, 2011, the FERC Issued an 
order rejecting Duke Energy and Prepress Energy's proposed 
mitigation plan, finding that the proposed mitigation plans 
submitted by the companies did not adequately address the 
market power issues. In a separate order issued 
December 14, 2011, the FERC dismissed the applications for 
approval of the Joint Dlspateh /^reement and the joint OATT-
without prejudice to the right to refile them If Duke Energy and 
Prepress Energy decide to file another mitigation plan to 
address the FERC's market power concerns stated In the 
FERC's September 30, 2011 order. 

• On April 4, 2011, Duke Energy and Progress Energy filed a 
merger application and joint dispatch agreement with the 
NCUC. On September 2, 2011, Duke Energy, Progress 
Energy and the NC Public Staff filed a settlement agreement 
with the NCUC. Under the settlement agreement, the 
companies will guarantee North Carolina customers their 
allocable share of $550 million in savings related to fuel and 
joint dispatch of generation assets over the first five years after 
the merger closes, continue community financial support for a 
minimum of four years, contribute to weatherization efforts of 
low-income customers and workforce development during the 
first year after the merger closes and agree not to recover direct 
merger-related costs. A public hearing occurred 
September 20-22, 2011 and proposed orders and briefs were 
filed November 23, 2011. Duke Energy is required by 
regulatoiy conditions Imposed by the NCUC to file with the 
NCUC a thlfty-day advance notice of certain FERC filings prior 
to filing with the FERC. Accordingly, Duke Energy filed 
advance notice ofthe revised FERC mitigation plan on 
February 22, 2012. Duke Energy and Progress Energy may 
file the mitigation plan with the FERC after approval from the 
NCUC. 

'On April 25, 2011, Duke Energy and Progress Energy, on 
behalf of their utility companies Duke Energy Carolinas and 
Progress Energy Carolinas, filed an application requesting the 
PSCSC to review the merger and approve the proposed Joint 
Dispatch /^reement and the prospective future merger of 
Duke Energy Carolinas and Progress Eneigy Carolinas. On 
September 13, 2011, Duke Energy and Progress Energy 
witiidrew their application seeking approval for the future 
merger of their Carolinas utility companies, Duke Energy 
Carolinas and Progress Energ/ Carolinas, as the merger of 

these entitles is not likely to occur for several years after the 
close of the merger. Hearings occurred the week of 
December 12, 2011 and proposed orders and briefe were 
filed on December 20, 2011. Duke Energy Carolinas and 
Progress Energy (Arolinas committed at the hearing that, as a 
condition for the PSCSC approving the proposed Joint 
Dispatch Agreement, Duke Energy Carolinas and Progress 
Eneigy Carolinas will give their South Carolina customers 
"most favored nations" treatiment. Thus, Duke Energy 
Carolinas' and Progress Energy Carolinas' South Carolina 
customers will receive pro rata benefits equivalent to those 
approved by tine NCUC in connection with the NCUC's review 
of the merger application. Duke Energy Carolinas and Progress 
Energy Carolinas are awaiting a PSCSC order in this case. 
Duke Energy Carolinas and Progress Energy Carolinas intend 
to describe and explain the mitigation plan to the PSCSC in an 
authorized ex parte briefing in the first quarter of 2012. 

' On March 17, 2011, Duke Energy filed an initial registration 
statement on Form S-4 with the Securities and Exchange 
Commission (SEC) for shares to be issued to consummate tine 
merger with Progress Energy. On July 7, 2011, the Form S-4 
was declared effective by the SEC, and the joint proxy 
statement/prospectus contained In the Form S-4 was mailed 
to tiie shareholders of botii companies thereafter. On 
August 23, 2011, Duke Energy and Progress Energy 
shareholder approved the proposed merger. In addition, Duke 
Energy shareholders approved a l-for-3 reverse stock split. 

• On March 28, 2011, Duke Energy and Progress Energy 
submitted Hart-Scott-Rodino antitmst filings to the U.S. 
Department of Justice (DOJ) and the Federal Trade 
Commission (FTC), The 30 day notice period expired without 
further action by the DOJ; therefore, tiie companies had 
clearance to close the merger on April 27, 2011. This 
clearance Is effective for one year. Because the merger is not 
expected to close by the end of April 2011, the pariies will 
resubmit antitrust filing prior to April 26, 2012 expiration so 
as to ensure there Is no gap in the clearance period under tiie 
Hart-Scott-Rodino Act. 

' On March 30, 2011, Progress Energy made filings witii the 
NRC for approval for indirect transfer of control of licenses for 
Progress Energy's nuclear facilities to indude Duke Ener^ as 
the ultimate parent corporation on these licenses. On 
December 2, 2011, the NRC approved the indirect ti-ansfer of 
control of Prepress Energy's nuclear stations to include Duke 
Energy as the parent corporation of the licenses. 

' On April 4, 2011, Duke Energy and Progress Energy filed a 
merger application with the KPSC. On June 24, 2011, Duke 
Enei^ and Progress Energy filed a settlement agreement with 
the Attomey General. A public hearing occurred on July 8, 
2011. An order conditionally approving the merger was Issued 
on August 2,. 2011. On September 15, 2011, Duke Energy 
and Process Energy filed for approval of a stipulation revising 
one ofthe merger conditions contained in tiie KPSC order. On 
October 28, 2011, the KPSC issued an order approving the 
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stipulation and merger and again required Duke Energy and 

Progress Energy to accept all conditions contained in the 

order. Duke Energy and Progress Energy filed their acceptance 

of those conditions on November 4, 2011. 

•On July 12, 2011, Duke Energy and Progress Energy filed an 

application with the FCC for approval of radio system license 

transfers. The FCC approved the transfers on July 27, 2011, 

On January 5, 2012, the FCC granted an extension ot its 

approval until July 12, 2012. 

No assurances can be given as to the timing of the satisfaction 

ofall closing conditions or that all required approvals will be received. 

Prior to the merger, Duke Energy and Progress Energy will 
continue to operate as separate companies. Accordingly, except for 
specific references to Vne pending merger, the descriptions of strateg/ 
and outlook and the risks and challenges Duke Energy faces, and the 
discussion and analysis of results of operations and financial 
condition set forth below relate solely to Duke Energy. Details 
regarding tiie pending merger are discussed in Note 2 to the 
(^nsolidated Financial Statements. "Acquisitions and Dispositions of 
Businesses and Sales of Other Assets." 

2011 Rnancial Results. 

The following table summarizes Adjusted Earnings and Net 
income attributable to Duke Energy for three most recently completed 
years. 

Years Ended December 31, 

(in millions, 
except per 
share amounts) 

2011 2010 2009 
Per Per Per 

diluted diluted diluted 
Amount share Amount share Amount share 

Adjusted 
Earningsî ' $1,943 $1.46 $1,882 $1.43 $1,577 $1.22 

Net Income 
attributable to 
DukeEnergy $1,706 $1.28 $1,320 $1.00 $1,075 $0.33 

;a) See 'Results of Operations below for Duke Energy's definition of Ad/usled Earnings as 
well as a reconciliation of this non-GAAP financial measure to Net income attributable 
to Duke Energy. 

Adjusted Eamings Increased from 2010 to 2011 primarily due 
to earnings atti-ibutable to Duke Ener^s ongoing modernization 
program and increased results at International Energy net of less 
favorable weather and higher operating expenses. Adjusted Eamings 
increased from 2009 to 2010 primarily as a result of the 2009 Duke 
Energy Carolinas rate cases and favorable weather net of the impact 
of higher customer switching in Ohio and funding of the Duke Energy 
Foundation, 

Net income for the year ended December31, 2011 includes 
pretax Impairment charges of $222 million related to the 
Edwardsport integrated gasification combined cycle (IGCC) project-
and $79 million to write down the cartying value of excess emission 
allowances held by Commercial Power to fair value. Net income for 
both ofthe years ended December 31 , 2010 and 2009 was 
impacted by goodwill and other impairment charges of $660 million 
and $413.million, respectively, primarily related to tiie non-r^ulated 
generation operations in the Midwest. 

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. 

2011 Areas of Focus and Accomplishments. 

In 2011, management was focused on obtaining apprcival of 
the merger with Progress Energ/, continuing modernization of 
infrastructure, executing on rate case filings, continuing cost control 
efforts and achieving a constructive outcome to the Standard Service 
Offer (SSO) filing in Ohio. 

Integration Planning for V K ft/lerger with Progress Energy. 
During 2011, Duke Energy and Progress Energy conducted certain 
integration planning activities Including the selection of key 
management personnel and financial systems integration planning 
wQri<.. Duke Energy and Progress Energy also announced a Voluntaty 
Separation Plan 0/SP) to approximately 8,200 eligible employees of 
both companies. Approximately 500 employees accepted the 
termination benefits during the voluntary window period, which 
closed on November 30, 2011. Severance payments associated with 
this voluntaiy plan are contingent upon the successful ckise of the 
proposed merger with Progress Energy. Refer to the discussion under 
"Proposed Merger with Prepress Energy, Inc." above for the status of 
various required federal and state regulatory approvals. 

Continued Modemization of Infrastructure. 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, includes significant commitments 
to renewable energy, customer energy efficiency, advanced nuclear 
power, advanced clean-coal and high-efficiency natijral gas electric 
generating plants, and retirement of older less efficient coal-fired 
power plants. Due to upcoming environmental regulations, potential 
carbon legislation, air pollutant regulation by the U.S. Environmental 
Protection Agency (EPA) and coal regulation, Duke Energy has been 
focused on modemizing its generation fleet in preparation for a low 
carbon futijre. Duke Energy has Invested approximately $5.2 billion 
through 2011 In four key generation fleet modernization projects with 
approximately 2,700 megawatts (MW) of capacity within'its U.S. 
Franchised Electric and Gas segment. In November 2011 Duke 
Energy Carolinas placed Its 620 MW Buck combined cycle natijral' 
gas-fired generation facility in service. This is the first of Duke 
Energy's key modemization projects to be commissioned. Also during 
2011, Duke Energy continued the construction of Cliffeide Unit 6 
and the Dan River combined cycle facility In North Carolina and the 
Edwardsport IGCC plant in Indiana and these projects are 
approximately 95%, 77% and 97% complete, respectively, at 
December 3 1 , 2011. These projects are scheduled to be placed in 
sen/ice during 2012. 

Duke Energy Indiana experienced a number of challenges, 
Including cost pressures and regulatory scrutiny, related to the 
Edwardsport IGCC project during 2011. As a result of these 
challenges, Duke Energy Indiana recorded a pre-tax Impairment 
charge of approximately $222 million related to costs expected to be 
incurred atwve its proposed cost cap. See Note 4 to the Consolidated 
Rnancial Statements, "Regulatoiy Matters" for further discussion of 
the Edwardsport IGCC project. 

37 

i 



PART 

In the second half of 2011, Duke Enetgy Carolina received 
orders from the NCUC and the PSCSC approving the continuation of 
project deveiopment costs for the William States Lee 111 Nuclear 
Station for an additional $120 million through June 30, 2012. These 
orders result in cumulative approved development costs of $350 
million. Through December 31 , 2011, Duke Energy- Carolinas has 
Incurred $261 million of development costs on this project. 

In July 2011, Duke Energ/ Carolinas signed a letter of Intent 
with South Carolina Public Service Authority (Santee Cooper) related 
to the potential acquisition by Duke Enetgy Carolinas of a five percent 
to ten percent ownership interest In the V.C. Summer Nuclear Station 
being developed by Santee Cooper and South Carolina Electric & Gas 
Company near Jenkinsville, South Carolina. The letter of Intent 
provides a path for Duke Enet^ Carolinas to conduct the necessary 
due diligence to determine if future participation in this project is 
beneficial for its custiDmers. 

Executing on Rate Case Filings. Duke Energy Carolinas 
obtained favorable rate case outcomes in North Carolina and South 
Carolina which will increase revenues by approximately $400 
million. 

Cost Control Efforts. Since the beginning of the economic 
downturn in 2007, Duke Energy was successful in holding 
operations and maintenance expenses, net of deferrals and cost 
recovery riders, flat tiirough 2009, However, the record temperatures 
and related high load demands experienced during 2010 resulted in 
an increase in Duke Energy's operations and maintenance expenses, 
net of deferrals and cost recovery riders. In 2010. Duke Energy 
expected continued costs pressures in 2011 due to additional 
maintenance expenses related to new assets, additional planned 
outages at nuclear stations, employee benefit costs and inflation. As a 
result of these pressures and significant expenses related to storm 
restoration efforts In 2011, Duke Energy's operations and 
maintenance expenses, net of deferrals and cost recovery riders. 
Increased from 2010. Duke Energy's operations and maintenance 
expenses, net of deferrals and cost recovery riders, has Increased 
modestly from the beginning of the economic downturn in 2007. 

Ohio SSO Filing. In November 2011, the Public Utilities 
Commission of Ohio (PUCO) approved the seti:lement of Duke Energy 
Ohio's new ESP with a term of January 1, 2012 throu^ May 31 , 
2015. The ESP provides for competitive auctions to establish Duke 
Ener^ Ohio's SSO price and Includes a non-bypassable stability 
chargeof $110 million per year to be collected from 2012-2014. 
The ESP also requires Duke Energy Ohio to transfer its generation 
assets to a non-regulated affiliate on or before December 31, 2014. 
Duke Energy Ohio believes the ESP balances the Interests of all 
parties by allowing customers to take advantage of the current low 
market power prices, encouraging competition and providing the 
company greater clarity and strategic flexibility regarding its 
operations. Duke Energy Ohio successfully conducted its initial 
auction in December 2011. 

Regional Transmission Organization Realignment. Duke Energy 
Ohio completed its Regional Transmission Organization (RTO) 
realignment from the Midwest Independent Transmission System 
Operator, Inc (Midwest ISO) to PJM Interconnection, LLC (PJM), on 
December 3 1 , 2011. Benefits of the realignment from Midwest ISO 
to PJM Include greater electrical interconnectivity, reduced congestion 

and production costs, a capacl^ market sti'ucture that promotes long-
temi contracting, consolidation of Duke Enetgy Ohio's coal-fired and 
gas-fired generation into a single market area and alignment of Duke 
Eners^ Ohio's jointly owned generation units Into a single market area 
that provides for a consistent dispatch signal. In conjunction with the 
realignment, Duke Energy Ohio recorded a liability related to its 
Midwest ISO exit obligation and share of MTEP costs, excluding Multi 
Value Projects (MVP) of approximately $102 million. Approximately 
$74 million of this amount was recorded as a regulatoty asset while 
the remainder was recorded as an expense. In addition to the above 
amounts, Duke Energy Ohio may also be responsible for costs 
associated with the Midwest ISO MVP projects. Duke Energy Ohio is 
contesting Its obligation to pay for such costs. However, depending 
on the final outcome of this matter, Duke Energy Ohio could Incur 
material costs associated with MVP. 

2012 Objectives. 

Duke Energy will focus on managing regulatory approvals 
related to the proposed merger with Progress Energy, completing Its 
remaining major capital projects, obtaining constructive regulatory 
outcomes and achieving its adjusted diluted earnings target and 
continuing to grow annual dividends, 

Managing Regulatory Approvals Related to the Proposed 
Merger with Progress Energy. In December 2011, the FERC rejected 
Duke Energy and Progress Energy's proposed mitigation plan related 
to market power concerns. Duke Energy and Progress Energy 
continue to evaluate the FERC's December order in an atiEmptto 
develop an alternative proposal. In addition to addressing FERC's 
market power concerns, any subsequent tiling needs to be stnjctured 
to balance retaining benefits of the ti'ansactlon for Duke Energy and 
Progress Energy's customers and shareholders. Prior to submitting an 
altemative proposal to FERC, Duke Energy and Progress Enei^ are 
required to make a 30-day notification filing witii the NCUC. 
Accordingly, Duke Energy filed advance notice of the revised FERC 
mitigation plan on Februaiy 22, 2012. 

Completing Remaining Major Capital Projects. Duke Energy 
anticipates total capital expenditures of $4.3 billion to $4.5 billion In 
2012. Approximately $1.4 billion of these expenditures are related to 
expansion and growth projects. Including but not limited to, the 
Edwardsport IGCC plant, Cliffeide Unit 6 and Dan River combined 
cycle facility. Duke Energy also plans to complete 800 MW of wind 
projects in its non-regulated business^ during 2012 before the 
expiration of federal tax incentives. 

Obtaining Constructive Regulatory OuU:omes. The majority of 
future earnings are anticipated \D be contributed from U.S. 
Franchised Electric and Gas (USFE&G), which consists of Duke 
Energy's regulated businesses, Duke Energ/ Carolinas plans to file 
rate cases in North Carolina and Soufli Carolina during 2012, Duke 
Energy Ohio plans to file for electric distribution and gas rate cases in 
2012. These planned rates cases are needed to recover Investments 
in Duke Energy's ongoing infrasti'ucture modernization projects and 
operating costs. Planning for and obtaining favorable outcomes from 
these regulatory proceedings as well as recoveiy ofthe Edwardsport 
IGCC plant are a key factor in achieving Duke Energy's long-term . 
growtii assumptions, 
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Achieving Adjusted Diluted Earnings Target and Growing 
Annual Dividends. Duke Energy's adjusted diluted earnings per share 
outiook range for 2012 Is $1.40 to $1.45. Attainment of this range 
will be a key factor in achieving Duke Energy's targeted 4-6% long-
term adjusted eamings growth plan from a base of 2009. Refer to the 
section "Results of Operations" for the definition of adjusted earnings, 
a non-GAAP financial measure. Duke Energy expects Its 2012 
financial results as compared to 2011 to be impacted by the items 
discussed below. 

Positive earnings drivers for 2012 are expected to include: 

• Increased eamings from ongoing modemization program and 

2011 rate cases; and 

• Increased weather-normalized retail load growth. 

Negative eamings drivers for 2012 are expected to include-. 

• An assumed return to normal weather In 2012 compared to 

favorable weather experienced in 2011, 

• The impact of the new ESP on Ohio coal-fired generation 

operations, 

• lower results from Midwest Gas assets as a result of lower 
PJM capacity prices; and 

• The impact of potentially unfavorable exchange rates for 

foreign operations. 

Economic Factors for Duke Energy's Business. 

The historical and future trends of Duke Ener^'s operating 
results have been and will be afl̂ ected In varying degrees by a 
number of factors, including those discussed below. Duke Energy's 
revenues depend on customer usage, which varies with weather 
conditions and behavior patterns, general business conditions and 
the cost of energy sen/ices. Various regulatory agencies approve the 
prices for electric sen/Ice within their respective jurisdictions and aff̂ ect 
Duke Energy's ability to recover its costs from customers. 

Declines In demand for electricity as a result of economic 
downturns reduce overall electric!^ sales and have the potential to 
lessen Duke Energy's cash flows, especially if retail customers reduce 
consumption of electricity, A weakening economy could also impact 
Duke Energy's customers' ability to pay, causing increased 
delinquencies, slowing collections and leading to higher than normal 
levels of accounts receivables, bad debts and financing requirements. 
A portion of USFE&G's business risk is mitigated by its regulated 
allowable rates of retijrn and recovety of fuel costs under fuel 
adjustment clauses. 

Duke Energy's business model provides diversification between 
relatively stable regulated businesses like those in USFE&G, and tiie 
commodity cyclical and contracted businesses like Commercial 
Power and International Energy. Duke Energy's businesses can be 
negatively affected by sustained downturns or slu^lshness in the 
economy. Market prices of commodities, which are beyond Duke 
Energy's control, could have a significant positive or negative Impact 
on theachlevementof Duke Energy's goals for 2012 and beyond. 

If negative mari<et conditions should persist over time and 
estimated cash flows over the lives of Duke Energy's individual 

assets, including goodwill, do not exceed the canying value of those 
Individual assets, asset impairments may occur in the future under 
existing accounting rules 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 impalnnents or losses. 
Duke Energy evaluates die carrying amount of its recorded goodwill 
for impairment on an annual basis as of August 31 and performs 
Interim impairment tests if a triggering event occurs that indicates it is 
not more likely tiian not that the fair value ofa reporting unit Is less 
than Its carrying value. For further information on key assumptions 
that impact Duke Energy's goodwill impairment assessments, see 
"Critical Accounting Policy for Goodwill Impairment Assessments" 
and Note 12 to the Consolidated Financial Statements, "Goodwill, 
Intangible Assets and Impairments." 

Duke Energy's goals for 2012 and beyond could also be 
substantially at risk due to the regulation of its businesses. Duke 
Energ/s businesses In the U.S. are subject to regulation on tiie federal 
and state level. Regulations, applicable to the electric power Industiy, 
have a significant impact on the nature (Ji the businesses and the 
manner in which they operate, Duke Energy plans to file various rate 
cases with several state regulatory agencies during 2012. New 
legislation and changes to regulations are ongoing. Including 
anticipated cartxin legislation, and Duke Energy cannot predict the 
future course of changes in the r^ulatoty or political environment or tiie 
ultimate effect that any such fljture changes will have on ite business. 

Results of USFE&G are also impacted by the completion of ite 
major generation fieet modernization projects. Duke Energy makes 
substantial investments in power plant upgrades and to maintain the 
reliability of the energy transmission and disti'ibution system. 
Regulatory approval is needed to recover the coste of these 
Investments, which are expected to provide a significant cash flow to 
enable recovety of coste Incurred on a timely basis. Duke Energy 
Indiana Is 97% complete with the Edwardsport IGCC power plant, 
which is expected to be in-service in 2012. Updates to the cost 
estimate have led Duke Energy Indiana to filing a proposed cap on 
the projecte constnjction coste (excludingfinanclng coste) which can 
be recovered through rates at $2.72 billion, As a result, Duke Energy 
Indiana has recorded pre-tax charges to eamings of $222 million In 
the third quarter of 2011 and $44 million In the third quarter of 
2010 to reflect the Impact of cost over-runs. Updates to the cost 
estimate could occur through tiie completion of the plant, Duke 
Energy Indiana is awaiting an order from the Indiana Utility 
Regulatory Commission (IURC) regarding the cost estimate increase 
and the allegations of fraud, concealment and gross mismanagement 
related to the IGCC project. See Note 4 to the Consolidated Financial 
Statemente, "Regulatory Matters," for further discussion ofthe 
significant increase in the estimated cost of the 618 MW 
Edwardsport IGCC plant, 

Duke Energy's earnings are impacted by fluctuations in 
commodity prices. Exposure to commodity prices generates higher 
eamings volatility in the unregulated businesses. To mitigate these 
risks, Duke Energy enters into derivative instrumente to effectively 
hedge some, but not all, known exposures. 

Additionally, Duke Energy's Investmente and projecte located 
outeide of the U.S. expose Duke Energy to risks related to laws of 
other countries, taxes, economic conditions, fluctuations in currency 
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rates, political conditions and policies of foreign governmente. 
Changes in tiiese factors are diflicult to predict and may impact Duke 
Energy's future resulte. 

Duke Energy also relies on access to both short-term money 
mari<ete and longer-term capital markete as a source of liquidity for 
capital requiremente not met by cash flow from operations. An 
inability to access capital at competitive rates or at all could adversely 
affect Duke Energ/'s ability to Implement ite strateg. Market 
disruptions or a downgrade of Duke Energy's credit rating may 
Increase ite cost of borrowing or adversely affect ite ability to access 
one or more sources of liquidity. For further information related to 
managements assessment of Duke Energy's risk factors, see 
Item IA. "Risk Factors," 

RESULTS OF OPERATIONS 

Duke Eneriv 

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

Management evaluates financial performance In part based on 
the non-GAAP finandal measure. Adjusted Eamings, which is 
measured as income from continuing operations after deducting 
income attributable to noncontrolling interests, adjusted for the 
impact of special Items and the mark-to-market impacte of economic 
hedges in the Commercial Power s^ment. Special items represent 
certain charges and credte, which management believes will not be 

recurring on a regular basis, although it is reasonably possible such 
charges and credlte could recur. Mark-to-market adjustmente reflect 
the mark-to-market impact of derivative contracte, which is 
recognized in GAAP earnings immediately as such derivative 
contracte do not qualify for hedge accounting or r^ulatory accounting 
treatment, used In Duke Energy's hedging of a portion of economic 
value of ite generation assete In the Commercial Power s^ment. The 
economic value of the generation assete Is subject to fluctuations In 
fair value due to market price volatility ofthe 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 tiie generation assete. Because the operations 
of the generation assets are accounted for under the accnual method, 
management believes that excluding the Impact of mark-to-market 
changes of tiie economic hedge conti'acte from operating earnings 
until setiilement better matches the financial Impacte ofthe hedge 
contract with the portion of economic value of the underlying hedged 
asset Management believes that the presentation of Adjusted 
Earnings provides useful information to Investors, as It provides them 
an additional relevant comparison of Duke Energy's performance 
across periods. Management uses this non-GAAP financial measure 
for planning and forecasting and for reporting resulte to tiie Board of 
Directors, employees, shareholders, analyste and Investors 
concerning Duke Energy's financial perfonnance. The most directiy 
comparable GAAP measure for Adjusted Eamings is net income 
attributable to DuKe Energy common shareholders, which Includes 
the impact of spedal items, the mark-to-market impacte of economic 
hedges in the Commercial Power segment and discontinued 
operations. 

OVERVIEW 

The following tabfe recondles flie non-GAAP financial, measure Adjusted Earnings to the GAAP measure Net income attributable to Duke 

Ener^ (amounts are net of tax and, except for per-share amounte, are in millions): 

Years Ended December 31, 

Amount 

$1,943 
(1) 
— 

(51) 
_ 

(135) 
(51) 
— 
— 
— 
— 
1 

2011 

Per 
diluted 

share 

$1.46 
— 
— 

(0.04) 
— 

(0.10) 
(0.04) 

__ 
— 
— 
— 
— 

Amount 

$1,882 
21 

154 
(17) 
— 
— 
— 

(105) 
(602) 

(16) 
— 
3 

2010 

Per 
diluted 
share 

$ 1.43 
0.01 
0.12 
(0.01) 

— 
— 
— 

(0.08) 
(0.46) 
(0,01) 

-~ 
— 

Amount 

$1,577 
(38) 
__ 

(15) 
(29) 
— 
— 
— 

(410) 
— 

(22) 
12 

2009 

Per 
diluted 
share 

$ 1.22 
(0.03) 

— 
(0.01) 
(0.02) 

(0,32) 

(0.02) 
0.01 

Adjusted Earnings 
Economic Hedges (Mark-to-Mari<et) 
Asset Sales 
Costs to Achieve Mergers 
Crescent Related Guarantees and Tax Adjustments 
Edwardsport Impairment 
Emission Allowance Impairment 
Employee Severance and Office Consolidation 
Goodwill and Other Asset Impairments 
Litigation Resen/es 
Intemational Transmission Adjustment 
Income from Discontinued Operations 

Net income attributable to Duke Energy $1,706 $1,28 $1,320 $1.00 Sl,075 $0.83 

40 



PART tl 

For the year ended December 31 , 2011, Adjusted Earnings 

was $1,943 million, or $1.46 per share, compared to Adjusted 

Earnings of $1,882 million or $1.43 per share, for the same period 

in 2010. The increase as compared to the prior year was primarily 

due to; 

-Increased earning associated with major consti-uction projecte 

at USFE&G; 

• Effect of prior year Duke Energy Foundation ftjndlng; 

• Increased resulte In Brazil due to higher average contract 

prices; , 

• Increased eamings from National Methanol Company (NMC); 

• Lower corporate govemance coste; 

• Increased resulte In Peru due to additional capacl^ revenues 
and an arbitration award; and 

• Increased resulte In Centi'al America due to higher average 

prices and volumes. 

Partially offset by 

• Less favorable weather in 2011 compared to 2010 at 

USFE&G; 

• Increased operation and maintenance coste at USFE&G; and 

• Lower volumes as a result of customer switching in Ohio, net 

of retention by Duke Energy Retail Sales, LLC (Duke Energy 

Retail) at Commercial Power. 

For the year ended December 31 , 2010, Adjusted Earnings 

was $1,882 million, or $1.43 per share, compared to Adjusted 

Eamings of $1,577 million or $1.22 per share, for the same period 

In 2009. The increase as compared to tiie prior year was primarily 

due to: 

• Favorable weather at USFE&G; 

• Increased eamings associated with major construction projects 

at USF&G; 

• Increased earnings due to 2009 North Carolina and South 

Carolina rate cases at USFE&G; and 

" Increased resulte from the Midwest gas assete due to both 
volumes and price. 

Partially offeet by 

• Increased operation and maintenance coste at USFE&G; 

• Lower volumes as a result of customer switching in Ohio, net 

of retention by Duke Enei^ Retail at Ctommerdal Power; and 

• Lower gains on coal and emission allowance sales at 

Commercial Power. 

The following table contains summarized information from Duke Energy's Consolidated Statemente of Operations. 

Years ended December 31, 

(In millions) 2011 2010 

Variance 
2011 vs. 

2010 2009 

Variance 
2010 vs. 
• 2009 

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

Operating Income 
Other income and expenses, net 
Interest expense. 

Income from continuing operations before income taxes 
Income tax expense from continuing operations 

Income from continuing operations 
Income from discontinued operations, net of tax 

Net income 

Less: Net income attributable to noncontrolling interests 

Net income attributable to Duke Energy Corporation 

$14,529 
11,760 

8 

2,777 
547 
859 

2,465 
752 

1,713 
1 

1,714 

8 

$ 1,706 

$14,272 
11,964 

153 

2,461 
589 
840 

2,210 
890 

1,320 
3 

1,323 

3 

$ 1,320 

$257 
(204) 
(145) 

316 
(42) 
19 

255 
(138) 

393 
(2) 

391 

5 

$385 

$12,731 
10,518 

36 

2,249 
333 
751 

1,831 
758 

1,073 
12 

1,085 

10 

$ 1,075 

$1,541 
1,445 

117 

212 
256 
89 

379 
132 

247 
(9) 

238 

(7) 

$ 245 

Consolidated Operating Revenues 

Year Ended December 31, 2011 as Compared to 
Decemt)er31, 2010. Consolidated operating revenues for 2011 
Increased $257 million compared to 2010. This change was 
primarily driven by the following: 

" A $263 million increase at Intemational Energy. See 

Operating Revenue discussion within "Segment Resuite" for 

International Energy below for further Information; 

' A $43 million increase at Commercial Power. See Operating 
Revenue discussion witiiln "Segment Resuite" for Commercial 
Power below for further information; and 

' A $22 million increase at USFE&G. See Operating Revenue 
discussion within "Segment Resulte" tor USFE&G below for 
further information. 
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Year Ended December 31, 2010 as Compared to 
December 31, 2009. Consolidated operating revenues for 2010 
increased $1,541 million compared to 2009. This change was 
primarily driven by the following: 

•A $1,164 million increase at USFE&G. See Operating 
Revenue discussion within "Segment Resulte" for USFE&G 
below for further information; 

' A $334 million Increase at Commercial Power. See Operating 

Revenue discussion within "Segment Resulte" for Commercial 

Power below for further information; and 

• A $46 million Increase at International Energy. See Operating 
R&/enue discussion within "Segment Results" for International 
Energy below for further information. 

Consolidated Operating Expenses 

Year Ended December 31, 2011 as Compared to 
December31, 2010. Consolidated operating expenses for 2011 
decreased $204 million compared to 2010. This change was driven 
primarily by the following: 

" A $435 million decrease at Commercial Power. See Operating 

Expense discussion within "Segment Resulte" for Oommerdal 

Power below for further information; and 

• A $302 million decrease at Other. See Operating Expense 
discussion within "Segment Resulte" for Other below for 
further information. 

Partially offsetting these decreases was: 

• A $399 million increase at USFE&G. See Operating Expense 

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

furitier information; and 

• A $132 million increase at International Energy. See 
Operating Expense discussion within "Segment Resulte" for 
International Energy below for further information. 

Year Ended Decemtier 31, 2010 as Compared to 
December 31, 2009. Consolidated operating expenses for 2010 
increased $1,446 million compared to 2009. This change was 
driven primarily by the following: 

' A $624 million increase at USFE&G. See Operating Expense 
discussion within "Segment Results" for USFE&G below for 
further information; 

• A $576 million increase at Commercial Power. See Operating 
Expense discussion within "Segment Results" for Commercial 
Power below for further information; and 

• A $267 million Increase at Other. See Operating Exjiense 
discussion wltiiin "Segment Resulte" for Other below for 
further Information. 

Partially offsetting these Increases was: 

• A $28 million decrease at International Energy. See Operating 
Expense discussion within "Segnent Resulte" for International 
.Energy below for further Information. 

Consolidated Gains on Sales of Other Assets and Other, net 

Consolidated gains on sales of other assete and other, net was a 
gain of $8 million, $153 million and $36 million in 2011, 2010 
and 2009, respectively. The gains in 2010 are primarily due to the 
$139 million gain from tiie sale of a 50% ownership Interest in 
DukeNet Communications, LLC (DukeNet), The gains for 2009 
relate primarily to sales of emission allowances by USFE&G and 
Commercial Power, 

DHisolidated Operating Income 

Year Ended December 31, 2011 as Compared to 
December 31, 2010. For 2011, consolidated operating income 
increased $316 million compared to 2010. Drivers to operating 
income are discussed above. 

Year Ended December 31, 2010 as Compared to 
December 31, 2009. For 2010, consolidated operating Income 
Increased $212 million compared to 2009. Drivers to operating 
Income are discussed above. 

Consolidated Other Income and Expenses, net 

Year.Ended December 31, 2011 asComparedto 
December 31, 2010. For 2011, consolidated other Income and 
expenses decreased $42 million compared to 2010. This decrease 
was primarily due to the $109 million gain on the sale of Duke 
Energy's ownership Interest in Q-Comm Corporation (Q-CDomm) in 
2010 and unfavorable returns on investmente that support benefit 
obligations; partially offset by increased equity earnings of $44 
million primarily from International Energy's Investinent in NMC, a 
higher equity component of allowance for funds used during 
consti'uctlon (AFUDC) of $26 million due to additional capital 
spending for ongoing construction projecte, and a $20 million Peru 
arbitration award. 

Year Ended December 31, 2010 as Compared to 
December 31, 2009. For 2010, consolidated other Income and 
expenses increased $256 million compared to 2009, This increase 
was primarily due to the $109 million gain on the sale of Duke 
Energ/'s ownership interest in Q-Comm in 2010, a higher equity 
component of AFUDC of $81 million due to additional capital 
spending for ongoing constnjction projecte. Increased equity earnings 
of $46 million primarily from International Energy's investment in 
NMC and the absence of 2009 losses from Ite investment in Attiki 
Gas Supply S,A. (Attiki), and a $26 million charge In 2009 
associated with certain performance guarantees Duke Energy had 
Issued on behalf of the Crescent JV (Crescent). 

Consolidated interest Expense 

Year Ended December 31, 2011 as Compared to 
December 31, 2010. Consolidated Interest expense increased 
$19 million In 2011 as compared to 2010. This increase is primarily 
attributable to higher debt balances in 2011 and higher interest 
expense related to Income taxes; partially offeet by deferred interest 
expense related to environmental plant costs. 
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Vear Ended December 31, 2Q10 as Compared to 

December 31. 2009. Consolidated Interest expense Increased 

$39 million in 2010 as compared to 2009. This Increase is primarily 

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

component of AFUDC due to increased spending on capital projecte 

and lower interest expense related to income taxes. 

Consolidated Income Tax Expense from Continuing Operations 

Vear Ended December 31, 2011 as Compared ta 
DecemberSl. 2010. For 2011, consolidated Income tax expense 
from continuing operations decreased S138 million compared to 
2010, primarily due to a decrease In the effective tax rate. The 
effective tax rate for the year ended December 3 1 , 2011 was 30.5% 
compared to 40.3% for the year ended December 31, 2010. The 
change In the effective tax rate is primarily due to a $500 million 
impairment of non-deductible goodwill in 2010 

Year Ended December 31, 2010 as Compared to 
December 31, 2009, For 2010, consolidated income tax expense 
from continuing operations increased $132 million compared to 
2009, primarily due to the increase in pre-tax Income. The effective 
tax rate for the year ended December 31, 2010 was 40% compared 
to 4 1 % forlheyear ended December 31 , 2009. The effective tax 
rates for both 2010 and 2009 reflect the effect of goodwill 
impairmente, which are non-deductible for tax purposes. 

Sequent Results 

Management e?valuates segment peri'ormance teased on 
eamings before Interest and taxes from continuing operations 
(excluding certain allocated corporate governance coste), after 
deducting amounte attributable to noncontrolling Intereste related to 
those profite (EBIT). On a segment basis, EBIT excludes discontinued 
operations, represente all profite from continuing operations (both 
operating and non-operating) before deducting interest and taxes, and 
is net of the amounte attributeible to noncontrolling intereste related to 
those profite. Cash, cash equivalente and short-term investmente are 
managed centrally by Duke Enetgy, so Interest and divlderid Income 
on those balances, as well as gains and losses on remeasurement of 
foreign currency denominated balances, are exduded from the 
s^mente' EBIT. Management considers segment EBIT to be a good 
indicator of each segment's operating performance from te continuing 
operations, as it represente the resulte of Duke Energy's ownership 
interest in operations without regard to financing methods or capital 
structures. 

See Note 3 to the Consolidated Financial Statemente, "Business 
Segments," for a discussion of DuKe Energy's segment structure, 
Duke Energy's operating earnings may not be comparable to a 
similarty titied measure of anotiier company t)ecause other entities 
may not calculate operating eamings in the same manner. Beginning 
in 2012, tiie chief operating decision maker began evaluating 
segment financial performance and allocation of resources on a net 
Income basis, Therefore, previously unallocated corporate coste will 
be reflected In each segment. 

Segment EBIT Is summarized in the following table, and detailed discussions follow. 

EBIT by Business Se^en t 

Years Ended December31, 

Variance 
2011 vs. 

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

Variance 
2010 vs. 

(in millions) 

U.S, Franchised Electric and Gas 
Commercial Power 
International Enetgy 

Total reportable segment EBIT 
Otiier 

2011 

$2,604 
225 
679 

3,508 
(261) 

2010 

$2,966 
(229) 
486 

3,223 
(255) 

2010 

$(362) 
454 
193 

285 
(6) 

2009 

$2,321, 
27 

365 

2,713 
(251) 

2009 

$645 
(256) 
121 

510 
(4) 

3,247 
(859) 

56 
21 

2,968 
(840) 

64 
18 

279 
(19) 

(8) 
3 

2,462 
(751) 
102 

18 

506 
(89) 
(38) 
— 

Consolidated earnings from continuing operations before income taxes $2,465 $2,210 $ 255 $1,831 $379 

(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 
aiier EBIT, 
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Nonconti-olllng 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 Eleclric and Gas 

U-S, Franchised Electric and GasJncludes the regulated operations of Duke Energy Carolinas, Duke Energy Indiana and Duke Energy 
Kentucky and certain regulated operations of Duke Energy Ohio, 

Years Ended December 31, 

(in millions, except where noted). 2011 2010 

Variance 
2011 vs. 

2010 2009 

Variance 
2010 vs. 

2009 

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

Operating income 
Other income and expenses, net 

EBIT 

Duke Energy Carollnas'GWh sales'̂ ' 
Duke Energy Midwest's GWh sales'̂ '"" 
Net proportional MW capacity in operation'̂ ' 

$10,619 
8,286 

2 

2,335 
269 

$ 2,604 

82,127 
53,104 
27,397 

$10,597 
7,887 

5 

2,715 
251 

$ 2,966 

85,441 
50,418 
26,869 

$ 22 
399 

(3) 

(380) 
18 

$ (362) 

(3,314) 
(2,314) 

528 

$ 9,433 
7,263 

20 

2,190 
131 

$ 2321 

79,830 
56,753 
26,957 

$1,164 
624 
(15) 

525 
120 

$ 645 

5,611 
3,665 

(88) 

(a) Gigawatt-hours (GWh). 
(bl D;iKe Eneigy Ohio (Ohio transmission arid distribution only), Duke Energy Indiana and Duke Energy Kentucl<y collectively referred lo as Dui<e Energy Midwest within lliis USFE&G 

segment discussion, 
(c) MegawaU{MW). 

The following table shows the percent changes in GWh sales 
and average number of customers for Duke EnergyCarolinas, Except 
as othenwise noted, the telow percentages represent billed sales only 
for the periods presented and are not weather normalized. 

Increase (decrease) over prior year 

Residential sales'̂ ' 
General seryice sales'̂ ' 
industrial sales'̂ ' 
Wholesale power sales 
Total Duke EnergyCarolinas' saiesi" 
Average number of customers 

2011 

(5.7)% 
(1.3)% 
0.8% 
1.2% 

(3.9)% 
0.3% 

2010 

10.2% 
3.7% 
7.4% 

12,2% 
7.0% 
0.5% 

2009 

(0.2)% 
(1.1)% 

(15.2)% 
(31,6)% 

(6.6)% 
0.5% 

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

unbilled retail sales, and wholesale sales to incorporated municipalities and to public 
and private utilifies and power marketers. 

The following table shows the percent changes in GWh sales 
and average number of customers for Duke Energy Midwest. Except 
asothePA'ise noted, the below percentages represent billed sales only 
for the periods presented and are not weather normalized. 

Increase (decrease) over prior year 

Residential salest̂ ' 
General sen/ice sales'̂ ' 
Industrial sales'̂ ' 
Wholesale power sales 
Total Duke Energy Midwest's sales'-'̂ ^ 
Average number of customer 

2011 

(3.1)% 
(1.3)% 
(0.1)% 

(16.3)% 
(3.8>% 
0.2% 

2010 

S.2% 
2.7% 

10.4% 
2.1% 
6.5% 
0.4% 

2009 

(4,3)% 
(3.5)% 

(15,0)% 
(20,8)% 
(9.2)% 
(0.3)% 

(a) Major components of Duke Energy Midwest's retail sales. 

(b) CJ3nsists of all components of Duke E n e ^ Midwest's sales, including all billed and 
unbilled retail sales, and wholesale sales lo incorporated municipalities and to public 
and private utilities and power marketers. 

YearEnded December 3 1 , 2011 as Compared to December 3 1 , 

2010 

Operating Revenues. 

The increase was driven primarily by: 

• A $230 million increase in rate riders and retail rates primarily 
due to the 2011 Implementation ofthe North Carolina 
construction work in progress (CWIP) rider, the save-a-watt 
(SAW) and demand side management programs, and the 
rider for the Edwardsport IGCC plant that Is currentiy under 
construction; 

• A $22 million Increase in fuel revenues (Including emission 
allowances) driven primarily by higher fuel rates for electric 
retail customers in all jurisdictions, and higher purchased 
power costs in Indiana, partially offset by decreased demand 
from electric retail customers in 2011 compared to the same 
period in 2010 mainly due to less favorable weatiier 
conditions, lower demand and fuel rates in Ohio and Kentucky 
from natural gas retail customers. Fuel revenues represent 
sales to retail and wholesale customers; and 

• An $18 million net increase in v/holesale power revenues, net 
of sharing, primarily due to additional volumes and charges for 
capacity for customers sensed under long-term contracts. 
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Partially offsetting these increases was; 

•A $244 million decrease in GWh and tiiousand cubic feet 
(Mcf) sales to retail customers due to less favorable weather 
conditions in 2011 compared to the same period In 2010. 
Forthe Carolinas and Midwest, weatiier statistics for both 
heating degree days and cooling degree days in 2011 were 
unfavorable compared to the same period in 2010, The year 
2010 had the most cooling degree days on record and 
December 2010 tied with December 1963 for the coldest 
December on record in tiie Duke Energy Carolinas' sen/Ice 
area (dating back to 1961), 

Operating Expenses. 

The Increase was driven primarily by: 

•A $178 million increase due to an additional impairment 
charge related to the Edwardsport IGCC plant that is currently 
under constnjction. See Note 4 to the Consolidated Financial 
Statements, "Regulatoiy Matters," for additional Information; 
and 

• A $175 million increase In operating and maintenance 
expenses primarily due to higher non-outage costs at nuclear 
and fossil generation stations, higher storm costs, increased 
scheduled outage costs at nuclear generation stations, and 
increased costs related to tiie implementation of the SAW 
program. 

Other income and Expenses, net. 

The increase resulted primarily from a higher equi^ component 
of AFUDC from additional capital spending for increased construction 
expenditures related tD new generation partially offset by lower 
deferred returns. 

EBIT. 

As discussed above, the decrease resulted primarily from an 
additional impairment charge related to the Edvyardsport IGCC plant, 
higher operating and maintenance expenses and less favorable 
weather. These negative impacts were partially offeet by overall net 
higher retail rates and rate riders and higher wholesale power 
revenues. 

Matters Impacting Future USFE&G Results 

Results of USFE&G are impacted by the completion of Its major 
generation fleet modernization projecte. See Note 4 bi tiie 
Consolidated Financial Statemente, "Regulatory Matters," for a 
discussion of tiie significant increase in the estimated cost of the 618 
MW IGCC plant at Duke Energy Indiana's Edwardsport Generating 
Station. Additional updates to the cost estimate could occur through 
the completion of tiie plant In 2012. Phase I and Phase 11 hearings 
concludedon Januaty 24, 2012. Final orders from the IURC on 
Phase I and Phase 11 of the subdocket and the pending IGCC Rider 
proceedings are expected no sooner than the end of tiie third quarter 
2012. Duke Energy Indiana is unable to predict the ultimate 
outcome of these proceedings, In the event tiie IURC disallows a 

portion of the plant costs, including financing costs, or if cost 
estimates forthe plant increase, additional charges to expense, which 
could be material, could occur. 

In January 2012, the NCUC and PSCSC approved Duke Energy 
Carolinas' proposed setiilements in requests to increase electric rates 
for its North Carolina and South Carolina customers. The settlement 
agreements Include combined base rate increases of approximately 
$400 million that will be reflected in 2012 eamings. 

Duke Energy Carolinas plans to file rate cases in NorBi Carolina 
and South Carolina during 2012, Duke Energy Ohio plans to file 
electric transmission and distribution and gas rate cases In 2012. 
Duke Energy Indiana is evaluating the need for a rate case In 2012 
or 2013. These planned rates cases are needed to recover 
investmente in Duke Energy's ongoing infrasti'ucture modernization 
projecte and operating costs. 

Year Ended December 31,2010 as Compared to December 3 1 , 

2009 

Operating Revenues. 

The increase was driven primarily by: 

• A $374 million increase in net retail pricing and rate riders 
primarily due to new retail base rates Implemented in North 
Carolina and South Carolina in the first quarter of 2010 
resulting from the 2(Xl9 rate cases, an Ohio electi'ic 
disti'ibution rate increase in July 2009, and a Kentucky gas 
rate increase In Januaiy 2010; 

• A $308 million Increase In sales to retail customers due to 
favorable weather conditions in 2010 compared to 2009. For 
Uie Carolinas and Midwest, weather statistics for both heating 
degree days and cooling degree days in 2010 were favorable 
compared to 2009. The year 2010 had the most cooling 
degree days on record In the Duke Energy Carolinas' sen/Ice 
area (dating back to 1951); 

• A $282 million Increase in fuel revenues (including emission 
allowances) driven primarily by increased demand from 
electric retail customers resulting from favorable weather 
conditions, and higher fuel rates for electi'ic retail customers in 
North Carolina, partially offset by lower fuel rates for electric 
retail customers In the Midwest and South Carolina, and lower 
natural gas fuel rates in Ohio and Kentucky. Fuel revenues 
represent sales to retail and wholesale customers; 

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

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

Increased sales volumes due to weatiier conditions in 2010 

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

contracte; and 

• A $40 million increase In weather adjured sales volumes to 
electric retail customers reflecting Increased demand, primarily 
in tiie industrial sector, and slight gnowtii in the number of 
residential and general service eiectric customers in the 
USFE&G sen/ice territory. The number of electric residential 
customers In 2010 has Increased by approximately 10,000 in 
the Carolinas and by approximately 7,000 in the Midwest 
compared to 2009. 
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Operating Expenses. 

The Increase was driven primarily by: 

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

power and natural gas purchases for resale) primarily due to 

higher volume of coal and gas used In electric generation 

resulting from favorable weather conditions, and higher coal 

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

retail customers; 

•A $162 million Increase in operating and maintenance 
expenses primarily due to costs related to the implementation 
of the save-a-watt program, higher customer service 
operations coste, higher benefit costs, higher nuclear, power 
and gas dellvety maintenance costs, higher outage costs at 
fossil generation stations, and the disallowance in 2010 ot a 
portion of previously deferred coste in Ohio related to the 2008 
Hurricane Ike wind storm, partially offset by overall lower 
storm coste. Including the establishment of a regulatory asset 
to defer previously recognized costs related to an ice storm in 
Indiana in early 2009; 

•A $96 million Increase in depreciation and amortization due 

primarily to increases in depreciation as a result of additional 

capital spending and amortization of regulatory assets; and 

• A $44 million disallowance charge related to the Edwardsport 

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

the Consolidated Financial Statemente, "Regulatory Matters," 

for additional Information, 

Gains on Sales of Other Assets and Other, net. 

The decrease is attributable primarily to lower net gains on sales 
of emission allowances in 2010 compared to 2009. 

Other Income and Expenses, net. 

The increase resulted primarily from a higher equity component 
of AFUDC from additional capital spending for increased construction 
expenditures related to new generation and higher deferred returns, 

EBIT. 

As discussed above, the increase resulted primarily from overall 
net higher retail pricing and rate riders, favorable weather, higher 
equity component of AFUDC, higher wholesale power revenues, and 
higher weather adjusted sales volumes. These positive impacte were 
partially offset by higher operating and maintenance expenses, 
increased depreciation and amortization, and the disallowance 
charge related to the Edwardsport IGCC plant tiiat Is currently under 
construction. 

Commercial Power 

(in millions, except where noted) 

Years Ended December 31, 

2011 

Variance 
2011 vs. 

2010 2010 

Variance 
2010 vs. 

2009 2009 

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

Operating income (loss) 
Other income and expenses, net 
Expense attributable to noncontrolling interest 

EBIT 

Actual plant production, GWh 
Net proportional megawatt capacity in operation 

$ 2,491 
2,275 

14 

230 
8 

13 

$ 225 

32,531 
8,325 

$ 2,448 
2,710 

5 

(255) 
35 

8 

$ (229) 

28,754 
8,272 

$ 43 
(435) 

8 

486 
(27) 

5 

$ 454 

3,777 
53 

$ 2,114 
2,134 

12 

(8) 
35 

S 27 

26,962 
8,005 

$ 334 
575 

(6) 

(248) 

8 

$ (256) 

1,792 
267 

Year Ended December 3 1 , 2011 as compared to December 31 , 
2010 

Operating Revenues. 

The Increase was primarily driven by: 

• A $240 million Increase in wholesale electric revenues due to 
higher generation volumes, net of lower pricing and lower 
margin eamed from participation In wholesale auctions In 
2011;and 

• A $53 million increase in renewable generation revenues due 

to additional renewable generation facilities placed in service 

after 2010 and a full year of operations for renewable 

generation facilities placed In service throughout 2010, 

Partially offsetting these Increases were: 

• A $178 million decrease in retail electi'ic revenues resulting 
from lower sales volumes driven by increased customer 
switching levels and unfavorable weather net of higher retail 
pricing underthe ESP in 2011; and 

•A $66 million decrease in DEGS revenues, excluding 

renewables, due primarily to a contract termination and plant 
maintenance. 
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Operating Expenses. 

The decrease was primarily driven by; 

• A $584 million decrease in impairment charges prlmatily 

related to a $660 million charge related to goodwill and 

non-regulated coal-fired generation asset impairmente In the 

Midwest in 2010, as compared to a $79 million Impainnent 

in 2011 to write down the carrying value of excess emission 

allowances held to fair value as a result ofthe EPA's issuance 

ofthe Cross-State Air Pollution Rule (CSAPR) and a $9 million 

impairmentof the Vermillion generation station in 2011. See 

Note 12 to the Consolidated Financial Statemente, "Goodwill, 

Intangible Assets and Impairmente," for additional Information; 

and 

• A $65 million decrease in retail fuel and purchased power 
expenses due to lower generation volumes net of higher 
purchased power volumes In 2011 as compared to 2010. 

Partially offeetting these decreases were: 

• A $156 million Increase in wholesale fuel expenses due to 

higher generation volumes, partially offset by favorable hedge 

realizations in 2011 as compared to 2010; 

• A $68 million Increase in operating expenses resulting 

primarily from the recognition of Midwest ISO exit fees, higher 

maintenance expenses and higher transmission coste in 2011 

compared to 2010; and 

• A $30 million Increase In mark-to-market fuel expense on 
non-qualify'lng fuel hedge contracte, consisting of 
mark-to-market losses of $3 million In 2011 compared to 
gainsof$27 million in 2010, 

Gatns on Sales of Other Assets and OUier, net 

The increase in 2011 as compared to 2010 Is attributable to 

2011 gains on sales of certain assete resulting from a contract 

termination. 

Other Income and Expenses, net. 

Tfie decrease In 2011 as compared to 2010 is primarily due to 

distributions from South Houston Green Power received In 2010 

which did not recur in 2011. 

E&IT 

The increase is primarily attributable to lower goodwill, 
generation and other asset impairment charges, higher wholesale 
margins due to increased generation volumes, and an Increase in 
renewables generation revenues. These factors were partially offset by 
lower retail margins driven by customer switching and unfavorable 
weather, hi^er operating expenses resulting from the recognition of 
Midwest ISO exit fees and Increased maintenance expenses, and net 
mark-to-market losses on non-quality ing commodity hedge contracte 
In 2011 compared to gains in 2010, 

Matters Impacting Future Commercial Power Results 

Commercial Power's coal-fired generation assete were dedicated 
under Duke Energy Ohio's ESP through December 31 , 2011. The 
PUCO approved Duke Energy Ohio's new ESP in November 2011. 
The new ESP effectively separates the generation of electricity from 
Duke Energy Ohio's retail load obligation asof January 1, 2012. As a 
result. Commercial Power's coal-fired generation assete no longer 
sen/e retail load customers or receive negotiated pricing underthe 
ESP. The coal-fired generation assete began dispatching all of their 
electricity into unregulated markete In January 2012 and going 
fonward will receive wholesale energy margins and capacity revenues 
from PJM at rates curi'entiy below those previously collected under 
the pn'or ESP. The Impact of these lower energy margins and capacity 
revenues are expected to be partially offset by a non-bypassable 
stabillly charge collected from Duke Energy Ohio's retail customers 
through 2014. As a result, Commercial Power's operating revenues 
and EBIT will be negatively imparted. 

Commercial Power's gas-fired non-regulated generation assete 
earn capacity revenues from PJM. PJM capacity prices are 
determined through an auction process for planning years from June 
through Mayofthefollowingyearand are conducted approximately 
three years In advance of the capacity deliveiy period. Capacity 
prices, for periods beginning June 2011 and continuing through May 
2014 will be significantly lower than current and historical capacity 
prices. As a result. Commercial Power's operating revenues and EBIT 
will be negatively impacted through 2014. 

Commercial Power is focused on growing its non-regulated 
renewable energy portfolio. Resulte for Commercial Power are 
dependent upon completion of renewable energy construction 
projecte and tax credlte from renewable energy production and project 
investinente. Failure of current construction projecte to reach 
commercial operation before the expiration of certain tax credlte at the 
end of 2011 could have a significant impact on Commercial Power's 
resulte of operations. 

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

2009 

Operating Revenues. 

The Increase was primarily driven by: 

• A $294 million increase In wholesale electric revenues due to 
higher generation volumes and pricing net of lower margin 
eamed from participation in wholesale auctions; 

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

additional megawatts participating in tiie auction and higher 

cleared auction pricing In 2010 compared to 2009; 

• A $51 million Increase in renewable generation revenues due 

to additional wind generation facilities placed In sen/Ice in 

2010 and a full year of operations for wind generation 

facilities placed In service throughout 2009; and 

• An $8 million Increase In net mark-to-market revenues on 

non-qualitying power and capaciti/ hedge contracts, consisting 

of mark-to-mari<etgainsof $6 million in 2010 compared to 

losses of $2 million in 2009, 
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Partially offeetting these Increases was; 

•A $67 million decrease in retail electric revenues resulting 
from lower sales volumes driven by increased customer 
switching levels net of weather and higher retail pricing under 
tiieESPin2010. 

Operating Expenses. 

The increase was primarily driven by: 

• A $259 million increase in impairment charges consisting of 
$672 million in 2010 compared to $413 million in 2009 
related primarily to goodwill and generation assete associated 
with non-regulated generation operati'ons In the Midwest. See 
Note 12 to the Consolidated Financial Statemente, "Goodwill, 
Intangible Assete and Impalmiente," for additional information; 

• A $277 million increase In wholesale fuel expenses due to 
higher generation volumes and less favorable hedge 
realizations in 2010 as compared to 2009; 

• A $32 million Increase in depreciation and administrative 
expenses associated with wind projecte placed in sen/ice and 
the continued development of the renewable business in 
2010;and 

• A $70 million Increase In operating expenses resulting from 

the amortization of certain deferred plant maintenance 

. expenses and higher transmission coste in 2010 compared to 

2009 net of lower administrative expenses; 

Partially offeetting these increases was: 

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

non-quallfj/lngfuel hedge contracte, consisting of 

mari<'to-market gains of $27 million in 2010 compared to 

losses of $58 million in 2009-, and 

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

expenses due to lower generation volumes net of higher 

purchased power volumes in 2010 as compared to 2009. 

Gains on Sales of Other Assets and Other, net. 

The decrease in 2010 as compared to 2009 Is attributable to 

lower gains on sales of emission allowances In 2010, 

EBIT 

The decrease is primarily atiiibutable to higher impaimient 
charges In 2010 associated with goodwill and generation assete of 
the non-regulated generation operations In tiie Midwest, higher 
operating expenses resulting from the amortization of certain deferred 
plant maintenance expenses and higher transmission coste, and 
lower retail revenues driven by customer switching. These factors 
were partially offset by higher retail revenue pricing as a result of the 
ESP, higher wholesale margins due to increased generation volumes 
and PJM capacity revenues and mark-to-market gains on 
non-qualifying fuel and power hedge contracte in 2010 compared to 
losses in 2009. 

Interrtational Ene i^ 

Years Ended December 31, 

(in millions, except where noted) 2011 2010 

Variance 
2011 vs. 

2010 2009 

Variance 
2010 vs. 

2009 

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

Operating income 

Otiier Income and expenses, net 
Expense attributable to noncontrolling Interest 

EBIT 

Sales, GWh 
Net proportional megawatt capacity in operation 

$ 1,467 
938 

(1) 

528 
174 
23 

$ 679 

18,889 
4,277 

$ 1,204 
806 

(3) 

395 
110 
19 

$ 486 

19,504 
4,203 

$263 
132 

2 

133 
64 
4 

$ 193 

(615) 
74 

$ 1,158 
834 

324 
63 
22 

$ 365 

19,978 
4,053 

$ 46 
(28 

(3 

71 
47 
(3 

$ 121 

(474 
150 

Year Ended December 3 1 , 2011 as Compared to December 3 1 , 

2010 

Operating Revenues. 

The Increase was driven primarily by: 

• A $111 million Increase In Central America as a result of 

favorable hydrology and higher average prices; 

* A $95 million Increase In Brazil due to favorable exchange 
rates, and higher average contract prices and volumes; and 

• An $80 million increase In Perij due to higher average prices 
and volumes, and hydrocarbon prices. 

Partially offeetting these increases was: 

• A $25 million decrease in Ecuador as a result of lower 
dispatch due to new hydro competitor commencing operations 
In the fourth quartEr of 2010. 
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Operating Expenses. 

The increase was driven primarily by: 

• A $77 million Increase in Central America due to higher fuel 

costs and consun^ption as a result of increased dispatch; 

• A $56 million increase In Peru as a result of hi^er fuel coste 
and consumption as a result of increased dispatch, purchased 
power and hydrocarbon royalty coste; and 

•A $25 million increase in Brazil as a result of unfavorable 

exchange rates, higher purchased power and a provision for a 

revenue tax audit. 

Partially offsetting these Increases was: 

• A $27 million decrease In Ecuador due to lower fuel 

consumption as a result of lower dispatch, and lower 

maintenance coste. 

Other Income and Expenses, net. 

The increase was primarily driven by a $44 million increase in 

equity earnings from NMC due to higher average prices partially offset 

by higher butane coste, and a $20 million arbitration award in Peru, 

EBIT 

As discussed above, the increase was primarily due to favorable 

contract prices and exchange rates in Brazil, arioitratlon award and 

higher margins In Peru, favorable hydrology In Central America, and 

higher equity eamings at NMC, 

YearEnded December 3 1 , 2010 as Compared to December 3 1 , 

2009 

Operating Revenues. 

The increase was driven primarily by: 

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

rates, higher average contract prices, and favorable hydrology. 

Partially offeetting this increase was: 

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

dispatch as a result of unfavorable hydrology, partially offset by 

higher average prices. 

Operating Expenses. 

The decrease was driven primarily by: 

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

consumption as a result of lower dfepatch; and 

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

lower legal, development, and labor coste. 

Partially offeetting these decreases was: 

• A $9 million Increase in Peru due to higher hydrocarixm 

royalty coste. 

Otfier Income and Expenses, net. 

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

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

million Increase In equity earnings from NMC due to higher average 

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

by higher butane coste. 

EBIT 

The Increase in EBIT was primarily due to favorable resulte in 
Brazil, the absence of a piovislon recorded in 2009 related to 
transmission fees in Brazil, 2009 equity losses associated with Attiki, 
higher equity earnings from NMC, and lower general and administrative 
coste, partially offeet by lower resulte In Central America. 

Other 

Years Ended December 31, 

(in millions) 2011 2010 

Variance 
2011 vs. 

2010 2009 

Variance 
2010 vs. 

2009 

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

Operating loss 
Other income and expenses, net 
Benefit attributable to noncontrolling interest 

EBIT 

$ 44 
354 

(8) 

(318) 
42 
(15) 

$(261) 

$ 118 
656 
145 

(393) 
129 

(9) 

$(255) 

$ (74) 
(302) 
(153) 

75 
(87) 
(6) 

$ (6) 

$128 
389 

4 

(257) 
2 

(4) 

$(251) 

$ (10) 
267 
141 

(136) 
127 

(5) 

$ (4) 
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Year Ended December 31,2011 as Compared to December 3 1 , 

2010 

Operating Revenues. 

The decrease was driven primarily by the deconsolidation of 
DukeNet Communications, LLC (DukeNet) In December 2010 and 
the subsequent accounting for Duke Energy's investment in DukeNet 
as an equity method investimenti 

Operating Expenses. 

The decrease was driven primarily by $172 million of 2010 
employee severance coste related to the voluntary severance plan and 
the consolidation of certain corporate office functions from the 
Midwest to Chariotte, North Carolina, prior year donations of $56 
million to the Duke Energy Foundation, which Is a nonprofit 
organization funded by Duke Energy shareholders tiiat makes 
charitable contributions to selected nonprofite and government 
subdivisions, a decrease as a result of the DukeNet deconsolidation 
in December 2010 and the subsequent accounting for Duke Energy's 
investment In DukeNet as an equity method investment, lower 
corporate coste, and a prior year litigation reserve; partially offeet by 
higher coste related to the proposed merger witii Progress Energy, 

Gains/ (Losses) on sales of other assets and other, net. 

The decrease was primarily due to tiie $139 million gain from 
the sale of a 50% ownership interest In DukeNet in the prior year. 

Other Income and Expenses, net. 

The decrease was due primarily to the sale of Duke Energy's 
ownership Interest in Q-Comm in the prior year of $109 million; 
partially offset by prior year impairmente and 2011 gains on sales of 
investimente. 

EBIT 

As discussed above, the decrease was due primarily to gains 
recognized in 2010 on tiie sale of a 50% ownership interest in 
DukeNet, the sale of Duke Energ/'s ownership Interest In Q-Comm in 
the prior year and higher coste related to the proposed merger; 
partially offeet by prior year employee severance coste, prior year 
donations to the Duke Energy Foundation, lower corporate coste and 
a prior year litigation reserve. 

Matters Impacting Future Other Results 

Duke Energy previously held an effective 50% interest in 
Crescent, which was a real estate joint ventjre formed by Duke 
Energy in 2006 that filed for Chapter 11 bankruptcy protection in 
June 2009, On June 9, 2010, Crescent restnjctured and emerged 
from bankruptcy and Duke Energy forfeited ite entire 50% ownership 
interest to Crescent debt holders. This fori'eiture caused Duke Energy 
to recognize a tax loss, for tax purposes, on Ite interest in the second 

quarter of 2010. Altiiough Crescent has reorganized and emerged • 
from bankruptcy with creditors owning all Crescent interest, tiiere 
remains uncertainty as to the tax treatment associated witii the 
restructijring. Based on this uncertainty, it Is possible that Duke 
Energy could Incur a future tax liability related to the tax losses 
associated with ite partnership interest in Crescent and the resolution 
of issues associated with Crescent's emergence from bankruptcy. 

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

Operating Expenses. 

The Increase was driven primarily by $172 million of employee 
severance coste related to the 2010 voluntary severance plan and the 
consolidation of certain corporate oflice functions from tiie Midwest to 
Charlotte, Nortii Cartilina, donations of $56 million to the Duke 
Enetgy Foundation, which Is a nonprofit organization funded by Duke 
Energy shareholders that makes charitable contributions to selected 
nonprofite and government subdlvfelons and a litigation resen/e. 

Gains/ (Losses) on sales of other assets and other, net. 

The Increase was primarily due tiD the $139 million gain from 
the sale of a 50% ownership interest in DukeNet in the fourth quarter 
of 2010, 

Other Income and Expenses, net. 

The increase was due primarily to the sale of Duke Energy's 
ownership Interest in Q-Comm, and a 2009 charge related to certain 
guarantees Duke Ener^ had issued on behalf of Crescent. 

EBIT 

As discussed above, the decrease was due primarily to 
employee severance coste, donations to the Duke Energy Foundation, 
and a litigation resen/e; partially offset by gains recognized on the sale 
of a 50% ownership interest in DukeNet and tiie sale of Duke 
Energy's ownership interest in Q-Comm, 

DUKE ENERGY CAROLINAS 

INTRODUCTION 

Management's Discussion and Analysis should be read In 
conjunction with the accompanying Consolidated Financial 
Statemente and Notes for the years ended December 3 1 , 2011, 
2010 and 2009. 

BASIS OF PRESENTATION 

The resulte of operations and variance discussion for Duke 
Energy Carolinas is presented in a reduced disclosure fonnat In 
accordance with General Instruction (l)(2)(a) of Form 10-K. 
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RESULTS OF OPERATIONS 

Resulte of Operations and Variances 

Summary of Results 

(in millions) 

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

Operating income 
Other income and expenses, net 
Interest expense 

Income before income taxes 
Income tax expense 

Net Income 

Years Ended December 31, 

2011 

$6,493 
5,014 

1 

1,480 
186 
360 

1,306 
472 

$ 834 

2010 

$6,424 
4,986 

7 

1,445 
212 
362 

1,295 
457 

$ 838 

Increase 
(Decrease) 

$69 
28 
(6) 

35 
(26) 
(2) 

11 
15 

$ (4) 

Net Income 

The $4 million decrease in Duke Energy Carolinas' net income 
for the year ended December 31, 2011 compared to December 31 , 
2010 was primarily due to the following factors: 

Operating Revenues. 

The increase was driven primarily by: 

• A $241 million net increase in retail rates and rate riders 
primarily due to the implementation of tiie North Carolina 
CWl P rider effective January 2011, riders for tiie SAW 
pro-am, and year-over-year Impact related to a phase-in of 
the new retail rates resulting from the South Carolina rate case 
in the first quarter of 2010; and 

• A $23 million increase In wholesale power revenues, net of 
sharing, primarily due to Increased capacity' charges and 
additional volumes for customers served under long-term 
contracte; partially offset by volume decreases and lower 
pridng for near-term sales. 

Partially offeetting these Increases was: 

•A $192 million decrease in GWh sales to retail customers due 
to less favorable weatiier. Weather statistics for botii heating 
degree days and cooling degree days in 2011 were 
unfavorable compared to 2010. Heating degree days were 
4% below normal for 2011 as compared to 16% above 
norrnal In 2010 and cooling degree days for 2011 were 19% 
aboye normal compared to 33% above normal in 2010. 

Operating Expenses. 

The increase was driven primarily by: 

• A $101 million increase in operating and maintenance 
expenses primarily related to higher non-outage and outage 
costs at nuclear generation plante, merger related coste, coste 

related to the Implementation of the SAW program and higher 
storm coste; partially offeet by a prior year charge for a 
litigation settlement; and 

• A $27 million increase In depreciation and amortization 

expense primarily due to Increased production plant base and 

software projecte amortization; partially offeet by the 2011 

deferral of the wholesale portion of Gri'dSouth coste. 

Partially offeetting these increases was: 

" A $103 million decrease In employee severance coste 

associated with the 2010 voluntary severance plan. 

Other Income and Expenses, net 

The decrease is primarily due to higher interest income recorded 

in 2010followingtiie resolution of ceriain income tax matters related 

to prior years, lower deferred returns and lower equity component of 

AFUDC. 

Income Tax Expense. 

Income tax expense for 2011 increased compared to 2010 
primarily due to Increases In pre-tax income and In tiie effective tax 
rate. The effective tax rate for 2011 and 2010 was 35.1% and 
35.3%, respectively. The Increase In the effective tax rate Is primarily 
due to a decrease In tiie manufacturing deduction In 2011 and a 
state tax benefit recorded in 2010, partially offset by the write-off of a 
deferi'ed tax asset in 2010 due to a change in the tax treatinent of the 
Medicare Part D subsidy due to the passing of health care reform 
legfelatlon. 

Matters Impacting Future Duke Energy Carolinas Resutts 

In January 2012, the NCUC and PSCSC approved Duke Eners" 
Carolinas' proposed settlemente In requeste tP Increase electric rates 
for ite North Carolina and South Carolina customers. The settlement 
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agreemente include combined base rate increases of approximately 
$400 million that will be reflected in 2012 earnings, 

Duke Energy Carolinas plans to file rate cases In North Carolina 
and South Carolina during 2012. These planned rates cases are 
needed to recover investmente In Duke Energy Carolinas' ongoing 

infrastructure modernization projecte and operating coste. Duke 
Energy Carolinas' earnings could be adversely impacted if these rate 
cases are denied or delayed by either ofthe state regulatory 
commissions. 

DUKEENERGYOHIO 

INTRODUCTION BASIS OF PRESENTATION 

Managements Discussion and Analysis should be read In 
conjunction with the accompanying Consolidated Financial 
Statemente and Notes for the years ended December 31 , 2011, 
2010 and 2009, 

The results of operations and variance discussion for Duke 

Energy Ohio Is presented in a reduced disclosure format in 

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

RESULTS OF OPERATIONS 

Results of Operations and Variances 

Summary of Results 

(in millions) 

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

Operating income (loss) 
Other income and expenses, net 
Interest expense 

Income before income taxes 
Income taxexpense 

Net income (loss) 

Years Ended December 31, 

2011 

$3,181 
2,811 

5 

375 
19 

104 

290 
96 

S 194 

2010 

$3,329 
3,557 

3 

(225) 
25 

109 

(309) 
132 

$ (441) 

Increase 
(Decrease) 

$(148) 
(745) 

2 

600 
(6) 
(5) 

599 
(36) 

$635 

Net Income 

The $635 million Increase In Duke Energy Ohio's net income 
was primarily due to the following factors: 

Operating Revenues. 

The decrease was due primarily to; 

•A $204 million decrease in retail electric revenues resulting 
from lower sales volumes driven by increased customer 
switching levels net of higher retail pricing under tiie ESP in 

2011; 

• A $75 million decrease in retail electric revenues resulting 

trom the expiration ofthe Ohio electric R^ulatory Transition 

Charge for non-residential customers; 

• A $63 million decrease in regulated fuel revenues driven 

primarily by reduced sales volumes and lower natural gas coste; 

• A $39 million decrease related to less favorable weather 
conditions In 2011 compared to 2010; and 

" A $23 million decrease In net mark-ti>market revenues on 

non-qualltying power and capacity hedge contracte, consisting 

of mark-to-market gains of $7 million in 2011 compared to, 

gains of $30 million In 2010, 

Partially offeetting tiiese decreases were: 

• A $245 million increase in wholesale electi'ic revenues due to 
higher generation volumes net of lower pricing and lower margin 
earned from participation in wholesale auctions In 2011. 

Operating Expenses. 

The decrease was due primarily tO: 

• A $749 million decrease In impairment charges primarily 
related to a $677 million impairmentof goodwill and a $160 
million ImpairiTtent of certain generation assete in 2010 
compared to a S79 million impairment in 2011 to write down 
the carrying value of excess emission allowances. See Note 12 
to the Consolidated Financial Statemente, "Goodwill, 
Intangible Assete and Impairmente," for additional Information; 
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- A $107 million decrease in retail fuel and purchased power 

expenses due to lower generation volumes driven by increased 

customerswitchlnglevefein 2011 compared to 2010; 

• A $64 million decrease in depredation and amortization coste 
primarily due to decreased regulatory transition charge 
amortization; 

• A $63 million decrease in r^ulated fuel expense primarily due 
to reduced sales volumes and lower natural gas coste; 

• A $24 million decrease In employee severance costs related to 

tiie 2010 voluntary severance plan and the consolidation of 

certain corporate office functions from the Midwest to 

Charlotte, North Carolina, 

Partially offsetting tiiese decreases were: 

• A $159 million increase In wholesale fuel expenses due to 

higher generation volumes; 

• A $72 million increase in operating and maintenance 

expenses primarily from the recognition of Midwest ISO exit 

fees and higher maintenance expenses; and 

• A $29 million Increase In marl(-tiD-market fuel expense on 

non-qualitying fuel hedge contracte, consisting of 

mark-to-market losses of $3 million in 2011 compared to 

gains of $25 million In 2010. 

Other Income and Expenses, net 

The decrease in 2011 compared to 2010 is primarily 

attributable to reduced interest Income accrued for uncertain income 

tax positions. 

Income Tax Expense. 

Income tax expense for 2011 incre.ased compared to 2010 

primarily due to increases in pre-tax income and in the effective tax 

rate. The effective tax rate In 2011 was 33,1% compared to an 
effective tax rate for the same period in 2010 of (43.0%). The 
change in tiie effective tax rate is primarily due to a $677 million 
non-deductible Impairment of goodwill in 2010, as discussed above. 

Matters Impacting Future Duke Energy Ohio Results 

Duke Energ/ Ohio operated under an ESP that expired on 
December 31, 2011. The PUCO approved Duke Energy Ohio's new 
ESP in November 2011. The new ESP effectively separates the 
generation of electricity from Duke Energy Ohio's retail load obligation 
asof January 1, 2012. Duke Energy Ohio's retail load obligation Is 
satisfied through competitive auctions, the coste of which are 
recovered from customers. Duke Energy Ohio now earns retail margin 
on the transmission and distribution of electricity only and not on tiie 
cost ofthe underlying energy. Duke Energy Ohio's coal-fired 
generation assete no longer serve retail load customers or receive 
negotiated pricing under tiie ESP. The coal-fired generation assete 
began dispatchingall of their electricity InhD unregulated markete In 
January 2012 and goingfonward will receive wholesale energy 
margins and capacity revenues from PJM at rates currentiy below 
those previously collected under the prior ESP. These lower energy 
margins and capacity revenues are expected to be partially offeet by a 
non-bypassable stability charge collected from Duke Energy Ohio's 
retail customers tiirough 2014, As a result, Duke Energy's operating 
revenues and net Income will be negatively impacted. 

Duke Energy Ohio's gas-fired non-regulsted generation assete 
eam capacity revenues from PJM. PJM capacity prices are 
detenmined through an auction process for planning years from June 
through May of the following year and are conducted approximately 
tiiree years in advanceofthecapadty delivery period. Capacity prices 
for periods beginning June 2011 and continuing throu^ May 2014, 
will be significantly lower than current and historical capacity prices. 
As a result, Duke Energy Ohio's operating revenues and net Income 
will be negatively Impacted through 2014. 

DUKE ENERGY INDIANA 

INTRODUCTION 

Management's Discussion and Analysis should be read in 

conjunction with the accompanying Consolidated Financial 

Statemente and Notes for the years ended December31, 2011, 

2010 and 2009. 

BASIS OF PRESENTATION 

The resulte of operations and variance discussion for Duke 
Energy Indiana Is presented In a reduced disclosure format in 
accordance witii General Instruction (l)(2)(a) of Forni 10-K. 
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RESULTS OF OPERATIONS 

Resulte of Operations and Variances 

Summary of Results 

(in millions) 

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

Operating income 
Other Income and expenses, net 
Interest expense 

Income before Income taxes 
Income tax expense 

Net Income 

Years Ended DecemberSl, 

2011 

$2,622 
2,340 

282 
97 

137 

242 
74 

$ 168 

2010 

$2,520 
2,012 

(2) 

506 
70 

135 

441 
156 

$.285 

Increase 
(Decrease) 

$102 
328 

2 

(224) 
27 
2 

(199) 
(82) 

$(117) 

Net Income 

The $117 million decrease in Duke Energ/ Indiana's net 

income for the year ended DecemberSl, 2011 compared to 

December 31 , 2010 was primarily due to the following factors: 

Operating Revenues. 

The Increase was primarily due tO: 

'An $80 million Increase in fuel revenues (including the rider 
for emission allowances) primarily due to an increase in fuel 
rates as a result of higher fuel and purchased power costs; 

• A $32 million net increase In rate riders primarily related to 
the Edwardsport IGCC plant that fe currently under 
construction and higher recoveries of demand side 
management (DSM) coste, partially offset by lower recoveries 
under the clean coal technology (CCT) rider; and 

• A $13 million increase in rate pridng due to the positive 

Impact on overall average prices of lower sales volumes; 

Partially offsetting these Increases was; 

• A $27 million decrease in retail revenues related to less 

favorable weather conditions In 2011 compared to 2010. 

Operating Expenses. 

The Increase was primarily due to: 

•A $178 million increase due to an additional Impairment 
charge related to the Edwardsport IGCC plant that Is currentiy 
under construction. See Note 4 to the (jDnsolidated Financial 
Statemente, "Regulatory Matters," for additional information; 

• A $74 million increase in fuel coste primarily due to an 

Increase in fuel rates as a result of higher fuel and purchased 

power costs; 

• A $36 million increase in operation and maintenance coste 

primarily due to higher storm related coste, higher generation 

outage coste, and Increased legal and corporate allocations, 
partially offset by decreased coste associated with the 2010 
volunteiy severance plan and the consolidation of certain 
corporate office functions from the Midwest to Charlotte, Nortti 
Carolina; 

• A $15 million increase In depreciation and amortization 

expense primarily due to higher amortization of DSM 

regulatory assets and increase in production plant base, 

partially offeet by lower amortization of deferred clean coal 

coste; and 

• A $12 million Increase in general taxes primarily due to 

certain property tax true-ups, higher property tax rates In 

2011, and Increases In gross receipte and payroll taxes. 

Other Income and Expenses, net 

The increase In 201 loompared to 2010 was primarily 
attributable to increased AFUDC In 2011 for additional capital 
spending related to the Edwardsport IGCC plant tiiat is currently 
under consti'uctlon. 

Income Tax Expense. 

Income tax expense for 2011 decreased compared to 2010 
primarily due to a decrease In pre-tax income and the effective tax 
rate. The effective tax rate for 2011 and 2010 was 30,6% and 
35.5% respectively. This decrease in tiie effective tax rate is primarily 
due to an Increase in AFUDC equity. 

Matters Impacting Future Duke Energy Indiana Results 

See Note 4 to the Consolidated Financial Statements, 
"Regulatory MatiBrs," for a discussion ofthe significant Increase in the 
estimated cost of the 618 MW IGCC plant at Duke Energy Indiana's 
Edwardsport Generating Station. Additional updates to the cost 
estimate could occur through the completion of the plant in 2012. 
Phase I and Phase II hearings concluded on January 24, 2012, 
Final orders from the IURC on Phase 1 and Phase 11 of the subdocket 
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and the pending IGCC Rider proceedings are expected no sooner 

than the end ofthetiiird quarter 2012, DukeEnergy Indiana fe 

unable to predict the ultimate outcome of these proceedings. In tiie 

event the IURC dlsallov/s a portion ofthe plant coste, Induding 

finandng coste, or if cost estimates for the plant increase, additional 

charges to expense, which could be material, could occur. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The application of accounting policies and estimates is an 
importar>t process tiiat continues to devdop as Duke Energy's 
operations change and accounting guidance evolves. Duke Energy 
has Identified a number of critical accounting policies and estimates 
that require tiie use of significant estimates and Judgmente. 

Management bases its estimates and judgmente on historical 
experience and on other various assumptions that It believes are 
reasonable at the time of application. The estimates and judgmente 
may change as time passes and more Information about Duke 
Energy's environment becomes available. If estimates and judgmente 
are different than the actual amounte recorded, adjustmente are 
made in subsequent periods b: take into consideration the new 
information, Duke Energy discusses ite critical accounting policies 
and estimates and other significant accounting policies with senior 
members of management and the audit committee, as appropriate, 
Duke Energy's critical accounting policies and estimates are 
discussed below, 

R^iulatory Accounting 

Duke Energy's r^ulated operations (the substantial majority of 
U.S. Franchised Electric and Gas's operations) meet the criteria for 
application of regulatory accounting treatment. As a result, Duke 
Energy records assete and liabilities that result from the regulated 
ratemaking process that would not be recorded under GAAP in the 
U,S. for non-regulated entities. Regulatory assete generally represent 
Incun-ed coste tiiat have been deferred because such coste are 
probable of future recovery In customer rates, R^ulatory liabilities 
generally represent obligations to make refunds to customers for 
previous collections for coste that either are not likely to or have yet to 
be Incurred. Management continually assesses whether the 
regulatory assete are probable of future recovery by considering 
factors such as applicable regulatory environment changes, historical 
regulatory treatment for similar coste In Duke Enei^'s jurisdictions, 
recent rate orders to other regulated entities, and the status of any 
pending or potential deregulation legislation. Based on this continual 
assessment, management believes the existing regulatory assete are 
probable of recovery, Thfe assessment reflecte tiie current political 
and regulatoty climate at the state and federal levels, and is subject to 
change in the future. If future recovery of coste ceases to be probable, 
the asset write-offs would be required to be recognized in operating 
Income, Additionally, the regulatory agencies can provide flexibility in 
the manner and timing of the depreciation of property, plant and 
equipment, recognition of nuclear decommissioning coste and 
amortization of regulatory assete or may disallow recovery of all or a 
portion of certain assete. Total regulatory assete were $4,046 million 
asof December 31 , 2011, and $3,390 million asof December 3 1 , 
2010. Total regulatory HablHtJes were $3,005 million as of 

December 3 1 , 201 land $3,155 million as of December 31 , 2010, 
For further Information, see Note 4 to the Consolidated Financial 
Statemente, "Regulatory Matters." 

In .order to apply regulatory accounting treatinent and record 
regulatory assete and liabilities, certain criteria must be met. In 
determining whether the criteria are met for ite operations, 
management makes significant judgmente, including determining 
whether revenue rates for services provided to customers are subject 
to approval by an Independent, third-party regulator, whether the 
regulated rates are designed to recover specific coste of providing tiie 
regulated service, and a detennination of whether. In view of the 
demand for the regulated services and the level of competition, it is 
reasonable to assume tiiat rates set at levels that will recover the 
operations' coste can be charged to and collected from customers. 
This final criterion requires consideration of anticipated changes in 
levels of demand or competi'tlon, direct and Indirect, during the 
recovery period for any capitalized coste. 

The regulatory accounting rules require recognition of a loss if it 
becomes probable that part of tiie cost of a plant under construction 
or a recently completed plant will be disallowed for ratemaking 
purposes and a reasonable estimate of the amount of the 
disallowance can be made. Such assessmente can require significant 
judgment by management regarding matters such as the ultimate 
cost of a plant under construction, regulatoty recovery Implications, 
etc. As discussed In Note 4, "Regulatory Mati:ers," during 2011 and 
2010 Duke Energy Indiana recorded disallowance charges of $222 
million and $44 million, respectively, related to the IGCC plant 
currently under constmction in Edwardsport, Indiana. Management 
will continue to assess matters as the construction of tiie plant and 
tiie related regulatory proceedings continue, and further charges 
could be required in 2012 or beyond. 

As discussed further in Note 1, "Summary of Significant 
Accounting Policies", and Note 4, "Regulatory Matters," Duke Energy 
Ohio discontinued the application of regulatory accounting treatment 
to portions of ite generation operations In November 2011 in 
conjunction with the approval of Ite new Electric Security Plan by the 
Public Utilities Commission of Ohio. The effect of this change was 
Immaterial to the finandal statemente. 

Goodwill Impairment Assessments 

Duke Ener^'s goodwill balances 

table. 

(in millions) 

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

Total Duke Energy goodwill 

are Induded In the following 

DecemberSl, 

2011 2010 

$3,483 $3,483 
69 69 

297 306 

$3,849 $3,358 

The majority of Duke Energy's goodwill relates to tiie 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 $69 million of goodwill that resulted 
from the September 2008 acquisition of Catamount Energy 
Corporation, a leading wind power company located in Rutland, 
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Vermont. As of tiie acquisition date, Duke Energy allocates goodwill 
to a reporting unit, which Duke Energy defines as an operating 
segment or one level below an operating segment. 

Duke Energy recorded impalmiente of $500 million and $371 
million related to Commercial Power's non-regulated Midwest 
generation reporting unit In 2010 and 2009. Subsequent to the 
2010 impairment charges, there is no recorded amount of goodwill 
at Commerdai Power's non-regulated Midwest generation reporting 
unit. These impaimient charges are recorded in Goodwill and Other 
Impairment Charges on Duke Energy's Consolidated Statement of 
Operations. See Note 12 to the Consolidated Finandal Statemente, 
"Goodwill,. Intangible Assete and Impairmente" for further infonnation 
regarding the factors impacting the valuation of Commercial Power's 
non-regulated generation reporting unit. Duke Energy determined that 
no other goodwill Impairinente existed in 2011, 2010 and 2009. 

As discussed In Note 12 to the Consolidated Financial 
Statemente, "Goodwill, Intangible Assete and Impairmente"; Duke 
Energy is required to test goodwill for impairment at the reporting unit 
level at least annually and more frequently If evente or circumstances 
occur that would more likely than not reduce the fair value of a 
reporting unit below Its carrying value. Duke Energy, evaluates the 
carrying amount of ite recorded goodwill for Impairment on an annual 
basis as of August 31 and periderms Interim Impairment teste if a 
triggering event occurs that Indicates it fe more likely than not that the 
fair value ofa reporting unit Is less than its cartying value. The 
analysis ofthe potential impairmentof goodwill has historically 
required a tiwo step process. However, effective witii the FASB's 
September 2011 issuance of new goodwill accounting guidance, an 
entity may first assess qualitative factors to determine whether It Is 
necessary to peri'orm the two step goodwill impainnent test, Duke 
Energy's annual qualitative assessmente underthe new accounting 
guidance include reviews of current forecaste compared to prior 
forecaste, consideration of recent fair value calculations. If any, review 
of Duke Energy's, as well as Its peers, stock price peri'ormance, credit 
ratings of Duke Energy's significant subsidiaries, updates to weighted 
average cost of capital (WACC) calculations or review of the key 
inpute to tiie WACC and consideration of overall economic factors, 
recent regulatory commission actions and related r^ulatoty climates, 
and recent financial performance. If the resulls of qualitative 
assessmente Indicate that the fair value of a reporting unit Is more 
likely than not less than the carrying value of the reporting unit, the 
tiA/o-step impairment test Is required. 

In 2011, Duke Energy, after completion of ite qualitative 
assessmente of tiie factors noted above, concluded that it was more 
likely than not tiie fair value of each reporting unit exceeded ite 
carrying value. Thus, the tiwo step goodwill Impairment test was not 
necKsary in 2011. 

For yeai5 In which the two step impairment test is necessary, 
such as was the case in 2010 and 2009, step one of the 
impainnent test involves comparing the fair values of reporting unite 
with their carrying values, including goodwill. If the cartying amount 
of a reporting unit exceeds the reporting unit's fair value, step two 
must be peri'ormed to determine the amount, If any, of the goodwill 
impainnent loss. If the carrying amount is less than fair value, further 
testing of goodwill is not peri'ormed. 

Step two of the goodwill impairment test Involves comparing the 
implied fair value ofthe reporting unit's goodwill against the carr/ing 
value of the goodwill. Under step tiwo, determining the implied fair 
value of goodwill requires the valuation of a reporting unifs 
Identifiable tangible and Intangible assete and liabilities as if tiie 
reporting unit had been acquired In a business combination on the 
testing date. The difference between the fair value of the entire 
reporting untt as determined Insteponeand 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 betiween tiie carrying amount of goodwill and the implied 
fair value of goodwill upon the completion of step tiwo. 

For purposes of the step one analyses, determination ofthe 
reporting unite' fair values Is based on a combination ofthe Income 
approach, which estimates the fair value of Duke Energy's reporting 
unite based on 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 
industi'ies. Key assumptions used In the income approach analyses 
for the U.S. Franchised Electric and Gas reporting units Include, but 
are not limited to, the use of an appropriate discount rate, estimated 
future cash flows and estimated run rates of operation, maintenance, 
and general and administrative coste, and expectations of returns on 
equity in each regulated jurisdidion that will be achieved. In 
estimating cash flows, Duke Energy incorporates expected growth 
rates, regulatory stability and ability to renew contracte, as well as 
other factors. Into ite revenue and expense forecaste. 

Estimated future cash flows under the income approach are 
based to a large extent on Duke Energy's intemal business plan, and 
adjusted as appropriate for Duke Energy's vlev^ of mari<et participant 
assumptions. Duke Energy's Internal business plan reflecte 
management's assumptions related to customer usage and attrition 
based on intemal data and economic data obtained from third party 
sources, projected commodity pricing data and potential changes in 
environmental regulations. The business plan assumes tiie occuri'ence 
of certain evente In the future, such as tiie outcom,e of future rate filings, 
future approved rates of retums on equity, anticipated eamlng&'returns 
related to significant future capital investinente, continued recovery of 
cost of service and the renew_al of certain conti'ads. Management also 
makes assumptions regarding the run rate of operation, maintenance 
and general and administi'ative coste based on the expected outcome of 
the aforementioned evente. Should the actual outcome of some or all of 
these assumptions differ significantly from the current assumptions, 
revisions to current cash flow assumptions could cause the fair value of 
Duke Energy's reporting unite to be significantiy different In future 
periods. 

One of the most significant assumptions 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 tiie appropriate discount rate for 
each of ite reporting unite based on the WACC for each Individual 
reporting unit. The WACC takes into account botii the pre-tax cost of 
debt and cost of equity (a major component of the cost of equity is 
the current risk-free rate on twenty year U.S. Treasury bonds). In the 
2010 and 2009 step one impairment teste, Duke Enetgy considered 
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implied WACCs for certain peer companies in determining tiie 
appropriate WACC rates to use In Ite analysis. 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 spedfic risk premiums. For example, 
transmission and distribution reporting unite generally would have a 
lower company specific risk premium as tiiey do not have the higher 
level of risk associated with owning and operating generation assets 
nor do tiiey have significant constnjction risk or risk associated with 
potential future carbon l^lslation or pending EPA regulations. The 
discount rates used forcalculatlngthefairvalues as of August 3 1 , 
2010, for each of Duke Energy's domestic reporting unite were 
commensurate with the risks associated with each reporting unit and 
ranged from 5,75% to 9.0%. For Duke Energy's international 
operations, a base discount rate of S.2% was used, with specific 
adders used for each separate jurisdiction in which International 
Energy operates to reflect the differing risk profiles of tiie jurisdictions 
and countries. This resulted in discount ratesforthe August 31 , 
2010 goodwill impairment test for the intemational operations 
ranging from 9.7% to 13.0%. As discussed above, in 2011 Duke 
Energy performed a qualitative assessment of potential goodwill 
impairment, and thus a step one valuation was not necessaiy. 
Management's qualitative assessment took into consideration the 
decline in 2011 of a key input to tiie WACC calculation; namely, a 
decline In the current risk-free rate on twenty year U.S, Treasuty 
bonds, Management concluded that had step one valuations been 
necessaty, the dedine in this key WACC input would likely have 
resulted In lower discount rates and higher Income approach 
valuations. 

The underlying assumptions and estimates are made as of a 
point in time; subsequent changes, particulariy changes In the 
discount rates or growth rates Inherent In managements estimates of 
future cash flows, could result in future impairment chat^es. 
Management continues to remain alert for any indicators tiiat tiie fair 
value of a reporting unit could be below book value and will assess 
goodwill for Impairment as appropriate. 

The majority of Duke Energy's business is in environmente that 
are either fully or partially rate-regulated. In such envin^nmente, 
revenue requlremente are adjusted periodically by regulatoty based on 
factors including levels of coste, sales volumes and costs 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 martlet or economic conditions. However, management 
will continue to monitor changes In the business, as well as overall 
market conditions and economic factors that could require additional 
Impairment teste, 

Long-Lived Asset Impairment Assessmwits 

Properiy, plant and equipment is stated at the lower of historical 
cost less accumulated depreciation or fair value, if impaired. Duke 
Energy evaluates properiy, plant and equipment for Impairment when 
evente or changes in circumstances indicate that the carrying value of 
such assete may not be recoverable. The determination of whether an 
impairment has occurred is based on an estimate of undiscounted 
future cash fiows attributable to the assete, as compared with the 

carrying value of the assete. Performing an Impairment evaluation 
Involves a significant degree of estimation and judgnent in areas 
such as identltying circumstances that Indicate an impairment may 
exist, identifying and grouping affected assete, and developing the 
undiscounted and discounted future cash flows (used to estimate fair 
value in the absence of market-based value) associated with the 
asset. Additionally, determining fair values requires probability 
weighting the cash flows to reflect expectations about possible 
variations In their amounte or timing and the selection of an 
appropriate discount rate. Although cash flow estimates are based on 
relevant Information available at the time the estimates are made, 
estimates of future cash flows are, by nature, highly uncertain and 
may vary significantly from actual resulte. If an Impairment has 
occurred, the amount of the Impairment recognized is determined by 
estimating the fairvalue ofthe assete and recording a loss ifthe 
carrying value is greater than the fair value. For assete identlfled as 
held for sale, the carrying value Is compared to the estimated fair 
value less the cost to sell In order to determine if.an impairment loss 
Is required. Until the assete are disposed of, tiieir estimated fair value 
is re-evaluated when drcumstances or evente change. 

When it becomes probable tiiat regulated generation, 
transmission or distribution assete have been abandoned, the cost of 
the asset Is removed from plant in sen/Ice. The value that may be 
retained as an asset on the balance sheet for the abandoned property 
is dependent upon amounte that may recovered through regulated 
rates, induding any retum. As such, an impairment charge could he 
offset by the establishment of a regulatory asset if rate recovery is 
probable. 

As discussed further in Note 12 to the Consolidated Finandal 
Statemente, "Goodwill, Intangible Assete and Impairments", in the 
third quarter of 2011, Oimmercial Power recorded $79 millionof 
pre-tax impairment charges related to Clean Air Act emission 
allowances which were no longer expected to be used as a result of 
the new Cross State Air Pollution Rule, In tiie second quarter of 
2010, Commercial Power recorded $160 million of pre-tax 
Impairment charges related to certain generating assets and emission 
allowances primarily associated with these generation assete in the 
Midwest to write-down the value of these assete to their estimated fair 
value. The generation assete that were subjed to this Impairment 
charge were tiiose coal fired generating assete that do not have 
certain environmental emissions control equipment, causing these 
generation assete to be potentially heavily Impacted by the EPA's 
mles on emissions of NO^ and SO2. Additionally, in the third quarter 
of 2009, Commercial Power recorded $42 million of pre-tax 
impairment charges related to certain generating assete and emission 
allowances primarily associated with these generation assete in the 
Midwest to write-down the value of these assete to their estimated fair 
value. These impainnent charges are recorded in Goodwill and Other 
Impairment Charges on Duke Energy's Consolidated Statement of 
Operations. 

Revenue Recognition 

Revenues on sales of electricity and gas are recogiized when 
either tiie service is provided or tiie produd is delivered. Operating 
revenues include unbilled electric and gas revenues earned when 
service has been delivered but not billed by the end ofthe accounting 
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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 Mcf delivered but not billed. 
Unbilled wholesale energy revenues are calculated by applying the 
contractual rate per megawatt-hour (mWh) to the number of 
estimated mWh delivered but not yet billed. Unbilled wholesale 
demand revenues are calculated by applying the contractual rate per 
MW to the MW volume delivered but not yet billed. The amount of 
unbilled revenues can vaty significantiy from period to period as a 
result of numerous factors, Including seasonality, weather, customer 
usage patterns and customer mix. 

At December 31, 2011 and 2010, Duke Energy had $674 
million and $751 million, respedively, of unbilled revenues within 
Resti'ided Receivables of Variable Interest Entities and Receivables on 
their respective Consolidated Balance Sheete, 

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 
judgmente regarding the future outcome of contingent events and 
records a loss contingency when it Is determined that It is probable 
that a loss has occurred and the amount of the loss can be 
reasonably estimated. Management regularly reviews current 
information available to determine whetiier such accnjals should be 
adjusted and whether new accruals are required. Estimating probable 
losses requires analysis ot multiple forecaste and scenarios tiiat often 
depend on judgmente about potential actions by third parties, such 
as federal, state and local courts and other r^ulators. 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 futore resulte of operations, financial position and 
cash flows of Duke Energy. 

Duke Energy has experienced numerous claims for 
indemnification and medical cost rdmbursement relating to damages 
for bodily Injun'es alleged to have arisen from the exposure to or use 
of asbestos In connection with consti-udlon and maintenance 
activities conducted by Duke Energy t^rolinas on ite electric 
generation plante prior to 1985. 

Amounts recognized as asbestos-related resen/es In the 
respective Consolidated Balance Sheete totaled $801 million and 
$853 million as of December 31, 2011 and DecemberSl, 2010, 
respectively, and are classified In Other within Deferred Credlte and 
Other Liabilities and Otiier 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 
2030, Management believes that It Is possible tiiere will be additional 
dalmsfiled against Duke Energy after 2030. In light ofthe 
uncertainties inherent In a longer-term forecast, management does 
not believe that they can reasonably estimate the indemnity and 
medical coste that might be Incurred after 2030 related to such 
potential claims. Asbestos-related loss estimates Incorporate 
antidpated Inflation, If applicable, and are recorded on an 
undiscounted basis. These reserves are based upon current estimates 
and are subject to greater uncertainty as the projection period 

lengthens. A significant upward or downward trend in the number of 
dalmsfiled, 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 tiie estimated liability. Given the 
uncertainties associated with projecting matters into the future and 
numerous other factors outside our control, management believes 
that It Is possible Duke Energy may Incur asbestos liabilities In excess 
of the recorded reserves, 

Duke Energy has a third-party insurance policy to cover certain 
losses rdated to asbestix-related injuries and damages above an 
aggregate self Insured retention of $476 million. Duke Energy's 
cumulative paymente began to exceed the self Insurance retention on 
its Insurance policy In 2008. Futore paymente up to tiie policy limit 
will be reimbursed by Duke Energy's third party insurance carrier. The 
Insurance policy limit for potential futore Insurance recoveries for 
indemnification and medical cost claim paymente is $963 million in 
excess of the self insured retention. Insurance recoveries of $813 
million and $850 million related to this policy are classified In the 
Consolidated Balance Sheete in Other wltiiin Investments and Other 
Assete and Receivables as of December 31 , 2011 and 2010, 
respectively. Duke Energy is not aware of any uncertainties regarding 
tiie legal sufficiency of insurance claims. Management believes the 
Insurance recovety asset Is probable of recover/ as the insurance 
carrier continues to have a strong financial strength rating. 

For further Information, see Note 5 to the Consolidated Financial 
Statemente, "Commitinente 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 allowance recorded against Duke Energy's 
net deferred tax assete, if any. 

Deferred tax assete and liabilities are recognized for the toture tax 
consequences attributable to differences between tiie book basis and 
tax basis of assete and liabilities. Deferred tax assete and liabilities are 
measured using enacted tax rates expected to apply to taxable Income 
In the years in which tiiose 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 
tiiat could impad tiie ability to realize deferred tax assete. If future 
utilization of deferred tax assete is uncertain, a valuation allowance may 
be recorded against certain defetred 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 ta?;es could vary fram estim,ated 
amounte due to the impacte of various Items, including changes to 
income tax laws, Duke Energy's forecasted finandal condition and 
resulte of operations In futtire periods, as well as resulte of audite and 
examinations of filed tax returns by texing authorities. Although 
management believes current estimates are reasonable, adual resulte 
could differ from ttiese estimates. 

Significant judgment is also required In computing Duke 
Energy's quarterly effective tex rate (ETR). ETR calculations are 
revised each quarter based on the best full year tax assumptions 
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available at that time, including, but not limited to. Income levels, 
deductions and credlte. In accordance with Interim tax reporting 
rules, a tax expense or benefit Is recorded every quarter to adjust for 
the difference in tax expense computed based on the actual 
year-to-date ETR versus the forecasted annual ETR, 

Duke Energy recognizes tax benefite for positions taken or 
expected to beteken on tax retums, induding tiie decision toexdude 
certain Income or transactions from a return, when a more-likely-
than-not tiireshold Is met for a tex position and management believes 
that the position will be sustained upon examination by the taxing 
authorities. Duke Enetgy records the largest amount of the tax benefit 
tiiat is greater than 50% likely of being realized upon settlement. 
Management evaluates each position based solely on the technical 
merite and facte and circumstances of the position, assuming the 
position will be examined by a taxing authority having full knowledge 
of all relevant Information. Significant management judgment is 
required to deterinine recognition thresholds and the related amount 
of tex benefits to be recognized In the Consolidated Finandal 
Statements, Management reevaluates tax positions each period in 
which new information about recognition or measurement becomes 
available. The portion of the tex benefit which Is uncertain is 
disclosed In the notes to the Consolidated Financial Statemente. 

Undistribut&i foreign eamings associated witii International Energ/s 
operations are considered Indefinitely lelnvested, thus no U.S. tax is 
recorded on such eamings. This assertion Is based on management's 
determination that the cash held In Intemational Energ/s foreign 
jun'sdidlons is not needed to fiand tiie operations of Ite U.S. operations and 
that Intemational Enetgy eitiier has invested or has intentions to reinvest 
such earning. While management cunentiy Intends to Indefinitely telnvest 
all of International Energy's unremitted eamings, should drcumstences 
chan^, Duke Energy may need to record additional income tax expense 
in the period In which such detetmination chan^. The cumulative 
undistiibutedeamln^asof December 31,2011, on which Duke Energy 
has not provided deferred U.S, income taxes and foreign v/ltiiholding taxes 
is $1.7 billion. The amount of unrecognized deferred tax liability related to 
ttiese undistributed earning is estimated at between $250 million and 
$325 million. 

For further information, see Note 22 to tiie 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 use of assumptions. Changes in these assumptions can 
result in different expense and reported liability amounte, and fotore 
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 dmg cost trend rate assumptions are critical to Duke 
Energy's estimates of other post-retirement benefite. 

Funding requirements for defined benefit plans are determined 
by government regulations, Duke Energy made voluntaty 
conti'Ibutions to ite defined benefit retirement plans of $200 million In 
2011, $400 million in 2010 and $800 million in 2009. In 2012, 

Duke Energy anticipates making $200 million of contributions to ite 
defined benefit plans. 

Duke Energy and Ite subsidiaries maintain non-contributory 
defined benefit retirement plans. The plans cover most U.S. 
employees using a cash balance formula. Under a cash balance 
formula, a plan partidpant accumulates a retirement benefit 
consisting of pay credlte that are based upon a percentege (which 
may vaty witii age and years of service) of current eligible eamings 
and current interest credlte. Certain 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 earnings, plus a 
percentage of their highest 3-year average earnings in excess of 
covered compensation per year of participation (maximum of 35 
years), plus a percentage of their highest 3-year average eamings 
times years of participation in excess of 35 years, Duke Energy also 
maintains non-qualified, non-contributory defined benefit retirement 
plans which cover certain executives. 

Duke Energy and most of ite subsidiaries also provide some 
healtii 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 service 
requiremente at retirement, as defined in tiie plans. 

Duke Energy recc^nlzed pre-tax qualified pension cost of $45 
million In 2011, In 2012, Duke Energy's pre-tax qualified pension 
cost is expeded to be $17 million higher than in 2011 resulting 
primarily from an Increase In net aduarial loss amortization, primarily 
attributable to the effed of negative actual retums on assets from 
200S. Duke Energy recognized pre-tax nonqualified pension cost of 
$11 million and pre-tax other post-retirement benefite cost of $26 
million. In 2011. In 2012, pre-tax non-quallfled pension cost Is 
expected to be approximately the same amount as in 2011. In 
2012, pre-tex other post-retirement benefite coste are expected to be 
approximately $8 million lower tiian In 2011 resulting primarily from 
an increase in net actuarial gain accretion and a decrease In net 
transition obligation amortization. 

For both pension and other post-retirement plans, Duke Energy 
assumes that Ite plan's assete will generate a long-tenn rate of retorn 
of 8.00% as of December 3 1 , 2011. 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 tnust assete, subject to a prudent level of 
portfolio risk, for the purpose of enhancing the security of benefite for 
plan partlcipante. The asset allocation targete 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, hedge funds, real estate and other global securities are 
hdd for diversification. Investmente within asset classes are to be 
diversified to achieve broad market participation and reduce the 
Impact of individual managers or investmente, Duke Energy regularly 
reviews ite 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 Benefite Trust (VEBA 1). The 
Investment objective of VEBA 1 Is to achieve sufficient returns, subject 
to a prudent level of portfolio risk, for the purpose of promoting tiie 
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security of plan benefite for partlcipante, VEBA 1 is passively 
managed. 

The expeded long-term rate of retorn of 8,00% for the plan's 
assete was developed using a weighted average calculation of 
expeded retums based primarily on future expected retoms across 
asset classes considering the use of active asset managers. The 
weighted average retums expected by asset classes were 2,61% for 
U,S. equities, 1.50% for Non-U.S, equities, 0.99% for global 
equities, 1.59% for debt securities, 0,37% for global private equity, 
0.24% for hedge fonds, 0.30% for real estate and 0.30% for other 
global securities. 

Duke Energy discounted ite futore U.S. pension and other post-
retirement obligations using a rate of 5.1% asof DecemberSl, 
2011, The discount rates used to measure benefit plan benefit 

obligations for financlai reporting purposes should refled rates at 
which pension benefite could be effectively settled. As of 
DecemberSl, 2011, Duke Energy determined ite discount rate for 
U.S. pension and other post-retirement obligations using a bond 
selection-settlement portfolio approach. This approach develops a 
discount rate by selecting a portfolio of high quality corporate bonds 
that generate sufficient cash flow fo provide for the projected benefit 
paymente of tiie plan. The selected bond portfolio Is derived from a 
universe of non-callable corporate bonds rated Aa quality or higher. 
After the bond portfolio Is seleded, a single Interest rate Is determined 
that equates the present value of the plan's projected benefit 
paymente discounted atthis rate witii the market value ofthe bonds 
selected. 

Futore changes in plan asset retorns, assumed discount rates and various other factors related to the partidpante In Duke Energy's pension 
and post-retirement plans will Impad Duke Energy's future pension expense and liabilities. Management cannot predict with certainty what 
these fadors will be in the futore. The following teblepresente the approximate effed on Duke Energy's 2011 pre-tax pension expense, pension 
obligation and other post-retirement benefit obligation if a 0.25% change in rates were to occun 

Qualified and Non
qualified Pension Plans Other Post-Retirement Plans 

(in millions) +0,25% -0.25% +0,25% -0,25% 

Effect on 2011 pre-tax pension expense 
Expected long-term rate of return 
Discount rate 

Effect on benefit obligation at December 31, 2011 
Discount rate 

$ (12) 
(S) 

(114) 

$ 12 

117 

(1) 

(16) 

1 

16 

Duke Energy's U.S. post-retirement plan uses a medical care trend rate which reflecte the near and long-tenn 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 dmg health care coste, Asof DecemberSl, 2011, the medical care trend rates were 8,75%, which 
grades to 5,00% by 2020. The following table presente the approximate effect on Duke Energy's 2011 pre-tax other post-retirement expense 
and other post-retirement benefit obligation If a 1% point change in the health care trend rate were to occur: 

(in millions) 

Effect on other post-retirement expense 
Effect on other post-retirement benefit obligation at December 31, 2011 

Other Post-Retirement Plans 

+ 1,0% -1,0% 

$ 2 $ (2) 
31 (28) 

For further Information, see Note 21 to the (^nsolldated Finandal Statemente, "Employee Benefit Plans." 

LIQUIDITY AND CAPITAL RESOURCES 

Overview 

At December 31, 2011, Duke Energy had cash and cash 
equivalente and short-term investmente of $2.3 billion, of which 
$1,0 billion Is held in foreign jurisdictions and Is forecasted to be 
used to fund the operations of and investmente In International 
Energy. To fund Ite domestic liquidity and capital requlremente, Duke 
Energy relies primarily upon cash flows from operations, borrowings, 
and ite existing cash and cash equivalente. The relatively stable 
operating cash flows ofthe U.S, Franchised Eledric and Gas 

business segment compose a substantial portion of Duke Energy's 
cash flov/s from operations and it Is antidpated that It will continue to 
do so for the foreseeable future. A material adverse change in 
operations, or in available financing, could impad Duke Energy's 
ability to fond ite cun-ent liquidity and capital resource requiremente. 
Weather conditions, commodity price fluctuations and unanticipated 
expenses, including unplanned plant outages and storms, could 
affect tiie timing and level of internally generated funds. 

Ultimate cash flows from operations are subject to a number of 
factors. Including, but not limited to, regulatory constrainte, economic 
trends and market volatility (see Item IA. "Risk Factors" for details). 
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Duke Energy's projected capital and Investment expenditures for 

tiie next three fiscal years are Included In the table below. 

(in millions) 

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

Energy and Other 

Total committed expenditures 
Discretionary expenditures 

Totai projected capital and investment 
expenditures 

2012 

$3,400 

900 

4,300 
200 

$4,500 

2013 

$3,200 

350 

3,550 
400 

$3,950 

2014 

$3,525 

325 

3,850 
650 

$4,500 

Duke Energy continues to focus on reducing risk and positioning 
ite business for future success and will Invest prindpally In Ite 
strongest business sectors. Based on this goal, the majority of Duke 
Energy's total projected capital expenditiJres are allocated to tiie U.S, 
Franchised Electric and Gas segment. The table below includes the 
componente of projected capital expenditures for U.S, Franchised 
Eledric and Gas for the next three fiscal years. 

System growth 
Maintenance and upgrades of existing 

facilities 
Nuclear fuel 
EnvinDnmental 

Total projected U.S. Franchised Electric and 
Gas capital expenditures 

2012 

30% 

55% 
9% 
6% 

100% 

2013 

21% 

54% 
12% 
13% 

100% 

2014 

26% 

47% 
11% 
16% 

100% 

With respect to the 2012 capital expenditure plan, Duke Energy 
has fiexibility within ite $4.5 billion budget to defer or eliminate 
certain spending should economic or finandng conditions deteriorate. 
Of the $4,5 billion budget, $1.6 billion relates to projecte for which 
management has committed capital, induding, but not limited to, the 
continued construction of Cllflslde Unit 6, tiie Edwardsport IGCC 
plant and the Dan River combined cycle gas-fired facilities, and 
management intends to spend those capital dollars In 2012 
Irrespective of broader economic factors. $2.7 billion of projeded 
2012 capital expenditures are expected to be used primarily for 
overall system maintenance and upgrades, customer connections, 
compliance with new environmental requlremente and corporate 
capital 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 grov/th, thus management has more 
flexibility in terms of when these dollars are actually spent. The 
remaining planned 2012 capital expenditures of $0.2 billion are of a 
discretionary nature and relate to growth opportunities in which Duke 
Energy may Invest, provided there are opportunities that meet retum 
expectations. 

As a result of Duke Energy's significant commitment to 
modernize Ite generating fleet through the construction of new unite, 
the ability to cost effedively manage the constmction phase of current 
and future projecte Is critical to ensuring foil and timely recovery of 
coste of construction. Should Duke Energy encounter significant cost 
overruns above amounte approved by the various state commissions, 
and those amounte are disallowed for recovery In rates, or If 
construction cost of renewable generation exceed amounte provided 

tiirough power sales agreemente, future cash fiows and resulte of 

operations could be adversely impacted. 

Many of Duke Energy's current capitel expenditure projecte, 

including system modernization and renewable investmente, quality 

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

generate cumulative cash benefite of approximately $2.3 billion for 

projecte expected to be placed in sen/ice by the end of 2012, Even 

tiiough bonus depreciation related to Duke Energy's regulated projects 

reduces rate base eligible for indusion in foture rates, the cash 

ttenefite will decrease Duke Energy's need for financings over time 

and help to mitigate future customer rate increases, 

Duke Energy's capitalization is balanced between debt and 

equity as shown In tiie table below. 

Projected 
2012 2011 2010 

Equity 
Debt 

52% 52% 
48% 

55% 
45% 

Duke Energy's fixed charges coverage ratio, calculated using 
SEC guidelines, was 3.2 times tor 2011, 3,0 times for 2010, and 
3.0 times for 2009. 

In 2012, Duke Energy currently anticipates Issuing additional 
net debt of $400 miliion, primarily for the purpose of funding capital 
expenditores. Due to the flexibility In the timing of projected 2012 
capital expenditures, the timing and amount of debt Issuances 
tiiroughout 2012 could be influenced by changes in capital 
spending. 

In November 2011, Duke Energy entered into a new $6 billion, 
five-year master credit tadlity with $4.0 billion available at closing 
and the remaining $2.0 billion available following successful 
completion ofthe proposed merger with Progress Energy, Inc. This 
fadlity is not restricted upon general market conditions. Additionally, 
Duke Energy has access to $0.2 billion in a credit tadlity from 
smaller regional banks. At December 31, 2011, Duke Energy has 
available borrowing capacity of $3,3 billion under these facilities. 
Management currentiy believes that amounte available under ite 
revolving credit facilities are accessible should there be a need to 
generate additional short-term financing in 2012, Management 
expecte that cash flows from operations and issuances of debt will be 
suffident to cover the 2012 funding requiremente related to capital 
and investmente expenditures, dividend paymente and debt 
matoritles. See "Credit Fadlities" section below for additional 
information regarding Duke Energy's credit facilities. 

Duke Energy monitors compliance with all debt covenants and 
restridions and does not currentiy believe it will be In violation or 
breach of Ite significant debt covenante during 2012. However, 
circumstances could arise that may alter that view. If and when 
management had a belief that such potential breach could exist, 
appropriate adion would be taken to mitigate any such Issue. Duke 
Energy also maintains an adlve dialogue with the credit rating 
agencies. 

Duke Enet^ periodically evaluates the impad of repatriation of 
cash generated and held in foreign countries, Duke Energy's current 
intent is to indefinitely reinvest foreign earnings. However, 
circumstances could arise that may alter that view, including a future 
change in tex law governing U.S, taxation of foreign eamings. If Duke 
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Energy were to decide to repatriate foreign generated and held cash, 

recogriition of material U.S, federal income tex liabilities could be 

required. 

Cash Row Information 

The following table summarizes Duke Energy's cash flows for 
the tiiree most recentiy completed fiscal years: 

Years Ended DecemberSl, 

(in millions) 

Investing Cash Flows 

2011 2010 2009 

Cash flows provided by (used in): 
Operating activities 
Investing activities 
Financing activities 

E 3,672 $4,511 $3,463 
(4,434) (4,423) (4,492) 
1,202 40 1,585 

Net Increase in cash and cash 
equivalents 

Cash and cash equivalente at 
beginning of period 

440 128 556 

1,670 1,542 986 

Cash and cash equivalente at end of 
year $2,110 $ 1,670 $1,542 

Operating Cash Flows. 

the following table summarizes key componente of Duke 

Energy's operating cash flows for the three most recently completed 

fiscal years: 

Years Ended December31, 

(in millions) 2011 2010 2009 

Net Income $1,714 $1,323 $1,085 
Non-cash adjustmente to net income 2,628 2,972 3,041 
Contrifutions to qualified pension plans (200) (400) iSOQ) 
Working capital (470) 616 137 

Net cash provided by operating 
activities $3,672 $4,511 $3,463 

The decrease in cash provided by operating activities in 2011 
as coftipared to 2010 was driven primarily by: 

• Changes in traditional worthing capital amounte principally due 
to a Increase In coal Inventoty, resulting mainly from milder 
weather and changes In the timing of payment of accounte 
payable and accrued liabilities, partially offset by; 

• A $200 million decrease in contributions to company 

sponsored pension plans due to prior year pre-funding of 

contributions resulting from favorable borrowing conditions. 

The increase in cash provided by operating activities In 2010 as 

compared to 2009 was driven primarily by: 

• An increase in net income adjusted for non-cash and 

non-operating items in 2010 as compared to 2009, 

• A $400 million decrease In contributions to company 
sponsored pension plans due to higher prior year contributions 
due to unfavorable equity market conditions, and 

• Changes in traditional working capital amounte principally due 
to a decrease In coal InventOty mainly due to extreme weather 
conditions, partially offset by a net decrease In cash from taxes 
of $480 million. 

The following table summarizes key components of Duke 

Energy's investing cash flows for the three most recently completed 

fiscal years: 

Years Ended December 31. 

(in millions) 

Capital, Investment and acquisition 
expenditures 

Available for sale securities, net 
Proceeds from sales of equity 

investments and other assete, and 
sales of and colledions on notes 
receivable 

Qther investing items 

2011 

$(4,464) 
(131) 

US 
43 

2010 

$(4,855) 
95 

406 
(69) 

2009 

$(4,557) 
(25) 

70 
20 

Net cash used In Investing activities $(4,434) $(4,423) $(4,492) 

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

investment and acquisition expenditures, detailed by reportable 

business segment In the following table. 

Years Ended DecemberSl, 

(in millions) 2011 2010 2009 

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

$3,717 $3,891 $3,560 
492 525 688 
114 181 128 
141 258 181 

Total consolidated $4,464 $4,855 t,557 

The Increase in cash used in investing adivities in 2011 as 

compared to 2010 Is primarily due to the following: 

• A $290 million decrease in proceeds from sales of equity 
Investinente and other assete, and sales of and colledions on 
notes receivable as result of prior year cash received from the 
sale of a 50% interest in DukeNet and the sale of Duke 
Energy's 30% interest In Q-Comm, partially offset by the 
2011 sale of Windstream stock received in conjuncti'on with 
tiie Q-Comm sale in December 2010 and 

•A $230 million increase In purchases of available-for-sale 

securities, net of proceeds, due to the investment of excess 

cash held in foreigi jurisdidions. 

These Increases In cash used were partially offset by the 
following: 

• A $390 million decrease in capital, investment and 
acquisition expenditures primarily due to construction ofthe 
Edwardsport IGCC plant and Cliffside Unit 6 nearing 
completion. 

Cash used in investing adivities In 2010 were consistent as 

compared to 2009, However significant offsetting changes were: 

•A $300 million Increase in proceeds from sales ofequity 
investmente and otiier assets, and sales of and collodions on 
notes receivable as result of cash received from the sale of a 
50% interest in DukeNet and the sale of Duke Energy's 30% 
interest in Q-Comm, net of 
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• A $300 million increase in capital, investinent and acquisition 

expenditures primarily due to Duke Energy's ongoing 

Infrastructure modernization program. 

Financing Cash Flows 

The following table summarizes key componente of Duke 

Energy's finandng cash flows for the Ihree most recentiy completed 

fiscal years: 

Years Ended DecemberSl, 

(in millions) 2011 2010 2009 

Issuance of common stock related to 
employee benefit plans 

Issuance of long-term debt, net 
Notes payable and commercial 

power 
Dividends paid 
Other financing items 

& 67 $ 302 $ 519 
2,292 1,091 2,876 

208 (55) (548) 
(1,329) (1,284) (1,222) 

(36) (14) (40) 

Net cash provided by investing 
activities $1,202 $ 40 $ 1,585 

The increase in net cash provided by financing activities in 
2011 as compared to 2010 was due primarily to the following: 

•A $1,200 million net increase in long-term debt primarily due 

to financings associated with the ongoing fleet modernization 

program and 

• A $260 million increase in proceeds from net issuances of 
notes payable and commercial paper, primarily due to 
PremierNotes and commercial paper issuances. 

These increases in cash provided were partially offset by: 

• A $240 million decrease In proceeds from the Issuances of 

common stock primarily related to the Dividend Reinvestment 

Plan (DRIP) and other Internal plans, due to tiie 

discontinuance of new share issuances in the flrst quarter of, 

2011 and 

• A $50 million Increase in dividends paid in 2011 due to an 

increase in dividends per share from $0,245 to $0,25 in the 

third quarter of 2011, The total annual dividend per share 

was $0.99 in 2011 compared to $0.97 in 2010. 

The decrease in net cash provided by financing adivities in 
2010 as compared to 2009 was due primarily to the following: 

• A $1,785 million net decrease in long-term debt primarily due 

to advanced fonding of capital expenditures in 2009 as a 

result of tavorable borrowing conditions, 

• A $200 million decrease In proceeds from the issuances of 
common stock primarily related to the DRIP and other intemal 
plans primarily due to the timing of new share issuances, and 

• A $60 million Increase in dividends paid in 2010 due to an 
Increase in dividends per share from $0,24 to $0,245 in the 
third quaiter of 2010. The total annual dividend per share 
was $0.97 in 2010 compared to $0.94 in 2009, 

These decreases in cash provided were partially offset by: 

• A $490 million Increase due to the repayment of outstanding 

commerdai paper in 2009. 

Significant Notes Payable and Long-Term Debt Activities — 
2011. 

In December 2011, Duke Energy Carolinas issued $1 billion 
principal amount of flrst mortgage bonds, of which $350 million 
carry a fixed interest rate of 1.75% and mature December 15, 2016 
and $650 million cany a fixed interest rate of 4,25% and mature 
December 15, 2041, Proceedsfrom the issuances were used to 
repay $750 million 6.25% senior unsecured notes which matured 
Januaty 15, 2012, with the remainder to fund capital expenditores 
and for general corporate purposes. 

In November 2011, Duke Energy issued $500 million of senior 
notes, which carty a fixed interest rate of 2.15% and mature 
November 15, 2016. Proceeds from the issuance will be used to 
fund capital expenditures in Duke Energy's unr^ulated businesses In 
the U.S, and for general corporate purposes. 

In the third quarter of 2011, Duke Energy issued an additional 
$450 million In Commercial Paper, Proceeds from tills Issuance 
were used for general corporate purposes. In tiie fourth quarter of 
2011, Duke Energy repaid $375 million of Commercial Paper wltii 
the proceeds from debt Issuances discussed below. 

In August 2011, Duke Energy Issued $500 million prindpal 
amount of senior notes, which cany a fixed interest rate of 3.55% 
and mature Septemtjer 15, 2021. Proceedsfrom the Issuance were 
used to repay a portion of Duke Energy's commerdai paper, as 
discussed above, as It matures, to fund capital expenditures in Duke 
Energy's unregulated businesses In the U.S. and for general corporate 
purposes. 

In May 2011, DukeEnergy Carolinas issued $500 million . 
principal amount of first mortgage bonds, which carty a fixed Interest 
rateof3.90%andmatureJunel5, 2021. Proceeds fi-om this 
Issuance were used to fund capital expenditores and for general 
corporate purposes. 

Significant Notes Payable and Long-Term Debt Activities — 
2010. 

In December 2010, Top ofthe World Wind Energy, LLC, a 
subsidiary of Duke Energy Generation Sen/ices, Inc, (DEGS), an 
Indired wholly-owned subsidiary of Duke Energy, entered into a long-
terin loan agreement for $193 million principal amount maturing in 
December 2028. The collateral for this loan is substantially all of the 
assete of Top of the Worid Windpower LLC. The initial Interest rate on 
the notes Is the six month adjusted London IntertDank Offered Rate 
(LIBOR) plus an applicable margin. In connedion with tills debt 
issuance, DEGS entered into an Interest rate swap to convert the 
substantial majority of the loan Interest paymente from a variable rate 
to a fixed rate of 3.465% plus the applicable margin, which was 
2.375% as of December 31 , 2011, Proceeds from tiie issuance will 
be used to help fund the existing wind portfolio. 

In September 2010, Duke Energy Carolinas converted $143 
million of tax-exempt variable-rate demand txinds to tax-exempt term 
bonds, which carry a fixed interest rate of 4.375% and mature 
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October 2031. Prior to the conversion, the bonds were held by Duke 
Energy Carolinas as treasury bonds. In connection with the 
conversion, the tax-exempt bonds were secured by a series of Duke 
Energy Carolinas' first mortgage bonds. 

In September 2010, Duke Energ/Carolinas converted $100 
million of tax-exempt variable-rate demand bonds, to tax-exempt term 
bonds, which carry a fixed interest rate of 4.625% and matore 
November 1, 2040. In connection witii the conversion, the 
tex-exempt bonds were secured by a series of Duke Energy Carolinas' 
first mortgage bonds. 

In September 2010, Duke Energy Indiana refunded $70 million 
of tax-exempt auction rate bonds through the Issuance of $70 million 
principal amount of tax-exempt term bonds, of which $60 million 
carry a fixed interest rate of 3.375% and mature March 1, 2019, 
and $10 million carry a fixed interestrateof 3,75% and mature 
April 1, 2022, Inconnedion with tiie conversion, the tex-exempt 
bonds were secured by a series of Duke Energy Indiana's first 
mortgage bonds. 

In July 2010, Duke Energy Indiana issued $500 million 
principal amount of 3.75% first mor^ge bonds due July 15, 2020. 
Proceeds from the issuance were used to repay $123 million of 
borrowings under the Master Credit Facility, to fund Duke Energy 
Indiana's ongoing capital expenditures and for general corporate 
purposes. 

In July 2010, International Energy issued $281 million 
principal amount in Brazil, which carries an interest rate of 8,59% 
plus IGP-M (Brazil's monthly infiation Index) non-convertible 
debentui'es due July 2015. Proceeds of the Issuance were used to 
refinance Brazil debt related to DEIGP and for future debt maturities 
in Brazil. 

In June 2010, Duke Energy Carolinas Issued $450 million 
prindpal amount of 4.30% first mortgage bonds due June 15, 
2020. Proceeds from the Issuance were used to fund Duke Energy 
Carolinas' ongoing capitel expenditures and for general corporate 
purposes. 

In May 2010, Green Frontier Wind Power, LLC, a subsidiary of • 
DEGS, an Indirect wholly-owned subsidiary of Duke Energy, entered 
into a long-tenn loan agreement for $325 million principal amount 
matoring in 2025. The collateral for this loan isa group of five wind 
terms located In Wyoming, Colorado and Pennsylvania. The initial 
Interest rate on the notes is the six month adjusted LIBOR plus an 
applicable margin, In connection witii this debt Issuance, DEGS 
entered into an Interest rate swap to convert tiie substantial majority 
ofthe loan Interest paymente from a variable rate to a fixed rate of 
approximately 3.4% plus the applicable margin, which was 2,5% as 
of December 30, 2011, Proceeds from the Issuance were used to 
help fond the existing wind portfolio. 

In March 2010, Duke Energy issued $450 million prindpal 
amount of 3.35% senior notes due April 1, 2015. Proceeds from the 
issuance were used to repay $274 million of borrowings under the 
master credit facility and for general corporate purposes. 

Significant Notes Payable and Long- Term Debt Activities — 

2009. ' 

In December 2009, Duke Energy Ohio issued $250 million 

prindpal amount of first mortgage bonds, which carty a fixed interest 

rateof2.10%andmatureJunel5, 2013. Proceedsfrom this 
issuance, together with cash on hand, were used to repay Duke 
Energy Ohio's bori'owing under Duke Energy's master credit fadlity. In 
conjunction with tills 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 Energ/ Carolinas issued $750 
million principal amountoffirst mortgage bonds, which carty a fixed 
Interest rate of 5.30% and matore February 15, 2040. Proceeds 
from this issuance were used to fund capital expenditures and 
general corporate purposes, including the repayment at maturity of 
$500 million of senior notes and first mortgage bonds in the first half 
of 2010. 

In October 2009, Duke Energy Indiana refonded $50 million of 
tax-exempt variable-rate demand bonds through the issuance of $50 
million principal amount of tax-exempt term bonds, which carty a 
fixed Interest rate of 4,95% and mature October 1, 2040. The 
tax-exempt bonds are secured by a series of Duke Energy Indiana's 
first mori^ge bonds. 

In September 2009, Duke Energy Ohio and Duke Energy 
Indiana repaid and Immediately re-borrowed $279 million and $123 
miWlon, respectively, under Duke Energy's master credit facility. 

In September 2009, Duke Energy Carolinas converted $77 
million of tax-exempt variable-rate demand bonds to tax-exempt term 
bonds, whidi 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 Enetgy Carolinas' first 
mortgage bonds. 

In September 2009. Duke Energy Kentucky issued $100 
million of senior debentures, which carry a fixed interest rate of 
4.65% and matore 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 seniornotes, of which $500 million carry a fixed interest 
rate of 3.95% and mature September 15, 2014 and $500 million 
carty a fixed interest rate of 5.05% and mature September 15, 
2019, Proceeds from the issuance were used to redeem commerdai 
paper, to fund capitel expenditores in Duke Energy's unregulated 
businesses in the U,S, and for general corporate purposes. 

In June 2009, Duke Energy Indiana refonded $55 million of 
tax-exempt variable-tate demand bonds through the issuance of $55 
million principal amount of tax-exempt term bonds due August 1, 
2039, which carty 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 March 2009, Duke Energy Ohio issued $450 million 
principal amount of first mortgage bonds, which carry a fixed interest 
rate of 5.45% and mature April 1, 2019. Proceeds from this 
Issuance were used to repay short-term notes and for general 
corporate purposes, including funding capital expenditures. 

In March 2009, Duke Energy Indiana issued $450 million 
prindpal amountoffirst mortgage bonds, which carry a fixed interest 
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rate of 6.45% and mature April 1, 2039, Prxeeds from this 

issuance were used to fund capital expenditures, to replenish cash 

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

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

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

purposes, Induding the repayment of short-term notes. 

In Januaty 2009, Duke Energy Issued $750 million principal 

aniount of 6.30% senior notes due February 1, 2014. Proceeds 

from the issuance were used to redeem commercial paper and for 

general corporate purposes. 

Credit Facilities 

In January 2009, Duke Energy Indiana refunded $271 million 

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

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

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

initial rates of 0,7% reset on a weekly basis wltii $44 million 

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

million maturing December 2039. The remaining $127 million had 

initiai rates of 0.5% reset on a daily basis witii $77 millfon maturing 

December 2039 and $50 million maturing Odober 2040. 

Master Credit Facility Summary as of December 31, 2011 (in millions)'̂ "''' 

Ouke Energy Duke Energy Duke Energy 
Duke Enei^ Carolinas Ohio Indiana Totel 

Facility Slze'« . 
Less: 
Notes Payable and Commercial Paper'* 
Outstanding Letters of Credit 
Tax-Exempt Bonds 

$1,250 $1,250 $ 700 $4,000 

(75) 
(51) 
— 

(300) 
(7) 

(95) 

— 
(27) 
(84) 

(150) 
— 

(Sl) 

(525) 
(35) 

(260) 

Available Capacity $1,124 $ 469 $3,130 

(a) Tills summary only includes Duke Energy's masler credit facility and, acconjin^y, excludes certain demand facilities and committed facilities tfiat are Insignificant In size or wfilch 
generally support veiy specific requirements, wliich primarily include facilities tiiat bacl<stop various oulstanding tax-exempt bonds. These facilities that tMckstop various outstanding 
tax-exempt bonds generally have non-cancelable terms in excess of one year from the balance sheet date, such that the Duke Energy Regslrants have the ability to refinance such 
borrowings oil a long-tenn basis. Accordingly, such borrowings are reflected as Long-term Debt on the Consolidated Balance Sheets of Ihe respective Duke Energy Registrant 

(b> Credit fadlity contains a covenant requiting ttie debt-totolal capitaiiiaticn vatio to not exceed 65% fa each tvairowei. 
(c) Represents the sublimit of each bomwer at December 31, 2011. The Duke Energy Ohio sublimit includes $100 million for Dul<a Energy Kentucky. 
(d) Duke Energy issued $450 million of Commerdai Paper and loaned the proceeds through ttie money pool to Duke Energy Carolinas and Duke Energy Indiana. Tlie balances are classified 

as long-term borrowings wittiin Long-term Debt in Ouke Energy Cardina's and Duke Enei^ Indiana's Consolidated Balance Sheets. Duke Energy issued an additional $75 million of 
Commercial Paper in 2011. The balance is dassified as Notes payable and commercial paper on Duke Enerd's Consolidated Balance Sheets, 

In November 2011, Duke Energy entered into a new $6 billion, 
five-year master credit facility, v\̂ lth $4 billion available at closing and 
the remaining $2 billion available following successful completion of 
the proposed merger with Progress Energy. The Duke Energy 
R^lstrants each have borrowing capacity under the master credit 
facility up to specified subllmlte for each borrower. However, Duke 
Energy has the unilateral ability at any time to increase or decrease 
the borrowing sublimits of each borrower, subject to a maximum 
sublimit for each borrower. See the table above for the borrowing 
sublimits for each ofthe borrowers as of DecemberSl, 2011. The , 
amount available under the master credit facility has been reduced, 
as indicated in the table above, by the use of the master credit facility 
to backstop the issuances of commercial paper, letters of credit and 
certain tax-exempt bonds. 

In April 2010, Duke Energy and Duke Energy Carolinas entered 
Into a $200 million four-year unsecured revolving credit facility, 
which expires In Apnl 2014. Duke Energ/ and Duke Energy 
Carolinas are Co-Borrowers under this facility, with Duke Energy 
having a borrowing sub limit of $100 million and Duke Energy 
Carolinas having no bon-owing sub limit. Upon closing of the facility, 
Duke Energy made an initial borrowing of $75 million for general 
corporate purposes, which is classified as Long-term debt on the 
Consolidate Balance Sheets. 

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 Kentucl^. This 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. In September 
2010, the letter of credit agreement was amended to reduce the size 
to $327 million and extend the maturity date to September 2012. In 
September 2011, the maturity date for the agreement was extended 
to December 2012 and in December 2011,'the maturity date was 
extended to March 2013 and the facility size was reduced to $203 
million. The facility was subsequently terminated in Februaty 2012. 

In Januaiy 2012, Duke Energy Indiana and Duke Energy 
Kentucky collectively entered Into a $156 million two-year bilateral 
letter of credit agreement, under which Duke Energy Indiana and 
Duke Energy Kentucky may request the Issuance of letters of credit 
up to $129 million and $27 million, respectively, on their behalf to 
support vanous series of variable-rate demand bonds. In addition, 
Duke Energy Indiana entered into a $73 million two-year bilateral 
letter of credit facility. These credit facilities 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. In February 
2012, letters of credit were Issued corresponding to the amount of 
the facilities to support various series of tax-exempt bonds at Duke 
Energy Indiana and Duke Energy Kentucky. 

Duke Energy's debt and credit agreements contain various 
financial and other covenants. Failure to meet those covenants 
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Standard 
and 

Poor's 

BBB-l-
A-
A-
A-
A-

Moody's 
Investor 

Service 

Baa2 
A3 

Baal 
Baal 
Baal 

beyond applicable grace periods could result In accelerated due dates 

and/or termination ofthe agreements. As of December 3 1 , 2011, 

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 ofthe agreements 

due to nonpayment, or to the acceleration of other significant 

indebtedness of the borrower or some of its subsidiaries. None of the 

debt or credit agreements contain material adverse change clauses. 

Credit Ratings. 

Duke Energy and certain subsidiaries each hold credit ratings by 
Standard & Poor's (S&P) and Moody's Investors Sen/Ice (Moody's). 
Duke Energy's corporate credit rating and issuer credit rating from S&P 
and Moody's, respectively, asof February 1, 2012 is A-and Baa2, 
respectively. The following table summarizes the Febnjary 1, 2012 
unsecured credit ratings from the rating agencies retained by Duke 
Energy and its principal funding subsidiaries. 

Senior Unsecured Credit Rating Summary as of February 1, 2012 

Duke Energy Corporation 
Duke Er\ergy Carolinas,. LLC 
Duke Energy Ohio, Inc. 
Duke Energy Indiana, Inc, 
Duke Energy Kentucky, Inc. 

Duke Energy's credit ratings are dependent on, among other 
factors, the ability to generate sufficient cash to fund capital and 
Investment expenditures and pay dividends on Its common stock, 
while maintaining the strength of its current balance sheet. If, as a 
result of market conditions or other factors, Duke Energy is unable to 
maintain its current balance sheet strength, or If its earnings and cash 
flow outlook materially deteriorates, Duke Energy's credit ratings could 
be negatively impacted. 

Credit-Related Clauses. 

Duke Energy may be required to repay ceriain debt should the 
credit ratings at Duke Energy Carolinas fall to a certain level at S&P or 
Moody's. Asof December31, 2011, Duke Energy had $2 million of 
senior unsecured notes which mature serially through 2012 that may 
be required to be repaid if Duke Energy Carolinas' senior unsecured 
debt ratings fall below BBB- at S&P or Baa3 at Moody's, and $12 
million of senior unsecured notes which mature serially through 2015 
that may be required to be repaid If Duke Ener^ Carolinas' senior 
unsecured debt ratings fall below BBB at S&P or Baa2 at Moody's. 

Other Financing Matters. 

At December 31, 2011, Duke Energy Carolinas had $400 
million principal amount of 5.625% senior unsecured notes due 
November 2012 classified as Current maturities of long-term debt on 
Duke Energy Carolinas' Consolidated Balance Sheets. At 
December 31 , 2010, these notes were classified as Long-term Debt 
on Duke Energy Carolinas' Consolidated Balance Sheete. Duke 
Energy Carolinas currently anticipates satlstying this obligation with 
proceeds from additional borrowing. 

At December 31, 2011, Ouke Eners' Carolinas had $750 
million principal amount of 6.25% senior unsecured notes due 
Januaty 2012 clasafied as Qtrrent maturities of long-term debt on 
Duke Energy Carolinas'Consolidated Balance Sheets. At DecemberSl, 
2010, these notes were classified as Long-term Debt on Duke Energ/ 
Carolinas' Consalidated Balance Sheets. As noted above, in Januaty • 
2012, Duke Energy Carolinas satisfied friis obligation with proceeds 
from borrowings underthe DecemberSl, 2011 debt Issuance. 

At December 31 , 2011, Duke Energy Ohio had $500 million 
principal amount of 5.70% debentures due September 2012 
classified as Current maturities of long-term debt on Duke Energy 
Ohio's Consolidated Balance Sheets. At December 31 , 2010, these 
notes were classified as Long-term Debt on Duke Energy Ohio's 
Consolidated Balance Sheets. Duke Energy Ohio currently anticipates 
satistying this obligation with proceeds from additional borrowings, 

In April 2011, Duke Energy filed a registration statement (Form 
S-3) with the SEC to sell up to $1 billion variable denomination 
floating rate demand notes, called PremierNotes. The Form S-3 states 
that no more than $500 million of the notes will be outstanding at 
any particular time. The notes are offered on a continuous basis and 
tiear interest at a floating rate per annum determined by the Duke 
Energy PremierNotes Committee, or its designee, on a weekly basis, 
The Interest rate payable on notes held by an investor may vaiy 
based on the principal amount of the investment. The notes have no 
stated maturity date, but may be redeemed In whole or in part by 
Duke Energy at any time. The notes are non-transferable and may be 
redeemed In whole or in part at the Investor's option. Proceeds from 
the sale ofthe notes will be used for general corporate purposes. The 
balance as of December 3 1 , 2011, is $79 million. The notes reflect 
a short-term debt obligation of Duke Energy and are reflected as 
Notes payable on Duke Energy's Consolidated Balance Sheets. 

In September 2010, Duke Energy filed a Fonm S-3 with the SEC. 
Under this Fonn S-3, which is uncapped, Duke Energy, Duke Energy 
Carolinas, Duke Energy Ohio and Duke Energy Indiana may issue debt 
and other securities in the future at amounts, prices and with terms to 
be determined at the time of future offering. The registration statement 
also allows for the Issuance of common stock by Duke Ener^'. 

Duke Energy has paid quarteriy cash dividends for 86 
consecutive years and expecte to continue its policy of paying regular 
cash dividends in the future. There is no assurance as to the amount 
of future dividends because they depend on future earnings, capital 
requirements, financial condition and are subject to the discretion of 
the Board of Directors. 

Dividend and Other Funding Restrictions of Duke Energy 

Subsidiaries. 

As discussed in Note 4 to the Consolidated Financial Statements 
"R^ulatoiy Matters", Duke Energy's wholly-owned public utility 
operating companies have restrictions on the amount of funds that 
can be transferred to Ouke Enei^ via dividend, advance or loan as a 
result of conditions imposed by vanous regulators in conjunction with 
Duke Energy's merger with Cinergy. Additionally, ceri:ain other Duke 
Energy subsidiaries have other restrictions, such as minimum 
working capital and tangible net worth requirements pursuant to debt 
and other agreements that limit the amount of funds that can be 
transferred to Duke Energy. At D©:amber 3 1 , 2011, the amount of 
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restricted net assets of wholly-owned subsidiaries of Duke Energy that 
may not be distributed to Duke Energy In the form of a loan or 
dividend is $8.6 billion. However, Duke Energy does not have any 
legal or other restrictions on paying common stock dividends to 
shareholders out of Its consolidated Retained Earnings account. 
Although these restrictions cap the amount of funding the various 
operating subsidiaries can provide to Duke Energy, management 
does not believe these restrictions will have any significant impact on 
Duke Energy's ability to access cash to meet ite payment of dividends 
on common stock and other future funding obligations, 

Off-Balance Sheet Arrangements 

Duke Energy and certain of Ite subsidiaries enter into guarantee 
arrangemente In the normal course of business to facilitate 
commercial transactions with third parties. These arrangemente 
include performance guarantees, stand-by letters ofcredit, debt 
guarantees, surety bonds and Indemnifications.. 

Most of the guarantee arrangements entered into by Duke 
Energy enhance the credit standing of certain subsidiaries, 
non-consolidated entities or less than wholly-owned entities, enabling 
them to conduct business. As sixh, these guarantee arrangements 
involve elements of performance and credit risk, which are not 
included on the Consolidated Balance Sheete. The possibility of Duke 
Energy, either on Its own or on behalf of Spectra Energy Capital, LLC 
(Spectra Capital) through Indemnification agreemente entered into as 
part of the spin-off of Spectra Energy Corp (Spectra Energy), having to 
honor ite contingencies is largely dependent upon the future 

operations of the subsidiaries, Investees and other third parties, or the 
occurrence of certain future evente. 

Duke Energy performs ongoing assessmente of ite guarantee 
obligations to determine whether any liabilities have been tri^ered as 
a result of potential increased non-performance risk by parties for 
which Duke Energy has issued guarantees. 

See Note 7 to the Consolidated Financial Statemente, 
"Guarantees and Indemnifications," for further details of the 
guarantee arrangemente. 

Issuance of these guarantee arrangemente Is not required for the 
majority ot Duke Energy's operations. Thus, if Duke Energy 
discontinued issuing these guarantees, there would not be a material 
impact to the consolidated resulte of operations, cash flows or 
financial position. 

Other than the guarantee arrangements discussed above and 
normal operating lease arrangemente, Duke Energy does not have 
any material off-balance sheet financing entitles or structures. For 
additional infomiation on these commitments, see Note 5 to the 
Consolidated Financial Statements, "Commitmente and 
Contingencies." 

Contractual Obligations 

Duke Energy enters into contracte that require payment of cash 

at certain specified periods, based on certain specified minimum 

quantities and prices. The following table summarizes Duke Energy's 

contractual cash obligations for each of the periods presented. 

Contractual Obligations as of December 31,2011 

Payments Due By Period 

On millions) Total 

$32,144 
670 
481 

274 
12,900 
3,250 

480 

Less than 1 
year 

(2012) 

$2,853 
60 
81 

76 
3,873 
2,042 

48 

2-3 Years 
(2013 & 

2014) 

$ 5,040 
90 

125 

107 
4,730 

876 
96 

4-5 Years 
(2015 & 

2016) 

$4,244 
81 
73 

26 
2,285 

64 
96 

More than 
5 Years 

(2017 & 
Thereafter) 

$20,007 
439 
202 

65 
2,012 

268 
240 

Long-term debf=> 
Capital leases*! 
Operating leaseâ w 
purchase Obllgationsî f̂  

Firm capacity and transportation payments''̂ ' 
Commodity contracts^' 
Other purchase, maintenance and sen/ice obligations* '̂ 

Other funding obligations™ 

Total contractual cash obligations'fi' $50,199 $9,033 $11,064 $6,869 $23,233 

(a) 

{el 

See Note 6 to the Consolidated Financial Statements, "Debt and Credit Facilities," Amount indudes interest payments over the life of the debt. Interest payments on variable rate debt 
instruments were calculated using interest rates derived from Ihe interpolation of the forecast interest rate curve. In addition, a spread was placed on top of the interest rates to aid in 
capturing the volatility inherent in projecting future interest rates. 
See Note 5 to Hie Consolidated Financial Statements, "Commitments and Contingencies," Amounts in the table above include the interest component of capital leases based on the 
interest rates explicitly stated in the lease agreements. 
Includes flrm capacity payments that provide Dul« Energy with uninterrupted firm access to electricity transmission capaci^, and natural gas transportation contracts. 
Includes contracOial obiigatbns to purchase physical quantities of electricity, coal, nuclear fuel and limeslone. Also, includes contracts that Duke Energy has designated as hedges, 
undesignated contracts and contracts Ihat qualify as normal purchase'normal sale SNPN3). For contracts where the price paid is based on an index, the amount is based on forivatd 
market prices at DecemberSl, 2011. For certain of these amounts, Duke Energy may settle on a net cash basis since Duke Energy has entered into payment netting agreements with 
counterparties that pennit Duke Energy to offset receivables and payables with such counterparties, 
Indudescontractsforsoftware, telephone, data and consulting or advisory services. Amount also Indudes contractual obligations fot engineering, prccurementand construction costs for 
nevj generation plante and nuclear plant lefurtishments, environmental projeds on fossil facilities, major maintenance of certain non-regulated plants, mairrtenance and day lo day 
contract work at certain wind facilities and corrimitments to buy wind and combustion turbines (CTl. Amount excludes certain open purchase orders for services that ate provided on 
demand, for which the timingofthe purchase cannot tie determined. 
Relates to future annual funding obligations to the nuclear decommissioning trust fund (NDTF) (see Note 9 to the Consolidated Financial Statements, "Asset Retirement Obligafons"), 
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(h) 

The table above excludes certain obligations discussed herein related to amounts recorded within Deferred Credits and Other Uabilities on the Consolidated Balance Sheets due to the 
uncertainty of the timing and amount of future cash fiows necessary to settle these t*ligations. The amount of cash flows to be paid to settle the asset retirement obligations is not known 
with certaint/as Duke Energy may use intemal resources or external resources to perform retirement activities. As a result, cash otJigatiorts for asset retirement activities are exduded 
from the table atiove. However, ttievastmajorityof asset retirement obligations will be settled beyond 2014, Asset retirement obligations recognized on the Consolidated Balance Sheets 
total$l,936million3nd the fair value of the NDTF, which will teused to helpfund these obligations, is $2,060 million at December 31, 2011,Thetable above excludes ^^serves for 
litigation, environmental remedlafion, astiestos-related injuries and damages daims and self-insuranceclaims(seeNote5 to the Consolidated Financial Statements, "Commltmenls and 
Contingencies") because Duke Energy is uncertain as to Bie timing of when cash payments will be requited. Additionally, the table alx)ve excludes annual Insurance premiums that are 
necessary to operate the business, induding nuclear insurance (see Note 5 to the Consolidated Financial Statements, "Commitments and ConlingencieE"), funding of pension and other 
post-retirement iKnefit plans [see Note 21 to the Consolidated Finandal Statements, "Employee Benefit Plans") and regulatory liabilities (see Note 4 to the Consolidated Financial 
Statements, "R^ulatOty Matters") because the amount and timing of Ihe cash payments are uncertain. Also excluded are Defetred Income Taxes and Investment Tax Credits recorded on 
the Consolidated Balance Sheets since cash payments for income taxes ate detemiined based primarily on taxable income for each discrete fiscal year. Additionally, amounts related b 
uncertain tax positions are excluded from the table above due to uncertainty of timing of future payments. 
Current liabilities, except for current maturities of long-temi debt, and purchase obligations reflected in the Consolidated Balance Sheets, have been excluded from ttie above table. 

Quantitative and Qualitative Disclosures About Market Risk 

Risk IVIanagement Policies 

The Duke Energy Registrants are exposed to market risks 
associated with commodity prices, credit exposure, interest rates, 
equity prices and foreign currency exchange rates. Management has 
established comprehensive risk management policies to monitor and 
manage these market risks. Duke Energy's Chief Executive Officer 
and Chief Financial Officer are responsible for the overall approval of 
market risk management policies and the del^atlon of approval and 
authorization levels. The Finance and Risk Management Committee 
of the Board of Directors receives periodic updates from the Chief Risk 
Officer and other members of management on market risk positions, 
corporate exposures, credit exposures and overall risk management 
activities. The Chief Risk Officer is responsible for the overall 
governance of managing credit risk and commodity price risk, 
including monitoring exposure limits. 

Commodity Price Risk 

The Duke Energy Registrants are exposed to the impact of 
market fluctuations in the prices of electricity, coal, natural gas and 
other energy-related products marketed and purchased as a result of 
its ownership of energy related assets. The Duke Energy Registrants' 
exposure to these fluctuations is limited by the cost-based regulation 
of its U,S. Franchised Electric and Gas operations as these regulated 
operations are typically allowed to recover certain ofthese costs 
through various cost-recovery clauses, including fuel clauses. While 
there may be a delay In timing between when these costs are 
incurred and when these costs are recovered through rates, changes 
from year to year generally do not have a material Impact on 
operating results ofthese regulated operations. 

Price risk represents the potential risk of loss from adverse 
changes in the market price of electricity or other energy 
commodities. The Duke Energy Registrants' exposure to commodity 
price risk is influenced by a number of factors, including contract 
size, length, market liquidity, location and unique or specific contract 
terms. The Duke Energy Registrants employ established policies and 
procedures to manage the risks associated with these market 
fluctuations, which rnay Include using various commodity derivatives, 
such as swaps, futures, forwards and options. For additional 
Information, see Note 14 to the Consolidated Rnancial Statements, 
"Risk Management, Derivative Instruments and Hedging Activities." 

Validation of a contract's fair value is performed by an Internal 
group separate from the Duke Energy Registrants' deal origination 

areas. While the Duke Energy Registrants use common industty 
practices to develop their valuation techniques, changes In their 
pricing methodologies or the underlying assumptions could result in 
significantly different fair values and Income recognition. 

Hedging Strategies. 

The Duke Energy Registrants closely monitor the risks 
associated with commodity price changes on their future operations 
and, where appropriate, use various commodity instruments such as 
electricity, coal and natural gas forward contracts to mitigate the effect 
of such fluctuations on operations. In addition to optimizing the value 
ofthe non-regulated generation portfolio. Duke Energy's primary use 
of energy commodity derivatives is to hedge the generation portfolio 
against exposure to the prices of power and fuel. 

The majority of derivatives used to manage the Duke Energy 
Registrants commodity price exposure are either not designated as a 
hedge or do not qualify for hedge accounting. These Instruments are 
referred to as undesignated contracts. Mark-to-market changes for 
undesignated contracts entered into by regulated businesses are 
reflected as a regulatoty asset or liability on the Consolidated Balance 
Sheets. Undesignated contracts entered Into by unregulated 
businesses are mart<ed-to-marketeach period, with changes in the 
fair value of the derivative Instnjments reflected In earnings. 

Certain derivatives used to manage the Duke Energy Registrants' 
commodity price exposure are accounted for as either cash flow 
hedges or fair value hedges. To the extent that Instruments accounted 
for as hedges are effective In offsetting the transaction being hedged, 
there is no Impact to the Consolidated Statements of Operations until 
after delivery or settlement occurs. Accordingly, assumptions and 
valuation techniques for these contracts have no impact on reported 
eamings prior to settlement. Several factors influence the effectiveness 
of a hedge contract, including the use of contracts with different 
commodities or unmatched terms and counterparty credit risk. Hedge 
effectiveness is monitored regularly and measured at least quarterly. 

In addition to the hedge contracts described above and recorded 
on the Consolidated Balance Sheets, the Duke Energy Registrants enter 
Into other contracts that qualify for the NPNS exception. When a 
contract meets the criteria to qualify as an NPNS, U.S. Franchised 
Elecfric and Gas and Commercial Power apply such exception. Income 
recc^nition and realization related to NPNS confracts generally coincide 
with the physical delivery of power. For contracts qualifying for the 
NPNS exception, no recc^nition of the contract's fair value in the 
Consolidated Financial Statements is required until settlement of the 
contract as long as the transaction remains probable of occurring. 

68 



PART II 

Generation Portfolio Risks. 

The Duke Energy Registrants are primarily exposed to market 
price fluctuations of wholesale power, natural gas, and coal prices In 
the U.S. Franchised Electric and Gas and Commercial Power 
segments. The Duke Energy Registrants optimize the value of their 
wholesale and non-regulated generation portfolios. The portfolios 
Include generation assets (power and capacity), fuel, and emission 
allowances. Modeled forecasts of future generation output, fuel 
requiremente, and emission allowance requlremente are based on 
fonward power, fuel and emission allowance markets. The 
component pieces of the portfolio are bought and sold based on 
models and forecasts of generation In order to manage the economic 
value of the portfolio In accordance with frie strategies of the business 
unite. For Duke Energ/ Carolinas and Duke Energy Indiana, as well 
as the Kentucky regulated generation owned by Duke Energy Ohio, 
the-generatlon portfolio not utilized to senile retail operations or 
committed load is subject to commodity price fluctuations, although 
the Impact on the Consolidated Statemente of Operations is partially 
offset by mechanisms In these r^ulated jurisdictions that result in the 
sharing of net profite from these activities with retail customers. Duke 
Energy Ohio is subject to wholesale commodity price risks for ite 
non-regulated coal-fired and gas-fired generation portfolio. The 
non-regulated generation portfolio dispatches all of their elecfricity Into 
unregulated markete and receives wholesale energy margins and 
capacity revenues from PJM. Duke Energ/ Ohio has fully hedged Ite 
forecasted coal-fired generation for 2012, Capacity revenues are 
100% contracted in PJM through May 2015. International Energy 
generally hedges Its expected generation using long-term bilateral 
power sales confracte when favorable market conditions exist and it is 
subject to wholesale commodity price risks for electricity not sold 
under such contracte. International Energy dispatches electricity not 
sold under long-term bilateral contracte Into unregulated markete and 
receives wholesale energy margins and capacity revenues from 

national system operators. Derivative contracte executed to manage 

generation portfolio risks for delivety periods beyond 2012 are also 

exposed to changes in fair value due to martlet price fluctuations of 

wholesale power and coal. See "Sensitivity Analysis for Generation 

Portfolio and Derivative Price Risks" below,.for more information 

regarding the effect of changes in commodity prices on the Duke 

Energy Registrante' net income. 

Other Commodity Risks. 

At DecemberSl, 2011, pre-tax income In 2012 was not 

expected to be materially Impacted for exposures to other 

commodities' price changes. 

Sensitivity Analysis for Generation Portfolio and Derivative Price 

Risks 

The table below summarizes the estimated effect of commodity 
price changes on the Duke Eneigy Registrante' pre-tax net Income, 
based on a sensitivity analysis performed asof DecemberSl, 2011 
and December 31 , 2010 for Duke Energy and Duke Energy Ohio. 
Duke Energy Carolinas' and Duke Energy Indiana's forecasted exposure 
to commodity price risk Is not anticipated to have a material adverse 
effect on Ite consolidated resulte of operations in 2012, based on a 
sensitivity analysis peribrmed as of December 31, 2011. The sensitivity 
analysis performed as of December 31 , 2010, related to forecasted 
exposure to commodity price risk during 2011 also Indicated that 
commodity price risk would not have a material adverse effect on Duke 
Energy Carolinas' and Duke Enei^ Indiana's consolidated resulte of 
operations during 2011 and tiie impacte of changing commodity prices 
in ite consolidated resulte of operations for 2011 was insignificant. The 
following commodity price sensitivity calculations consider existing 
hedge positions and estimated production levels, as Indicated In the 
table below, but do not consider other potenti'al effecte friat might result 
fram such changes In commodity prices. 

Summary of Sensitivity Analysis for Generation Portfolio and Derivative Price Risks 

($ in millions) 

Generation Portfolio 
Risks for 2012'^' 

Asof DecemberSl, 

, Sensitivities for derivatives 
beyond 2012*' 

Asof DecemberSl, 

Potential effect on pre-tax net income 
assuming a 10% price change in: 2011 2010 2011 2010 

Duke Energy: 
Forward wholesale power prices (per MWh) 
Forward coal prices (per ton) 
Gas prices (per MMBtu) 
Duke Energy Ohio: 
Forward wholesale power prices (per MWh) 
Forward coal prices (per ton) 
Gas prices (per MMBtu) 

$71 
2 
42 

$69 
2 
42 

$20 
2 
17 

$19 
2 
17 

$24 

$24 

$20 

$20 

(a) Amounts related to forward wholesale prices represent the potential impact of commoflity price changes on forecasted economic generafon v»tiich has not been contracted or hedged. 
Amounts related to forward coal prices and forward gas prices represent the potential impact of commodity price changes on fuel needed to achieve such economic generatbn. Amounts 
exclude the impact of mark-to-market changes on undesignated contracts relating to periods In excess of one year from the respective date, 

(b) Amounts represent sensitivlBes related to derivative contracts executed lo manage generation porifolio risks for periods beyond 2012. Amounts exclude the potential impact of commodity 
price changes on forecasted economic generation and fuel needed to achieve such forecasted generation. 
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Credit Risk 

Credit risk represente the loss that the Duke Energy Registrante 
would incur if a counterparty fails to perform under ite contractual 
obligations, To reduce credit exposure, the Duke Energy R^strante 
seek to enter into netting agreemente with counterparties that permit 
them to offeet receivables and payables with such counterpart^^. The 
Duke Energy R^istrants attempt to further reduce credit risk witii 
certain counterparties by entering into agreemente that enable 
obtaining collateral or tenninating or resetting the terms of 
transactions after specified time periods or upon the occurrence of 
credit-related evente. The Duke Energy Registrante may, at times, use 
credit derivatives or other structures and techniques to provide for 
third-party credit enhancement of their counterparties' obligations. 
The Duke Energy Registrante also obtain cash or letters of credit from 
customers to provide credit support outside of collateral agreemente, 
where appropriate, based on a financial analysis ofthe customer and 
the regulatory or contractual terms and conditions applicable to each 
transaction. See Note 14 to the Consolidated Financial Statemente, 
"Risk Management, Derivative Instrumente and Hedging Activities," 
for additional Information regarding credit risk related to derivative 
insb'umente. 

The Duke Energy Registrante' industry has historically operated 
under negotiated credit lines for physical delivety contracte. The Duke 
Energy Registrants frequently use master collateral agreemente to 
mitigate certain credit exposures. The collateral agreemente provide 
for a counteiparty to post cash or letters of credit to the exposed party 
for exposure in excess of an established threshold. The threshold 
amount represente a negotiated unsecured credit limit for each party 
to the agreement, determined In accordance with the Duke Energy 
Registi'ante' Internal corporate credit practices and standards. 
Collateral agreemente generally also provide that the inability to post 
collateral is sufficient cause to terminate contracte and liquidate all 
positions. 

The Duke Energy Registrante' principal customers for Its electric 
and gas businesses are commodity clearinghouses, regional 
transmission organizations, industrial end-users, mari<eters, 
distribution companies, municipalities, electric cooperatives and 
utilities located throughout the U.S. and Latin America. The Duke 
Energy R^lstrante have concentrations of receivables from such 
entities throughout these regions. These concentrations of customers 
may affect the Duke Energy Registrante' overall credit risk In that risk 
factors can negatively Impact tiie credit quality of the entire sector, 
Where exposed to credit risk, the Duke Energy Registrante analyze 
the counterparties' financial condition prior to entering into en 
agreement, establish credit limite and monitor tiie appropriateness of 
those Ilmlte on an ongoing basis, 

Duke Energy has a third-party insurance policy to cover certain 
losses related to Duke Energy Carolinas' asbestos-related injuries and 
damages above an aggregate self Insured retention of $476 million. 
Duke Energy Carolinas' cumulative paymente began to exceed the 
self Insurance retention on ite insurance policy during the second 
quarter of 2008. Future paymente up to the policy limit will be 
reimbursed hy Duke Energy's tiiird party insurance carrier. The 
insurance policy limit for potential future insurance recoveries for 
Indemniticstlon and medical cost claim paymente is $968 million in 

excess of tiie self Insured retention. Insurance recoveries of $813 
milHon and $850 miliion related to this policy are classified in the 
Consolidated Balance Sheete in Other within Investmente and Other 
Assete and Receivables as of December 31, 2011 and 2010, 
respectively. Duke Energy is not aware of any uncertainties regarding 
tiie legal sufl̂ lciency of insurance claims. Management believes tiie 
insurance recovery asset is probable of recovery as tiie insurance 
carrier continues to have a strong financial strengtii rating. 

The Duke Energy Registrants also have credit risk exposure 
through issuance of perfoimance guarantees, leti:ers of credit and 
surety bonds on behalf of less tiian wholly-owned entities and third 
pariiies. Where the Duke Energy Registrants have issued these 
guarantees, it is possible that the Duke Energy Registrants could be 
required to perform under these guarantee obligations In the event the 
obligor under the guarantee falls to periderm. Where tiie Duke Energy 
Registrante have issued guarantees related to assete or operations 
that have been disposed of via sale, they attempt to secure 
indemnification from the buyer against all future performance 
obligations under tiie guarantees. See Note 7 to the Consolidated 
Financial Statemente, "Guarantees and Indemnifications," for futther 
information on guarantees issued by Duke Energy or ite subsidiaries. 

The Duke Energy Registrants are also subject to credit risk of 
their vendors and suppliers In tiie form of performance risk on 
contracte including, but not limited to, outsourcing arrangemente, 
major construction projecte and commodity purchases. The Duke 
Energy Registrante' credit exposure to such vendors and suppliers 
may take the form of increased coste or project delays in the event of 
non-peri'ormance. 

Based on the Duke Energy Registrante' policies for managing 
credit risk, their exposures and their credit and other reserves, the 
DuKe Eners* Registrante do not currentiy anticipate a materially 
adverse effect on their consolidated financial position or resulte of 
operations as a result of non-performance by any counterpariy. 

RetaiL 

Credit risk associated w i ^ the Duke Energy Registrante' service 
to residential, commercial and industrial customers Is generally 
limited to outetanding accounte receivable, The Duke Energy 
Registrante mitigate this credit risk by requiring customers to provide 
a cash deposit or letter of credit until a satisfactory payment history Is 
established, at which time tiie deposit is typically refunded. Charge-
offe for retail customers have historically been Insignificant to the 
operations of tiie Duke Energy Registi'ante and are typically recovered 
through the retail rates. Management continually monitors customer 
charge-offs and payment patterns to ensure the adequacy of bad debt 
reserves, Duke Energy Ohio and Duke Energy Indiana sell certain of 
their accounte receivable and related collections ttirough CRC, a Duke 
Energy consolidated variable interest entity. Losses on collection are 
first absorbed by the equity of CRC and next by tiie subordinated 
retained intereste held by Duke Energy Ohio, Duke Ener^ Kentucky 
and Duke Energy Indiana. See Note 17 to the Consolidated Financial 
Statemente, "Variable Interest Entities." 

Wholesale Sales. 

To reduce credit exposure related to wholesale sales, the Duke 

Energy Registrante seeks to enter into netting agreemente with 
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counterparties that permit the Duke Energy Registrants to offeet • 
receivables and payables wltii such counterparties. TheDuke Energy 
Registrante attempt to further reduce credit risk with certain 
counterparties by entering into agreemente that enable the Duke 
Energy Registrants to obtain collateral or to terminate or reset the 
terms of transactions after specified time periods or upon the 
occurrence of credit-related evente. 

European Exposures, 

Duke Energy owns a 25% ownership Interest In Ati:ikl, a natural 
gas distributiDr located In Athens, Greece. The cariylng value of Duke 
Energy'sinvestment In Afl:iki was $64 million at DecemberSl, 
2011, and is recorded in Other within Investmente and otiier assets 
in the Consolidated Balance Sheets. Duke Energy also has a $64 
million debt obligation associated with ite investment In Attiki. Duke 
Energy has an agreement to sell ite ownership interest in Attiki. If all 
conditions of this agreement are met, Duke Energy expecte the 
transaction to close In March 2012. At DecemberSl, 2011, Duke 
Energy held $285 million of money market funds and short term 
investments in investment-grade debt securities of issued by financial 
and nonfinancial institutions that are domiciled In Europe or have 
exposures to European sovereign debt This amount is recorded at fair 
value and included In Cash and cash equivalente and Shod-term 
investinent in the Consolidated Balance Sheete. A disorderly default 
by the Greek government or withdrawal of Greece from tiie euro zone 
and financial stress In other European countries could require Duke 
Energy to recognize an Impairment of some or all of these securities. 

Interest Rate Risk 

The Duke Energy Registrante are exposed to risk resulting from 
changes in interest rates as a result of tiieir issuance of variable and 
fixed rate debt and commercial paper. The Duke Energy Registrante 
manage interest rate exposure by limiting variable-rate exposures to a 
percentage of total capitalization and by monitoring the effecte of 
market changes in interest rates. The Duke Energy Registrante also 
enter Into financial derivative instrumente, which may include 
Instnumente such as, but not limited to, interest rate swaps, 
swaptions and U.S. Treasury lock agreemente to manage and 
mitigate interest rate risk exposure. See Notes 1, 6,14, and 15 to the 
Consolidated Financial Statemente, "Summaty of Significant 
Accounting Policies," "Debt and Credit Facilities," "Risk Management, 
Derivative Instrumente and Hedging Activities," and "Fair Value of 
Financial Assete and Liabilities." 

The table below summarizes the potential effect of interest rate 

changes on tiie Duke Energy Registrante' pre-tax net income, based 

on a sensitivity analysis performed as of December 31 , 2011 and 

DecemberSl, 2010. 

Summary of Sensitivity Analysis tor Interest Rate Risks 
($ in rrJIlions) 

Potential Increase (-I-) 
or Decrease (-) In 
Interest 
Expense<3>; 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

Assuming market 
interest rates average 

1 % higher (-I-) or 

Iower(-} in2012 
than in 2011 Asof 

DecemberSl, 2011 

-f/-$4 
+/-$5 
+/-$4 
+/-$9 

. Assuming market 
interest rates average 

1% higher (+) or 
lower (-) In 2011 

than In 2010 As of 
DecemberSl, 2010 

+/-$8 
+/-S2 
+/-$! 
+/-$5 

(a) Amounls presented net of offsetting impacts in interest income. 

These amounte were estimated by considering the Impact of the 
hypothetical interest rates on variable-rate securities outetanding, 
adjusted for interest rate hedges, short-term and long-term 
investmente, cash and cash equivalente outetanding as of 
DecemberSl, 2011 and 2010. The change In interest rate 
sensitivity for the Duke Energy Registrante' is primarily due to 
changes In short-term debt balances and cash balances. If Interest 
rates changed significantly, management would likely take actions to 
manage ite exposure to the change. However, due to the uncertainty 
of the specific actions that would be taken and their possible effecte, 
the sensitivity analysis assumes no changes In the Duke Energy 
Registrante'financial structure. 

I\1arl<etable Securities Price Risk 

Duke Energy 

As described further In Note 16 to the Consolidated Financial 
Statemente, "Investmente in Debt and Equity Securities," Duke 
Energy investe in debt and equity securities as pari: of various 
investment portî ollos to fund certain obligations of the business, The 
vast majority of the investments in equity securiti'es are witiiln tiie 
NDTF and assete ofthe various pension and other post-retirement 
benefit plans. 

71 



PART 

Pension Plan Assets. 

Duke Energy maintains Investmente to help fund the coste of 
providing non-contrlbutoiy defined benefit retirement and other post-
retirement benefit plans. These Investmente are exposed to price 
fluctuations In equity mari<ete and changes in Interest rates, The 
equity securities held in Duke Energy's pension plans are diversified 
to achieve broad mari<et participation and reduce the impact of any 
single Investment, sector or geographic region. Duke Energy has 
established asset allocation targete for ite pension plan holdings, 
which take into consideration tiie investment objectives and tiie risk 
profile with respect to the trust in which the assete are held. These 
target allocations are presented In the table below, 

Tari[et Asset allocation for Pension Plan Assets 

Asset Target Allocation % 

Equity Securities 
Debt Securities 
Other 

56% 
32% 
12% 

A significant decline in tiie value of plan asset holdings could 
require Duke Energy to increase Ite funding of tiie pension plan In 
future periods, which cojld adversely afiect cash flows in tiiose periods. 
Additionally, a decline In the fair value of plan assete, absent additional 
cash contributions to the plan, could increase the amount of pension 
cost requited to be recorded In futijre periods, which could adversely 
affect Duke Energy's resulte of operations in those periods, The 
Subsidiary Registrante' proportionate share of Duke Energy's coste of 
providing non-contributory defined benefit retirement and other post-
retirement t)enefit plans are dependent upon a number of factors, such 
as the rates of rebjm on plan assete, discount rate, tiie rate of increase 
in health care coste and contributions made to the plans. During 2011, 
Duke Energy contributed $200 million to ite qualified pension plan of 
which $33 million was funded by Duke Energy Carolinas, $43 million 
was funded by Duke Energy Ohio and $52 million was fijnded by 
Duke Energy Indiana. Duke Energy intends to contribute $200 million 
to ite qualified pension plan in 2012. See Note 21 to the Consolidated 
Rnancial Statemente, "Employee Benefit Plans," for additional 
information on pension plan assete. 

NDTF. 

As required by tiie NRC and the NCUC, Duke Energy Carolinas 
maintains trust funds to fund the coste of nuclear decommissioning 
(see Note 9 to the Consolidated Financial Statemente, "Asset 
Retirement Obligations"). As of December 31 , 2011, these funds 
were invested primarily In domestic and international equity 
securities, debt securities, fixed-income securities, cash and cash 
equivalente and short-term Investmente. Per the NRC and the NCUC 
requirements, these funds may be used only for activities related to 
nuclear decommissioning. The investments in equity securities are 
exposed to price fluctuations In equity markete. Accounting for 
nuclear decommissioning recognizes that coste are recovered through 
Duke EnergyCarolinas' rates; ttierefore, fiuctuations in equity prices 
do not affect Duke Energy Carolinas' Consolidated Statemente of 
Operations as changes in the fair value of these investments are 
deferred as regulatoty assets or regulatory liabilities pursuant to an 
Order by the NCUC. Earnings or tosses of the fund will ultimately 

Impact tiie amount of coste recovered through Duke Energy Carolinas' 
rates. See Note 9 to the Consolidated Financial Statemente, "Asset 
Retirement Obligations" for additional information regarding nuclear 
decommissioning coste. See Note 16 to the Consolidated Financial 
Statemente, "Investmente in Debt and Equity Securities" for additional 
information regarding NTDF assete. 

Foreign Currency Risk 

Duke Energy is exposed to foreign currency risk from 
investmente in International affiliate businesses owned and operated 
in foreign countries and from certain commodity-related transactions 
within domestic operations that are denominated in foreign 
currencies. To mitigate risks associated with foreign curency 
fluctuations, contracte may be denominated in or indexed to the 
U.S, Dollar/Inflation rates and/or local Inflation rates, or investmente 
may be naturally hedged through debt denominated or Issued In the 
foreign currency. Duke Enei^ may also use foreign currency 
derivatives, where possible, to manage Ite risk related to foreign 
currency fluctuations. To monitor ite currency exchange rate risks, 
Duke Energy uses sensitivity analysis, which measures the Impact of 
devaluation of the foreign currencies to which it has exposure. 

In 2011, Duke Energy's primary foreign currency rate exposure 
was to the Brazilian Real. The table below summarizes the potential 
efl'ect of foreign currency devaluations on Duke Energy's Consolidated 
Statement of Operations and Consolidated Balance Sheete, based on 
a sensitivity analysis perf'ormed asof DecemberSl, 2011 and 
DecemberSl, 2010. 

Summary of Sensitivity Analysis for Foreign Currency R i ^ 
($ in millions) 

Assuming 10% devaluation In the currency 
exchange rates in all exposure currencies 

Asof DecemberSl, Asof DecemberSl, 
2011 2010 

Income Statement Impact?̂  
Balance Sheet Impact"" 

$ (20) 
$(160) 

$ (20) 
$(180) 

(a) Amounts represent the potential annual net pre-tax loss on the translation of local 
currency earnings to ttie Consolidated Statement of Operations in 2012 and 2011, 
respectively, 

{b) Amounts represent ttie pc^ental Impact to the currency translation ttirough the 
cumulative translation adjustment In Accumulated Other Comprehensive Income 
(AOCI) on the Consolidated Balance Sheets, 

Other Issues 

General. 

The Duke Energy Registrante' flxed charges coverage ratios, as 

calculated using SEC guidelines, are included in the table below. 

Years Ended DecemberSl, 

2011 2010 2009 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

3.2 
3.7 
3.4 
2.2 

3,0 
3.6 

3.6 

3.0 
3.5 

2.9 

(a) DukeEnergy Ohio's eamings were insufficient to cover flxed charges tjy $317 million 
in 2010 and $244 million in 2009 due primarily to non-cash goodwill and other asset 
impaiimentchargesof S677 million In 2010 and $727 million in 2009, respectively. 
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Global Climate Change and Other EPA Regulations Under 

Development. 

The EPA publishes an inventory of man-made U.S. greenhouse 
gas (GHG) emissions annually. In 2009, the most recent year 
reported, carbon dioxide (COj), a byproduct of all sources of 
combustion, accounted for approximately 83% of total U.S, GHG 
emissions. The Duke Energy Registrante' GHG emissions consist 
primarily of CO2 and most come from ite fleet of coal-fired power 
plante in the U.S, In 2011, the Duke Energy Registrante' U.S. power 
plante emiUed approximately 91 million tons of CO2. The CO2 
emissions from Duke Energy's International electric operations were 
approximately 2.3 million tons. The Duke Energy Registrants'future 
COj emissions will be influenced by variables including new 
regulations, economic conditions tiiat afl'ect electi'icity demand, and 
the Duke Energy Registi'ante' decisions regarding generation 
technologies deployed to meet customer electi'icity needs. 

The Duke Energy Registrante believe it is highly unlikely that 
legislation mandating reductions in GHG emissions will be passed by 
tiie 112fh Congress which ends at the end of 2012. Beyond 2012 
tiie prospecte for enactinent of any federal legislation mandating 
reductions in GHG emissions is highly unceri:ain, Given the high 
degree of uncertainty surrounding potential future mandatory federal 
GHG emission reduction 1 legislation, management cannot predict If 
or when such legislation might be enacted, what the requiremente of 
any potential legislation might be, or the potential impact it might 
have on the Duke Energy Registrante. Among the outcomes of the 
l?*" Conference ofthe Parties of the United Nations Framework 
Convention on Climate Change was a decision by the pari:lcipating 
countries to adopt a Universal legal agreement no later than 2015 to 
be put Into place by 2020, The conference, which was held in 
Durban, South Africa, again revealed significant differences of opinion 
amongst nations, part:lculariy between developed and developing 
economies, but there was agreement to continue the search for 
common ground. The non-binding pledge to reach agreement by 
2015 was reached only after delegates agreed to extend the 
conference an extra day, The International climate change negotiating 
process is highly unceriiain and management cannot predict what the 
outcome rrilght be or the potential Impact it might have on the DuKe 
Energ/ Registrante. 

On December 7, 2009, the EPA finalized an Endangerment 
Finding for greenhouse gases under the Clean Air Act (CAA). The 
Endangerment Finding did not impose any regulatory requlremente 
on the electric utility industry, but It was a necessaiy prerequisite for 
the EPA to be able to finalize several subsequent GHG rules. A 
subsequent EPA regulation of GHGs from mobile sources Issued in 
2OIO resulted In GHGs being pollutante subject to regulation under 
the CAA, thereby subjecting newly constiucted and modified 
stationary sources to the CAA's Prevention of Significant Deterioration 
(PSD) permlfliing program for increases in GHGs. Without any 
changes, the CAA requlremente would have subjected tens of 
thousands of additional stationary sources of GHG emissions to PSD 
permltt;ing requlremente. To avoid this result, tiie EPA issued the 
Tailoring Rule on Junes, 2010. Under the Tailoring Rule, new 
major stationary sources of GHGs and existing major stationaty 
sources of GHGs that undertake a modification that will result in a net 
GHG emissions Increase of at least 75,000 tons per year are subject 

to GHG perrriitiiing requiremente underthe PSD permitting program. 
All of the Duke Energy Registrante' existing coal-fired generating unite 
and several of its natural gas-fired generating unite are major sources 
of GHG emissions. The PSD permitting program requires sources that 
trigger PSD permitting requiremente for GHGs to periderm a Best 
Available Control Technology (BACT) analysis for GHG emissions to 
determine what, if any, actions must be taken at the source to limit 
ite GHG emissions. In each of tiie states In which the Duke Energy 
Registrante operates major stationary sources of GHG emissions, the 
state Is the permitting authority for the PSD program. This means that 
tiie states will ultimately determine the BACT requlremente that will 
apply in the event a Duke Energy Registrant triggers PSD permitt:lng 
requirements for GHG emissions at any of te new or existing facilities. 

Greenhouse gas PSD permitting requiremente and the application 
of BACT to limit GHG emissions do not apply to any existing source 
that does not undertake a modification resulting In a net GHG 
emissions Increase of at least 75,000 tons per year. While the Duke 
Energy Registrante do not anticipate teking actions that would trigger 
tiie PSD permitting requiremente for GHGs at any of ite existing 
generating facilities or facilities currently under construction. If It were to 
do so, management does not believe tiiat it would have a material 
impact on Uie Duke Energy R^istrante' fijture results of operations. 

Numerous entities have filed peti'tlOns with the D.C, Circuit 
Court of Appeals for review of EPA's Endangerment Finding and 
Tailoring Rule. Management cannot predict the outcome of the 
litigation. Oral ar^umente In the case are scheduled for February 28 
and 29, 2012. A decision in the case is likely in the second or third 
quarter of 2012. On March 2, 2011, the EPA entered Into a 
setiilement agreement requiring it to propose by July 26, 2011, (this 
date was later revised to September 30, 2011) and finalize by 
May 26, 2012, a rule to establish GHG emission standards (New 
Source Performance Standards, or NSPS) for new fossil-fueled electric 
generating unite and existing fossil-fueled electric generafing unite that 
undertake a major modification. The seti:lement agreement also 
required tiie EPA to issue on the same schedule emission guidelines 
for states for tiieir use in developing plans for reducing GHG 
emissions at existing fossil-fueled electric generating unite that do not 
undertake a major modification. Recent developments indicate that 
the EPA will first propose a NSPS nule tiiat covers new and possibly 
modified sources, in early 2012. Underthe NSPS program, the rule 
takes effect upon proposal. There is no indication when the EPA 
might issue proposed emission guidelines for existing sources. The 
outcome of these pending EPA regulatoty actions is uncertain and 
management cannot determine atthis time if they will have a 
material impact on tiie Duke Energy Registrante' future results of 
operations or cash flows. 

The Duke Energy Registrante do not anticipate any of tiie states 
in which it currentiy operates fossil-fueled electric generafing unite to 
take action absent a federal requirement to mandate reductions in . 
GHG emissions from these facilitis. 

The Duke Energy Regisfi'ante are taking actions today that will 
result In reduced GHG emissions over time. These actions will lower 
the Duke Energy R^lstrante' exposure to any future mandatory GHG 
emission reduction requiremente, whethera result of federal 
legislation or EPA regulation. Under any future scenario Involving 
nnandatotv GHG limitations, the Duke Energy Registrante v/ould plan 
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to seek recoveiy of their compliance coste through appropriate 
regulatory mechanisms In the jurisdictions in which It operates. 

The Duke Energy Registrants recognize that certain groups 
associate severe weather evente with climate change, and forecast 
tiie possibility that these weather evente could have a material Impact 
on future resulte of operations should they occur more frequentiy and 
with greater severity. However, tiie uncertain nature of potential 
changes of extreme weather evente (such as increased frequency, 
duration, and severity), the long period of time over which any 
potential changes might take place, and the Inability to predict these 
with any degree of accuracy, make estimating any potential future 
financial risk to the Duke Energy Registrante' operations that may 
result from the physical risks of potential changes In the frequency 
and/or severity of extreme weather evente, whatever the cause or 
causes might be. Impossible. Currently, the Duke Energ/ Registrante 
plan and prepare for extreme weather evente that it experiences from 
time to time, such as ice storms, tornados, hurricanes, severe 
thunderstorms, high winds and droughte. 

The Duke Energy Registrante' past experiences preparing for and 
responding to the impacte of these types of weather-related evente 
would reasonably be expected to help management plan and prepare 
for future severe weather evente to reduce, but not eliminate, the 
operational, economic and financial Impacte ot such evente. For 
example, the Duke Energy Registi'ante routinely take steps to reduce 
the potential impact of severe weather evente on ite electric 
distribution systems. The Duke Energy Registrante' electric generating 
facilities are designed to withstand extreme weather evente witiiout 
significant damage. The Duke Energy Registrante maintain an 
Inventoty of coal and oil on site to mitigate the effecte of any potential 
short-term disruption in ite fuel supply so It can continue to provide ite 
customers with an unintermpted supply of electricity. The Duke 
Energy Registrante have a. program in place to effectively manage the 
impact of future droughte on ite operations. The Duke Energy 
Registrants do not currentiy operate in coastal areas and tiierefore are 
not exposed to tiie efl̂ ecte of potential sea level rise. 

Other EPA Regulations Recently Published and Under 

Development. 

The EPA has issued and is in various stages of developing 
several non-greenhouse gas (non-GHG) environmental regulations 
that will affect the Ouke Energy Registrante. These Include the final 
Cross-State Air Pollution Rule (CSAPR) and the final Mercuty and Air 
Toxics Standards (MATS, previously referred to as the Utility MACT 
Rule) for hazardous air pollutante, as well as proposed regulations for 
cooling water Intake structures under the Qean Water Act 316(b) 
and proposed regulations for coal combustion residuals. As a group, 
these non-GHG environmental regulations will require the Duke 
Energy Registrante to Install additional environmental controls and 
accelerate retirement of some coal-fired unite, While the ultimate 
regulatoty requiremente for the Duke Energy Registrante from the 
group of EPA regulatory actions will not be known until all the rules 
have been finalized, for planning purposes, the Duke Energy 
Registi'ante currently estimate the cost of new control equipment that 
may .need to be installed to comply with tills group of rules could total 
$4.5 billion to $5 billion overthe.next 10 years. The Duke Energy 
Registrante also expect to Incur increased fuel, purchased power, 

operation and maintenance, and other expenses In conjunction with 
the non-GHG EPA regulations. In addition to the planned retiremente 
associated with new generation the Duke Energy Registrante are 
constructing, the Duke Energy R^istrante are planning to retire 
additional coal fired generating capacity that is not economic to bring 
into compliance with tiie EPA's regulations. Beyond 2011, total 
planned and additional retiremente could exceed 3,300 MW of coal-
fired generating capacity (with 1,667 MW required by the end of 
2020 per the Cliffside Settlement Agreement as discussed in Note 5 
to the Consolidated Financial Statement, "Commitmente and 
Contingencies"), Until the final regulatoty requiremente ofthe group 
of EPA regulations are known and can be fully evaluated, the 
potential compliance coste associated with these EPA r^ulatory 
actions are subject to considerable uncertainty. Therefore, the actual 
compliance costs Incurî ed and MW to be retired may be materially 
different from tiiese estimates based on Oie timing and requlremente 
ofthe final EPA regulations. 

For additional information on other Issues related to the Duke 
Energy Registrante, see Note 4 to the Consolidated Financial 
Statements, "Regulatoty Matters" and Note 5 to the Consolidated 
Financial Statemente, "Commitmente and Contingencies." 

New Accounting Standards 

The following new Accounting Standards Updates (ASU) have 
beenissued.buthavenotyetbeenadoptedby DukeEnergy, asof 
DecemberSl, 2011: 

ASC 820 — Fair Value Measurements and Disclosures. In May 
2011, the FASB amended existing requlremente for measuring fair 
value and for disclosing Information about fair value measuremente. 
This revised guidance resulte in a consistent definition of fair value, as 
well as common requirements for measurement and disclosure of fair 
value informafion between U,S, GAAP and International Financial 
Reporting Standards (IFRS). In addition, the amendmente set forth 
enhanced disclosure requiremente with respect to recurring Level 3 
measurements, nonfinancial assete measured or disclosed affair 
value, transfers between levels in the fair value hierarchy, and assete 
and liabilities disclosed but not recorded at fair value. For the Duke 
Energy Registrante, the revised fairvalue measurement guidance Is 
effective on a prospective basis for interim and annual pen'ods 
beginning January 1, 2012. Duke Energy Is currently evaluating the 
potential Impact of the adoption of this revised guidance and Is 
unable to estimate at this time the impact of adoption on Ite 
consolidated resulte of operations, cash flows, orfinancial position. 

ASC 220 —Comprehensive fncome. In June 2011, the FASB 
amended tiie existing requlremente for presenting comprehensive 
income In financial statemente primarily to Increase tiie prominence of 
itemis reported in otiier comprehensive income (OCl) and to facilitate tiie 
convergence of U.S, GAAP and IFRS. Specifically, the revised guidance 
eliminates the option currently provided under existing requiremente to 
present componente of OCl as part of the statement of changes in 
stockholders' equity. Accordingly, all non-owner changes In stockholders' 
equity will be required to be presented eitiier in a single continuous 
statement of comprehensive income or in two separate but consecutive 
financial statemente. For tiie Duke Energ/ Registiante, this revised 
guidance is effective on a reti-ospective basis for interim and annual 
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periods beginning January 1, 2012. Early adoption of tills revised 

guidance is permitted. Duke Energy is currently evaluating ttie revised 

requiremente for presenting comprehensive Income in ite financial 

statemente and is unable to estimate at tills time tiie Impact of adoption 

of this revised guidance on ite consolidated resulte of operations. 

ASC 210 — Balance Sheet 1 n December 2011, tiie FASB 

Issued revised accounting guidance to amend the existing disclosure 

requiremente for cu t t ing financial assete and liabilities to enhance 

current disclosures, as well as to improve comparability of balance 

sheete prepared under U.S. GAAP and IFRS. The revised disclosure 

guidance affecte all companies that have financial Instrumente and 

derivative instruments that are either oflset in Wie balance sheet (I.e., 

presented on a net basis) or subject to an enforceable master neti:ing 
and/or similar arrangement. In addition, the revised guidance requires 
that certain enhanced quantitative and qualitative disclosures be 
made with respect to a company's netting arrangemente and/or righte 
of setofl̂  associated with ite financial instrumente and/or derivative 
Instrumente. For tiie Duke Energy Registrante, .the revised disciosure 
guidance is effective on a retrospective basis for interim and annual 
periods beginning Januaty 1, 2013, Duke Energy is currently 
evaluafing the potential impact of the adoption of this revised 
guidance and is unable to estimate at this time the impact of 
adoption on Ite consolidated results of financial position. 

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

See "Management's Discussion and Analysis of Results of Operations and Financial Condition, Quantitative and Qualitative Disclosures 

About Market Risk." . 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Stockholders of 

Duke Energy Corporation 

Chariotte, North Carolina 

We have audited the accompanying consolidated balance sheete of Duke Energy Corporation and subsidiaries (the "Company") as of 

DecemberSl, 2011 and20l0, and the related consolidated statemente of operations, equity and comprehensive Income, and cash flows for 

each ofthe three years in the period ended DecemberSl, 2011. Our audite also included tiie financlai statement schedules listed In the Index 

at Item 15, We also have audited the Company's Internal control over financial reportingas of December 31,2011, based on the criteria 

established in Internal Control—Integrated Framework issued by tiie CX)mmIttee of Sponsoring Organizations of the Treadway Coriimission. The 

Companys management is responsible for these financial statemente and financlai statement schedules, for maintaining efl'ective Internal control 

over financial reporting, and for ite assessment of the efl'ectlveness of intemal control over financial reporting, included in the accompanying 

Management's Annual Report On Internal Control Over Financial Reporting. Our responsibility is to expreiss an opinion on these financial 

statemente and financial statement schedules and an opinion on the Companys internal control overfinancial reporting based on our audite. 

We conducted our audite in accordance with the standards ofthe Public Company Accounting Oversight Board (United Stetes), Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement and whether effective Internal control over financial reporting was maintained in all material respecte. Our audite of the financial 
statemente included examining, on a test basis, evidence supporting the amounte and disclosures In the financial statemente, assessing the 
accounfing principles used and significant estimates made by management, and evaluating the overall financial statement presentation. Our 
audit of internal control over financial reporting Included obtaining an understanding of Intemal control over financial reporting, assessing the risk 
that a material weakness existe, testing and evaluating the design and operafing effectiveness of Intemal control based on the assessed risk. Our 
audite also Included performing such other procedures as we considered necessaty in tiie circumstances. We believe that our audite provide a 
reasonable basis for our opinions. 

A companys Internal control over finandal reporting is a process designed by, or under the supen/Ision of, tiie companys principal 
executive and principal financial offlcers, or persons performing similar functions, and efiected by tiie companys board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statemente for extemal purposes In accordance with generally accepted accounting principles. A companys intemal conti'ol over financial 
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly 
refiect the transactions and dispositions of the assete of tiie company; (2) provide reasonable assurance that t-ansactlons are recorded as 
necessaty to permit preparation of financial statemente in accordance wltii generally accepted accounting principles and that receipte and 
expenditures of the company are being made only in accordance with autiiorlzations of management and directors of the company; and 
(3) provide reasonable assurance regarding prevention or timely detection of unautiiorized acquisition, use, or disposition of the companys 
assets that could have a material effect on the financial statemente. 

Because of the Inherent limitations of internal control over financial reporting, including the possibility of collusion or Improper 
management override of controls, material mlsstetemente due to error or fraud may not be prevented or detected on a timely basis. Also, 
projections of any evaluation of the effectiveness of the internal control over finandal reporting to future periods are subject to the risk that the 
controls may become inadequate because of changes in conditions, or tiiat the degree of compliance with the policies or procedures may 
deteriorate. 

In our opinion, the consolidated financial statemente referred to above present fairly, in all material respecte, the financial position of Duke 
Energy Corporation and subsidiaries as of December 31, 2011 and 2010, and the resulte of their operations and their cash fiows for each of 
the three years in the period ended December 31 , 2011, in conformity with accounting principles generally accepted In the United States of 
America. Also, in our opinion, such financial statement schedules, when considered In relation to tiie basic consolidated financial statemente 
taken as a whole, present fairly. In all material respecte, the information set forth therein. Also, in our opinion, the Company maintained, in all 
material respects, effective Internal control over financial reportingas of DecemberSl, 2011, based on the criteria established in Internal 
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

/s/ Deloitte &. Touche LLP 

Chariotte, North Carolina 

Februaty 28, 2012 
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PART II 

DUKE ENERGY CORPORATION 

Consolidated Statements of Operations 

(In millions, except per-share amounte) 

Years Ended DecemberSl, 

2011 2010 2009 

Operating Revenues 
Regulated electric 
Non-regulated electric, natural gas, and other 
Regulated natural gas 

$10,589 
3,383 

557 

110,723 '$10,033 
2,930 2,050 

619 . 648 

Total operating revenues 14,529 14,272 12,731 

Operating Expenses 
Fuel used In electric generation and purchased power — regulated 
Fuel used in electric generation and purchased power — non-regulated 
Cost of natural gas and coal sold 
Operation, maintenance and other 
Depreciation and amortization 
Properiy and other taxes 
Goodwill and other impairment charges 

Other Income and Expenses 
Equity in earnings of unconsolidated-affiliates 
Gains (losses) on sales of unconsolidated affiliates 
Other income and expenses, net 

Eamings Per Share — Basic and Diluted 
Income from continuing operations attributable to Duke Energy Corporation common shareholders 

Basic 
Diluted 

Income from discontinued operations attributable to Duke Energy Corporation common shareholders 
Basic 
Diluted 

Net income attributable to Duke Energy Corporation common shareholders 
Basic 
Diluted 

Dividends declared per share 
Weighted-average shares outstanding 

Basic 
Diluted 

3,309 
1,488 

348 
3,770 
1,806 

704 
335 

3,345 
1,199 

381 
3,825 
1,785 

• 702 
725 

1.28 
1.28 

1.28 
1.28 
0.99 

1,332 
1,333 

1.00 
1,00 

1,00 
1.00 
0.97 

1,318 
1,319 

3,246 
765 
433 

3,313 
1,656 

685 
420 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

11,760 

8 

2,777 

11,964 

153 

2,461 

10,518 

36 

2,249 

160 
11 

376 

l ie 
103 
370 

70 
... (21) 

284 

Total other Income and expenses 

Interest Expense 

Income From Continuing Operations Before Income Taxes 
Income Tax Expense from Continuing Operations 

Income From Continuing Operations 
Income From Discontinued Operations, net of tax 

Net Income 
Less: Net Income Attributable to Noncontrolling Interests 

Net Income AttritHJtable to Dul<e Energy Corporation 

547 

859 

2,465 
752 

1,713 
1 

1,714 
8 

$ 1,706 

589 

840 

2,210 
890 

1,320 
3 

1,323 
3 

S 1,320 

333 

751 

1,831 
758 

1,073 
12 

" 1,085 
10 

$ 1,075 

0.82 
0.82 

0.01 
0.01 

0.83 
0.83 
0.94 

1,293 
1,294 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Balance Sheets 
December 3 1 , 

(In millions) 2011 

Total current assets 6,880 

2010 

ASSETS 
Current Assets 
Cash and cash equivalents $ 2,110 $ 1,670 
Shori:-term investments 190 — 
Receivables (net of allowance for doubtful accounts of $35 at December 3 1 , 2011 and $34 at December 3 1 , 2010) 784 764 
Restricted receivables of variable interest entitles (net of allowance for doubtful accounts of $40 at December 3 1 , 2011 and $34 

atD«;ember31,2010) 1,157 1,302 
Inventory 1,588 1,318 
Other 1,0S1 • 1,169 

5,223 

lmi«stments and Other Assets 
Invesiments In equity method unconsolidated affiliates 
Nuclear decommissioning trust funds 
Goodwill 
Intangibles, net 
Notes receivable 
Restricted other assets of variable Interest entitles 
Other 

460 
2,060 
3.849 

363 
62 

135 
2,231 

444 
2,014 
3,858 

467 
42 

139 
2,291 

Total investments and other assets 9,160 9,255 

Property, Plant and Equipment 
Cost 
Cost, variable Interest entities 
Less accumulated depreciation and amortization 

60,537 57,597 
913 942 

18,789 18,195 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
R^ulatory assets 
Other 

Total regulatory assets and deferred debits 

Total Assets 

42,661 

3,672 
153 

3,825 

$62,526 

40,344 

3,135 
133 

3,268 

$59,090 

See Notes to Consolidated Financial Statements 
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PART II 

DUKE ENERGY CORPORATION 

Consolidated Balance Sheets — (Continued) 

DecemberSl, 

(In millions, except per-share amounts) 2011 2010 

LIABILITIES AND EQUITY 
Current Uabilities 
Accounts payable $ 1,433 $ 1,387 
Notes payable and commercial paper 154 — 
Non-recourse notes payable of variable Interest entities 273 216 
Taxes accrued 431 412 
Interest accrued 252 237 
Current maturities of long-term debt 1,894 275 
Other 1,091 1,370 

Total current liabilities 

Long-term Debt 

Non-recourse Long-temi Debt of Variable interest ^it it ies 

5,528 

1 7 J 3 0 

949 

3,897 

16,959 

976 

Deferred Credits and Other Liabltitles 
Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Regulatory liabilities 

Other 

See Notes to consolidated Rnancial Statements 

7,581 
384 
856 

1,936 
2,919 
1,778 

6,978 
359 
944 

1,816 
2,876 
1,632 

Total deferred credits and other liabilities 15,454 14,605 

Commitments and Contingencies 

Equity 
Common Stock, $0,001 par value, 2 billion shares authorized; 1,336 million and 1,329 million shares outstanding at 

December 31,2011 and December 31,2010, respectively 1 1 
Additional paid-in capital 21,132 21,023 
Retained earnings 1,873 1,496 
Accumulated other comprehensive (loss) Income (234) 2 

Total Duke Energy Corporation shareholders' equity 
Noncontrolling interests 

Total equity 

Total Liabilities and Equity 

22,772 
93 

22,865 

$62,526 

22,522 
131 

22,653 

$59,090 
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PART II 

DUKE ENERGY CORPORATION 

Consolidated Statements of Cash Flows 
Years Ended DecemberSl, 

(In millions) 2011 2010 2009 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities 

Depreciation and amortization (Including amortization of nuclear fuel) 
Equity component of AFUDC 
Gains on sales of other assets 
Impairment of goodwill and other long-lived assets 
Deferred income taxes 
Equity in earnings of unconsolidated affiliates 
Contributions to qualified pension plans 
Accrued pension and other post-retirement benefit costs 
(Increase) decrease In 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other assets 
Other liabilities 

$1,714 $ 1,323 $ 1,085 

2,026 
(260) 

(19) 
335 
602 

(160) 
(200) 
104 

(48) 
2 

(247) 
185 

41 
27 

(254) 
12 

(188) 

3,672 

(4,363) 
(50) 
(51) 

(3,194) 
3,063 

U S 
(9) 
9 

22 
21 

1,994 
(234) 
(268) 
738 
741 

(116) 
(400) 
117 

15 
19 

198 
227 

167 
30 
43 

157 
(240) 

4,511 

(4,803) 
(52) 

_ 
(2,166) 
2,261 

406 
(14) 
24 

(75) 
(4) 

1,846 
(153) 

(44) 
449 
941 
(70) 

(800) 
72 

4 
(38) 

(298) 
277 

(80) 
52 
70 

144 
6 

3,463 

(4,296) 
(137) 
(124) 

(3,013) 
2,988 

70 
(93) 
67 
58 

(12) 

Net cash provided by operating activities 

CASH FLOWS FROIVI INVESTING ACTIVITIES 
Capital expenditures 
Investment expenditures 
Acquisitions 
Purchases of available-for-sale securities 
PnDceeds from sales and maturities of avallable-for-sale securities 
Net proceeds from the sales of equity Investments and other assets, and sales of and collections on notes 

receivable 
Purchases of emission allowances 
Sales of emission allowances 
Change in restiicted cash 
Other 

Net cash used in investing activities (4,434) (4,423) (4,492) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the: 

Issuance of long-term debt 
Issuance of common stock related to employee benefit plans 

Payments for the redemption of long-term debt 
Notes payable and commercial paper 
Distilbutions to noncontrolling interests 
Dividends paid 
Other 

Supplemental Disclosures 
Cash paid for Interest, net of amount capitalized 
Cash paid (refunded) for Income taxes 
Significant non-cash transactions: 

Accrued capital expenditures 
Debt associated with the consolidation of variable Interest entities 

2,570 
67 

(278) 
208 
(26) 

(1,329) 
(10) 

2,738 
302 

(1,647) 
(55) 
(10) 

(1,284) 
(4) 

4,409 
519 

(1,533) 
(548) 

(37) 
(1,222) 

(3) 

Net cash provided by financing activities 

Net increase in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

1,202 

440 
1,670 

$2,110 

40 

128 
1,542 

$ 1,670 

1,585 

556 
986 

$ 1,542 

$ 813 
$ 26 

$ 409 

795 $ 689 
64 $ (419) 

361 $ 428 
342 $ — 

See Notes to ConsolJclated Financial Statements 
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PART II 

DUKE ENERGY CORPORATION 

Consolidated Statements of Equity and Comprehensive Income 
Duke Ener^ Corporation Shareholders 

Accumulated Otiier Comprehensive Income (Loss) 

(In millions] 

Common Additional 
Stock Common P3id-in 

Shanes Stock Capital 

Net Gains 
Foreign (Losses) on 

Retained Cunency Gash Fkw 
Eamings Adjustmenls Hedges 

Pension and 
OPEB Related 

Adjiistmenta 
Other to AOCI 

Common 
Stcckholders' Noncontrolling Total 

Equity Interests Equity 

Balance at December 3 1 , 2008 1,272 $ I $20,106 $ 1,607 i (306) $(41) $(2S) $(3511 $20,988 $163 $21,151 

Net income 
Other Comprehensive income (loss) 

Foreign currency translation adjustments 
Net unrealized gain on cash flow hedges"' 
Reclassification into earnings from cash 

fiow hedges'^' 
Pension and OPEB related adjustments to 

AOCitai 
Net actuarial icss '̂̂ t 
Unrealized loss on investments in auction 

rate securitiesMi 
Reclassitication of gair^s on invesiments in 

available-for-sale securities into 
earnings'"' 

Unrealized gain on investmente in 
available-for-sale securities*" 

Total comprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Purchases and other changes in 

noncontrolling interest in subsidiaries''*' 
Common stock dividends 

Other 

1,075 1,075 

32; 
1 

18 

— 

— 

— 

— 

-

(6) 

(5) 

— 

— 

36 
(21) 

-

323 
1 

la 

36 
(21) 

(6) 

(5) 

37 — 546 — 

14 — 
— 0,222) 
(5) — 

1,429 

546 

14 
(1,222) 

(5) 

10 1,( 

18 341 
1 

— 36 
— (21) 

— (6) 

(5) 

28. 1,457 

— 546 

(55) (41) 
— (1,222) 
— (5) 

Balance at December 31 , 2009 1,309 $ 1 $20,561 $ 1,460 $ 17 $(22) $(311 ${336) $21,750 S136 $21,885 

Net income 
Other comprehensive income 

Foreign currency translation ad]ustments 
Pension and OPEB related adjustments to 

AOCIW 
Net unrealized gain on cash flow hedges'^' 
Reclassification into earnings from cash 

flow hedges'"! 
Unrealized gain on investments In auction 

rate securities*"' 
Total comprehensive income 

Common stock issuances, including dividend 
reinvestment and employee benefits 

Common stock dividends 
Changes in noncontrolling interest in 

subsidiaries**^' 

— 1,32Q 

276 
1 — 

3 — 

14 

1.320 

276 
1 

3 

14 

20 362 — 
— (1,284) 

1,694 

352 
(1,284) 

3 

(1) 

1,323 

79 

276 

1 

3 

14 2 1.596 

— 362 
— (1,284) 

(7) (7) 

BalaiKe at December 3 1 , 2010 1,329 $ 1 $21,023 $ 1,496 $ 97 $(18) $(17) $ (60) $22,522 $131 $22,553 

Net income 
Other comprehensive (loss) income 

Foreign currency translation adjustments 
Pension and OPEB related adjustments to 

AOCI'a' 
Net unrealized loss on cash flow hedges'^' 
Reclassification Into earnings from cash 

flow hedges*'" 
Unrealized gain on investments in auction 

rate securitiesi"' 
Reclassification of gains on investments in 

available-for-sale securities into 
earnings'*' 

Unrealized gain on investments in 
availat>le-for-sale securities'" 

Total cornprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Common stock dividends 

Changes in noncontrolling interest in 
subsidiaries"" 

— _ — 1,706 — 

— — — — (142) 

(57) — 

4 — 

8 

- (4) 

(491 

1,706 

(142) 

(49) 
(57) 

8 

(7) 

-

1,714 

(149) 

(49) 
(57) 

— 109 — 
— — (1,329) 

(4) 

4 
1,470 

109 
(1,329) 

— 
$22,772 

— 
— 
1 

— 

(39) 

(4) 

4 
1,471 

109 
(1,329) 

(39) 

$ 93 $22,865 Balance at December 31,2011 1,336 $ 1 $21,132 $ 1,873 $ (45) $(71) $ (9) ${109) 

(a) NetQf$3Hax benefil in 2011, $1 lax expense in 2010, and S l tax expense in 2CC^. 
(b) Net of $1 tax expense in 2011, insignificant taxexpense in 2010 and $10 tax expense in 2009. 
(c) Net of $12 tax benefit In 2009. 
(d) Net of $4 tax expense in 2011, $8 tax expense in 2010 and $4 tax benefit in 2009, 
(e) Net of $2 tax benefit in 2 0 U and $2 tax expense in 2009. 
(f) Net of $3 tax expense In 2011 and $4 taxexpease in 2009, 
(g) Net of $23 tax benefit in 2011, $150 tax expense in 2010 and $16 tax expense In 2009. 

(h) Indudes $26, $10, and $37 In cash distributions to noncontrolling interests in 2011, 2010, and 2009 respectively. 

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

To the Board of Directors of 

Duke EnergyCarolinas, LLC 

Charlotte, North Carolina 

We have audited the accompanying consolidated balance sheets of Duke Energy Carolinas, LLC and subsidiaries (the "Company") as of 

DecemberSl, 2011 and 2010, and the related consolidated statements ofOperations, member's equity and comprehensive Income, and cash 

flows for each of the three years In the period ended DecemberSl, 2011. Our audits also included the financial statement schedule listed in 

the Index at Item 15. These financial statements and financial statement schedule are the responsibility of the Company's management. Our 

responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits. 

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

In our opinion, the consolidated financlai statements referred to above present fairly, in all material respects, the financial position of Duke 
EnergyCarolinas, LLC and subsidiaries at DecemberSl, 2011 and 2010, and the results of Itieir operations and their cash flows for each of 
the three years in the period ended DecemberSl, 2011, in conformity with accounting principles generally accepted in the United States of 
America, Also, in our opinion, such financlai statement schedule, when considered in relation to the basic consolidated financial statements 
taken as a whole, presents fairly in all material respects the Information set forth therein. 

/si Deloitte & Touche LLP 

Charlotte, North Carolina 

February 28, 2012 
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PARTIi 

DUKE ENERGY CAROLINAS, LLC 

Consolidated Statements of Operations 
Years Ended December 31, 

(In millions) _ ^ ^ - ^ 2011 2010 " 2(XJ9 

Operating Revenues-Regulated Electric $6,493 $6,424 $5,495 

Operating Expenses 
Fuel used In electric generation and purchased power 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
Impairment charges 

1,944 
1,904 

814 
340 

12 

1,944 
1,907 

787 
348 

— 

1,597 
1,609 

692 
334 

— 
Total operating expenses 

Gains on Sales of Ofiier Assets and Other, net 

Operating Income 
Other Income and Expenses, net 
Interest Expense 

Income Before Income Taxes 
Income Tax Expense 

Net Income 

5,014 

1 

1,480 
186 
360 

1,306 
472 

S 834 

4,985 

7 

1,445 
212 
352 

1,295 
457 

$ 83S 

4,232 

24 

1,287 
122 
330 

1,079 
377 

702 

See Notes to Consolidated Rnancial Statements 
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PARTII 

DUKE ENERGYCAROLINAS, LLC 

Consolidated Balance Sheets 
December 31, 

(In millions) 2011 2010 

ASSETS 
Current Assets 
Cash and cash equivalents $ 289 $ 153 
Receivables (net of allowance for doubtful accounts of $3 at December 31, 2011 and 2010) 1,187 634 
Restricted receivables of variable interest entities {net of allowance for doubtful accounts of $6 at December 31, 2011 and 

2010) 581 637 
Inventory 917 716 
Other 278 433 

Total current assets 

Investments and Other Assets 
Nuclear decommissioning trust funds 
Other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Less accumulated depreciation and amortization 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
R^Mlatoty assets 
Other 

Total regulatory assets and deferred debits 

Total Assets 

3,252 

2,060 
968 

3,028 

33,000 
11,349 

21,651 

1^94 
71 

1,965 

$29,896 

2,573 

2,014 
1,099 

3,113 

31,191 
11,126 

20,065 

1,576 
61 

1,637 

$27,388 

See Notes to Consolidated Rnancial Statements 
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DUKE ENERGY CAROLINAS, LLC 

Consolidated Balance Sheets - (Continued) 

793 3 
126 
115 

1,178 
398 

; 705 
114 
109 
8 

636 

DecemberSl, 

(in'millions) „ _ _ _ — _ ^ 2011 2010 
LIABILITIES AND MEMBER'S EQUITY 
Current Uabilities 
Accounts payable 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt 
Other _ _ _ _ ^ ^ _ _ _ _ ^ . ^ ^ _ 

Total current liabilities 2,610 1,572 

Long-term Debt '^_ 7,796 7,462 

Non-recourse Long-term Debt of Variable Interest Entitles 300 300 

Deferred Credits and Other Liabilities 
Deferred income taxes 4,555 3,988 
Investment tax credits 233 205 
Accnjed pension and other post-retirement benefits 248 242 
Asset retirement obligations 1,846 1,728 
Regulatoty liabilities 1,928 1,940 
Other • 926 . 1,035 

Total deferred credits and other liabilities 9,736 9,138 

Commitments and Contingencies 
Member's Equity 
Member's Equity 9,473 8,938 
Accumulated other comprehensive loss (19) (22) 

Total member's equity 9,454 8,916 

Total Liabilities and Member's Equity $29,896 $27,388 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CAROLINAS, LLC 

Consolidated Statements of Cash Flows 

(In millions) 

Years Ended December 31, 

2011 2010 2009 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization (including amortization of nuclear fuel) 
Equity ccniiponent of AFUDC 
Gains on sales of other assets and other, net 
Impairment charges 
Deferred income taxes 
Contributions to qualified pension plans 
Accrued pension and other post-retirement benefit costs 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) In 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other assets 
Other liabilities 

$ 834 $ 838 $ 702 

1,020 
(168) 
(1) 
12 

564 
(33) 
32 

(91) 
110 
(177) 
144 

81 
12 

(170) 
(46) 
(249) 

984 
(174) 
(7) 

•456 
(158) 
34 

1 
24 
134 
(55) 

111 
(23) 
4 
19 

(158) 

873 
(125) 
(24) 

600 
(158) 
13 

1 
235 
(183) 
44 

138 
• 3 1 
42 
(34) 

(230) 

Net cash provided by operating activities 1,874 2,030 1,925 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Sales of emission allowances 
Change in restricted cash 
Notes due from affiliate 
Other 

(2,272) 
(2,227) 
2,179 

2 
2 

(584) 
(15) 

(2,280) 
(1,045) 
1,066 

7 
7 

250 
(7) 

(2,236) 
(2,118) 
2,094 

23 
15 

(251) 
(17) 

Net cash used in investing activities (2,915) (2,002) (2,490) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 
Payments for the redemption of long-term debt 
Capital contribution from parent 
Distributions to parent 
Other 

Supplemental Disclosures 
Cash paid for interest, net of amount capitalized 
Cash (refunded) paid for income taxes 
Significant non-cash transactions: 

Accrued capital expenditures 
Aliocation of net pension and other post-retirement assets fnom parent 

1,498 
(7) 

(299) 
(15) 

692 
(607) 

(350) 
(4) 

$ 337 
$ (223) 

$ 209 

342 
59 

181 
146 

904 
(511) 
250 

(7) 

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 

1,177 

136 
153 

S 289 

(269) 

(241) 
394 , 

636 

71 
323 

$ 153 $ 394 

$ 312 
$ (317) 

$ 208 

See Notes to Consolidated Financial Statements 
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PART 

DUKE ENERGY CAROUNAS, LLC 

Consolidated Statements of Member's Equity and Comprehensive Income 
Accumulated Other Comprehensive Income (Loss) 

Net Gains 
(Losses) on 

Member's Cash Flow 
(In millions) Equity Hedges Other Total 

Balance at December 3 1 , 2008 $7,349 $(27) ${6) $7,316 

Net income 
Other Comprehensive income [loss) 

Reclassification Into earnings from cash flow hedges'^* 
Unrealized loss on Investments in auction rate securities'^* 

Total comprehensive income 
Advance forgiveness from parent 
Capital contribution trom parent 

702 

3 
250 

3 — 
(3) 

702 

3 
(3) 

702 
3 

250 

Balance at December 31 ,2009 $8,304 $(24) $(9) $8,271 

Net Income 
Other comprehensive income 

Reclassification into earnings from cash flow hedges'^i 
Unrealized gain on Investments in auction rate securities^ 

Total comprehensive income 
Allocation of net pension and other post-retirement assets from parent 
Distributions to parent 

B38 838 

— 
— 

146 
(350) 

4 
— • 

— 
— 

— 
7 

— 
— 

4 
7 

849 
145 

(350) 

Balance at December 3 1 , 2010 $8,938 $(20) . $(2) $8,916 

Net income 
Qther comprehensive income 

Reclassification into earnings from cash flow hedges'^' 

Total comprehensive income 
Distributions to parent 

834 

(299) 

•834 

— — 837 
- — (299) 

Balance at December 3 1 , 2011 $9,473 $(17) $(2) $9,454 

(a) Net of $2 tax expense in 2011, 2010 and 2009. 
(b) Net of $5 tax expense in 2010 and 33 tax benefit in 2009. 

See Notes to Consolidated Financial Statements 
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PART II 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

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

We have audited the accompanying consolidated balance sheets of Duke Ener^ Ohio, Inc. and subsidiaries (the "Company") as of 

December 31 , 2011 and 2010, and the related consolidated statements of operations, common stockholder's equity and comprehensive 

income, and cashflows for each of the three years in the period ended DecemberSl, 2011. Our audits also included the financial statement 

schedule listed in the Index at Item 15. These financial statements and financial statement schedule are the responsibility of the Company's 

management. Our responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits. 

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

In our opinion, the consolidated financlai statements referred to above present fairly, In all material respects, the financial position of Duke 
Energy Ohio, Inc. and subsidiaries at DecemberSl, 2011 and 2010, and the results of their operations and their cash flov̂ rs for each ofthe 
three years in the period ended DecemberSl, 2011, in conformity with accounting principles generally accepted in the United States of 
America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statements 
taken as a whole, presents fairly in all material respects the information set fori:h therein. 

isl Deloitte & Touche LLP 

Chariotte, Noriti Can l̂ina 

Februaiy 28, 2012 



PARTII 

DUKEENERGYOHIO, INC. 

Consolidated Statements of Operations 
Years Ended DecemberSl, 

(In millions) 2011 2010 2009 

Operating Revenues 
Regulated electric $1,518 $1,823 $2,236 
Non-regulated electric and other 1,105 885 502 
Regulated natural gas - 558 621 650 

Total operating revenues 3,181 3,329 3,388 

Operatir^ Expenses 
Fuel used In electric generation and purchased povjer—regulated 
Fuel used in electric generation and purchased power—non-regulated 
Cost of natural gas sold 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
Goodwill and other impairment charges 

380 
653 
209 
885 
335 
260 

89 

490 
465 
269 
836 
400 
250 
837 

772 
274 
329 
744 
384 
262 
769 

Total operating expenses 

Gdins on Sales of Other Assets and Other, net 

Operating Income (Loss) 
Other Income and Expenses, net 
Interest Expense 

Income (Loss) Before Income Taxes 
Income Tax Expense 

N^ Income (Loss) 

2,811 

5 

375 
19 

104 

290 
96 

$ 194 

3,557 

3 

(225) 
25 

109 

(309) 
132 

$ (441) 

3,534 

12 

• (134) 
11 

117 

(240) 
186 

$ (426) 

See Notes to Consolidated Financial Statements 
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PART 

DUKEENERGYOHIO. INC. 

Consolidated Balance Sheets 
December 31, 

(In millions) 2011 2010 

ASSETS 
Current Assets 
Cash and cash equivalents $ 99 $ 228 
Recemi}}es (net of a}}ovvance for doubtful accounts of S16 at December 31, 2011 

and $18 at December 31,2010) 681 858 
Inventoiy 243 254 
Other 220 141 

Total current assets 1,243 1,491 

Investments and Other Assets 
Goodwill 921 921 
Intangibles, net 143 248 
Other 58 62 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Less accumulated depredation and amortization 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
Regulatoo' assets 
Other 

Totai regulatory assets and deferred debits 

Total Assets 

1,122 

10,632 
2,594 

8,038 

520 
16 

536 

S 10,939 

1,231 

10,259 
2,411 

7,848 

440 
14 

454 

$11,024 

See Notes to Consolidated Financial Statements 
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PART 

DUKEENERGYOHIO, INC. 

Consolidated Balance Sheets — (Continued) 

402 ; 
180 
23 
507 
122 

431 
153 
22 
7 

135 

DecemberSl, 

(In millions, except share and per-share amounts) 2011 2010 

LIABILITIES AND COMMON STOCKHOLDER'S EQUITY ~ ~ ~ ~~~ " ' ~ " ^ ~ ~ 
Current Liabilities 
Accounts payable 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt 

Other . . ^ — ^ 

Total current liabilities 1,234 748 

Long-term Debt 2,048 2,557 

Deferred Credits and Other Liabilities 

Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Regulatory liabilities 
Other 

Total defetred credits and other liabilities 2,490 2,255 

Commitments and Contingencies 
Common Stockholder's Equity 
Comrnon Stock, $8.50 par value, 120,000,000 shares authorized; 89,663,086 shares outstanding at 

DecemberSl, 2011 and DecemberSl, 2010 762 762 
Additional paid-in capital 5,085 5,570 
Retained deficit (652) (846) 
Accumulated other comprehensive loss (28) (22) 

Total common stockholder's equity 5,167 5,464 

Total Liabilities and Common Stockholder's Equity $10,939 $ 11,024 

See Noles to Consolidated Financial Statemenis 

1,853 
8 

147 
27 
273 
182 

1,640 
9 

187 
27 
265 
127 
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PART 

DUKEENERGYOHIO, INC. 

Consolidated Statements of Cash Flows 

(In millions) 

Years Ended December 31, 

2011 2010 2009 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income [loss) 
Adjustments to reconcile net income (loss) to net cash provided by operating activities: 

Depreciation and amortization 
Gains on sales of other assets and other, net 
Impairment of goodwill and other long-lived assets 
Deferred income taxes 
Contributions to qualified pension plans 
Accrued pension and other post-retirement benefit costs 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other assets 
Other liabilities 

$ 194 $C441) $(426) 

338 
{5) 

89 
190 
(48) 
14 

(8) 
108 

11 
(24) 

(32) 
8 

(3) 
(61) 
47 

403 
(3) 

837 
17 

(45) 
• 12 

(18) 
(30) 
15 
71 

(21) 
25 

6 
42 

(15) 

386 
(12) 
769 
102 

(210) 
13 

35 
(77) 
(16) 
69 

8 
18 

(15) 
25 
24 

Net cash provided by operating activities 818 855 593 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Purchases of emission allowances 
Sales of emission allowances 
Notes due from affiliate 
Change in restricted cash 
Other 

(499) 
(6) 
7 

79 
(26) 

(4) 

(446) 
(12) 
13 

(296) 
_ „ 

1 

(433) 
(25) 
37 

(184) 
10 

— 
Net cash used in investing activities (449) (740) (595) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the Issuance of long-term debt 
Payments for the redemption of long-term debt 
Notes payable and commercial paper 
Notes payable to affiliate 
Dividends to parent 
Other 

Supplemental Disclosures 
Cash paid for interest, net of amount capitalized 
Cash (refunded) paid for income taxes 
Significant non-cash transactions: 

Accrued capital expenditures 

— 
(9) 
_ 
— 

(485) 
(4) 

34 
(36) 
(12) 

— 
— 
— 

813 
(103) 
(279) 

(63) 
(S60) 

(6) 

Net cash (used in) provided by financing activities 

Net (decrease) increase In cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

(498) 

(129) 
223 

$ 99 

(14) 

101 
127 

$228 

2 

100 
27 

$ 127 

$100 $ 108 $ 112 
${102) $ 114 $ 2 

$ 43 $ 40 $ 64 

See Notes to Consolidated Financial Statemenis 
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PART 

DUKE ENERGY OHIO, INC. 

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

(In millions) 

Common 
Stock 

Additional 
Paid-in 
Capital 

Retained 
Earnings 
(Deficit) 

Net Gains 
(Losses) on 
Cash Flow 

Hedges 

Pension and 
OPEB Related 

Adjustments 
to AOCI Total 

Balance at December 3 1 , 2008 $762 $5,570 $ 381 $(15) $(28) $6,670 

Net loss 
Other comprehensive income (loss) 

Cash flow hedges'^' 
Pension and OPEB related adjustments to AOCl̂ w 

Total comprehensive loss 
Dividends to Parent 

— (425) 

(360) 

— (426) 

16 
(2) 

15 
(2) 

(412) 
(360) 

Balance at December 3 1 , 2009 $762 $5,570 $(405) $(30) $5,898 

Net loss 
Other comprehensive (loss) income 

Reclassification into earnings from cash flow hedges*^' 
Pension and OPEB related adjustments to AOCI'" 

Total comprehensive loss 

- (441) 

(1) 

(441) 

(1) 

(434) 

Balance at December 3 1 , 2010 $762 $5,570 $(846) $(22) $5,464 

Net income 
Other comprehensive loss 

Pension and OPEB related adjustments to AOCl'i" 

Total comprehensive income 
Dividends to Parent 

194 

(6) 

194 

(6) 

(485) 
188 

(485) 

Balance at December 3 1 , 2011 $762 $5,085 $(652) $(28) $5,167 

(a) Net of $1 tax benefit in 2010 and $3 lax expense in 2009. 
lb) Net of insignificant tax expense in 2011, $4 tax expense in 2010 and $1 taxexpense in 2009. 

See Notes to Consolidated Financial Stalements 
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PARTIi 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 
Duke Energ/ Indiana, Inc. 
Charlotte, North Carolina 

We have audited the accompanying consolidated balance sheets of Duke Energy Indiana, Inc. and subsidiary {the "Company") as of 

December 31, 2011 and 2010, and the related consolidated statements of operations, common stockholder's equity and comprehensive 

income, and cash flows for each of the three years in the period ended DecemberSl, 2011, Our audits also included the financial statement 

schedule listed in the Index at Item 15. These financial statements and financial statement schedule are the responsibility ofthe Company's 

management. Our responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits. 

We conducted our audits In accordance with the standards of the Public Company Accounting Oversight Board (United Slates). Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 

misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its Internal control over financial reporting. 

Our audits Included consideration of intemal control over financial reporting as a basis for designing audit procedures that are appropriate In the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting, 

Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supportingthe amounts and disclosures 

in the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 

overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke 
Energy Indiana, Inc. and subsidiary at DecemberSl, 2011 and 2010, and the results of their operations and their cash flows for each of the 
three years In the period ended DecemberSl, 2011, in conformity with accounting principles generally accepted in the United States of 
America. Also, in our opinion, such financial statenient schedule, when considered in relation to the basic consolidated financial statements 
taken as a whole, presents fairiy in all material respects the information set forth therein. 

/s/ Deloitte & Touche LLP 

Charlotte, Noriih Carolina 
Februaty 28, 2012 
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PARTII 

DUKE ENERGY INDIANA, INC. 

Consolidated Statements of Operations 

Years Ended December 3 1 , 

(In millions) 2011 2010 2009 

Operating Revenues-R^ulated Electric $2,622 $2,520 $2,353 

Operating Expenses 
Fuel used in electric generation and purchased power 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
Impairment charges 

986 
647 
391 
82 

234 

912 
611 
375 

70 
44 

877 
573 
403 

73 
— 

Total operating expenses 

Uosses on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses, net 
interest Expense 

income Before Income Taxes 
Income Tax Expense 

Net Income 

2,340 

— 
282 

97 
137 

242 
74 

$ 168 

2,012 

(2) 

506 

70 
135 

441 
156 

$ 285 

1,926 

(4) 

423 

38 
144 

317 
116 

201 

See Notes to Consolidated Financial Statements 
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PART II 

DUKE ENERGY INDIANA, INC, 

Consolidated Balance Sheets 
DecemberSl, 

(In millions) . 2011 2010 

ASSETS 
Current Assets 
Cash and cash equivalents $ 16 $ 54 
Receivables (net of allowance for doubtful accounts of $1 at DecemberSl, 2011 

and December 31 , 2010) 
Inventoiy 
Other 

198 
330 
135 

395 
267 
121 

Total current assets 

Investments and Other Assets 
Intangibles, net 
Other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Less accumulated depreciation and amortization 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
Regulatory assets 
Other 

Total regulatory assets and deferred debits 

TotalAssets 

679 

50 
113 

163 

11,791 
3,393 

8,398 

798 
24 

822 

$10,062 

837 

64 
125 

190 

11,213 
3,341 

7,872 

710 
22 

732 

$ 9,631 

See Notes to Consolidated Financial Statements 
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PART 

DUKE ENERGY INDIANA, INC. 

Consolidated Balance Sheets — (Continued) 

$ 273 
300 
74 
50 
6 
93 

S 303 

45 
47 
11 
110 

DecemberSl, 

(In millions, except share and per-share amounts) _ 2011 2010 

LIABILITIES AND COMMON STOCKHOLDER'S EQUITY 
Current Liabilities 
Accounts payable 
Notes payable 
Taxes accnjed 
Interest accrued 
Current maturities of long-tenn debt 

Other '- ' -

Total current liabilities 796 516 

Long-term Debt _ _ ^ . ^ ^ ' ' *^^ ^-^^^ 

Deferred Credits and Other Liabilities 
Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Regulatory liabilities 
Other; ' 

Total deferred credits and other liabilities 2,079 2,087 

Comrnitments and Contingencies 
Common Stockholder's Equity 

Common Stock, no par; $0.01 stated value, 60,000,000 shares authorized; 
53.913,701 shares outstanding at December 3 1 , 2011 and December 3 1 , 2010 1 1 

Additional paid-in capital 1,358 1,358 
Retained earnings 2,368 2,200 
Accumulated other comprehensive Income 7 . 8 

Total common stockholder's equity 3,734 3,557 

Total Liabilities and Common Stockholder's Equity $10,062 $9,631 

See Notes to Consolidated Financial Statements 

927 
143 
161 
43 
683 
122 

973 
145 
212 
46 
651 
60 
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PARTII 

DUKE ENERGY INDIANA, INC. 

Consolidated Statements of Cash Flows 

In millions) 

Years Ended DecemberSl, 

2011 2010 2009 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization 
Equity component of AFUDC 
Losses on sales of other assets and other, net 
Impairment charges 
Deterred Income taxes and investment tax credit amortization 
Contributions to qualified pension plans 
Accrued pension and other post-retirement benefit costs 
(Increase) decrease in 

Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other assets 
Other liabilities 

$ 168 $ 285 

395 
(88) 

234 
(63) 
(52) 
23 

88 
(64) 
13 

(9) 
29 
(16) 
47 
(72) 

380 
(56) 
2 
44 
143 
(46) 
23 

(99) 
46 
(14) 

(21) 

17 
4 

(46) 

201 

407 
(29) 
4 

109 
(140) 
23 

31 
(96) 
50 

(19) 
(1) 

(25) 
21 
(24) 

Net cash provided by operating activities 633 662 512 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Purchases of emission allowances 
Sales of emission allowances 
Notes due from affiliate 
Change in restricted cash 
Other 

(1,066) 
t i l) 

8 
(2) 
1 

115 
6 
(4) 

(1,255) 
(24) 
25 
(1) 
3 

(84) 
(6) 
(4) 

(1,029) 
(73) 
84 

(68) 
7 

90 
9 

(12) 

Net cash used In investing activities (953) (1,346) (992) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 
Payments for the redemption of long-term debt 
Notes payable to affiliate 

Supplemental Disclosures 
Cash paid for interest, net of amount capitalized 
Cash paid for income taxes 
Significant non-cash transactions: 

Accrued capital expenditures 

(14) 
300 

571 
(199) 

$ 130 
$ 90 

122 
31 

949 
(728) 

Capital contribution from parent 
Other 

Net cash provided by financing activities 

Net (decrease) increase in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

(4) 

282 

(38) 
54 

$ 16 $ 

350 
(4) 

718 

34 
20 

140 
(5) 

356 

(124) 
144 

54 $ 20 

$ 110 $ 131 

141 

150 

See Notes to Consolidated Financial Statements 



PART 

DUKE ENERGY INDIANA, INC. 

Consolidated Statements of Common Stockholder's Equity and Comprehensive Income 
Accumulated Other Comprehensive Income 

(In millions) 

Balance at December 3 1 , 2008 

(^mmon 
Stock 

Additional 
Paid-in Capital 

Retained 
Eamings 

Net Gains 

(Losses) on 
Cash Flow 

Hedges Totai 

$ 868 $1,714 $11 $2,594 

Net income 
Other comprehensive loss 

Cash flow hedges*^^ 

— 201 

(1) 

201 

(1) 

Total comprehensive Income 
Capital contribution from parent 

Balance at December 31 ,2009 $ 1 

140 

$1,008. 

. 

$1,915 $10 

200 
140 

$2,934 

Net income 
Other comprehensive loss 

Reclassification into earnings from cash flow hedges'^' 

Total comprehensive income 
Capital contribution from parent 

285 

(2) 

285 

(2) 

350 
283 
350 

Balance at December 3 1 , 2010 $ 1 $1,358 $2,200 8 $3,567 

Net income 
Other comprehensive loss 

Reclassification into earnings from cash flow hedges'^' 

Total comprehensive Income 

— 168 168 

(1) 

167 

Balance at December 3 1 , 2011 $1,358 $2,368 $ 7 $3,734 

(a) • Net of $1 tax benefit in 2011, 2010 and 2009. 

See Notes to Consolidated Financial Statements 
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PART 

DUKE ENERGY CORPORATION • DUKE ENERGYCAROLINAS, LLC • DUKE ENERGY OHIO, INC, • DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements For the Years Ended December 31,2011,2010 and 2009 

Index to Combined Notes To Consolidated Financial Statements 

The notes to the consolidated financial statements that follow 

are a combined presentation. The following list indicates the 

registrants to which the footnotes apply: 

Registrant Applicable Notes 

Duke Energy Corporation 1,2,3,4, 5,6,7,8,9, 10, 11, 12, 13, 
14, 15, 16, 17, 18, 19,20, 21,22,23, 
24 

Duke Energy Carolinas, LLC 1,2,3,4,5,6,8,9, 10, 11, 13, 14, 15, 
16, 17, 19, 21,22,23,24 

Duke Energy Ohio, Inc, 1, 2 ,3 ,4 ,5 ,6 .8 ,9 , 10, 11, 12, 13, 14, 
15, 17, 19,21,22,23,24 

Duke Energy Indiana, Inc. 1, 2, 3, 4, 5, 5, 8, 9, 10, 11, 12, 13, 14, 
^ 15,16,17,19,21,22,23,24 

1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

Nature of Operations and Basis of Consolidation. 

Duke Energy Corporation (collectively with Its subsidiaries, Duke 
Energy), is an eneigy company headquartered in Charlotte, North 
Carolina. Duke Energy operates in the United States (U.S.) primarily 
through its direct and indirect wholly-owned subsidiaries, Duke 
Energy Carolinas, LLC (Duke Energy Carolinas), Duke Energy Ohio, 
Inc. (Duke Energy Ohio), which includes Duke Energy Kentucl^, Inc. 
(Duke Energy Kentucky), and Duke Energy Indiana, Inc. (Duke 
Energy Indiana), as well as in Latin America through International 
Energy. When discussing Duke Energy's consolidated financial 
information, it necessarily includes the results of its three separate 
subsidiary r^istrants, Duke Energy Carolinas, Duke Energy Ohio and 
Duke Energy Indiana (collectively referred to as the Subsidiary 
Registrants), which, along with Duke Energy, are collectively referred 
to as the Duke Eneigy Registrants. The information in these 
combined notes relates to each of the Duke Energy Registrants as 
noted In the Index to the Combined Notes. However, none of the 
registrants makes any representation as to information related solely 
to Duke Energy or tiie subsidiaries of Duke Energy other than itself. 
As discussed further in Note 3, Duke Energy operates three reportable 
business segments: U.S, Franchised Electric and Gas, Commercial 
Power and International Energy. 

These Consolidated Financial Statements include, after 
eliminating Intercompany transactions and balances, the accounts of 
the Duke Energy Registrants and all majoritynowned subsidiaries 
where tiie respective Duke Energy R^istrants have conti'ol and those 
variable interest entities (VIEs) where the respective Duke Energy 
Registrants are the primaiy beneficiary. 

Duke Energy's Consolidated Financial Statements reflect Duke 
Energ/ Carolinas' proportionate share of the Catawba Nuclear Station, 
as well as Duke Energy Ohio's proportionate share of certain 
generation and transmission faciliti'es in Ohio, Indiana and Kentucky 
and Duke Energy Indiana's proportionate share of certain generation 
and transmission facilities. 

Duke Energy Carolinas is an electric utility company that 
generates, transmits, distributes and sells electricity in North Carolina 
and South Carolina. Duke Energy (!;arolinas' Consolidated Financial 
Statements reflect its proportionate share of the Catawba Nuclear 
Station. Duke Energy Carolinas is subject to the regulatory provisions of 
the North Carolina Utilities Commission (NCUC), the Public Sen/ice 
Commission of South Carolina (PSCSC), the U.S. Nuclear Regulatory 
Commission (NRC) and the Federal Energy Regulatory Commission 
(FERC). Substantially all of Duke Energy Carolinas' operations are 
regulated and qualify for regulatory accounting treatment. As discussed 
further in Note 3, Duke Energy Carolinas' operations include one 
reportable business segment, Franchised Electric. 

Duke Energy Ohio Is an indirect wholly-owned subsidiary of 
Duke Energy. Duke Energy Ohio is a combination electric and gas 
public utility that provides service In the southwestem portion of Ohio 
and in northem Kentucky through its wholly-owned subsidiary Duke 
Energy Kentucky, as well as electric generation in parts of Ohio, 
Illinois, Indiana and Pennsylvania. Duke Energy Ohio's principal lines 
of business include generation, transmission and distribution of 
electricity, the sale of and/or transportation of natural gas, and energy 
marketing, Duke Energy Kentucl^'s principal lines of business 
include generation, transmission and distribution of electricity, as well 
as the sale of and/or transportation of natural gas. References herein 
to Duke Energy Ohio include Duke Energy Ohio and its subsidiaries. 
Duke Energy Ohio's Consolidated Financial Statements reflect its 
proportionate share of certain generation and transmission facilities In 
Ohio, Indiana and Kentucky. Duke Energy Ohio is subject to the 
regulatory provisions of the Public Utilities Commission of Ohio 
(PUCO), the Kentucky Public Service Commission (KPSC) and the 
FERC. Duke Energ/ Ohio applies regulatory accounting treatment to 
substantially all ofthe operations in its Franchised Electric and Gas 
operating segment. Through November 2011, Duke Energy Ohio 
applied regulatory accounting treatment to certain rate riders 
associated with retail generation of its Commercial Power operating 
segment. See Note 3 for information about business segments. 

Duke Energy Indiana is an indirect wholly-owned subsidiary of 
Duke Energy. Duke Energy Indiana Is an electi'ic utility that provides 
service in north central, central, and southem Indiana. Duke Energy 
Indiana's Consolidated Financial Statements reflect its proportionate 
share of certain generation and transmission facilities. Its primary line 
of business is generation, transmission and distribution of electricity. 
Duke Energy Indiana Is subject to the regulatory provisions of tiie 
Indiana Utility Regulatory Commission (IURC) and the FERC. The 
substantial majority of Duke Energy Indiana's operations are regulated 
and qualily for regulatoo' accounting treatiment. As discussed further 
in Note 3, Duke Energy Indiana's operations Include one reportable 
business segment, Franchised Electric. 

Use of Estimates. 

To conform to generally accepted accounting principles (GAAP) 
in the U.S., management makes estimates and assumptions tiiat 
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affect the amounts reported in the Consolidated Financial Statements 
and Notes. Altiiough these estimates are based on management's 
best available informatton at the time, actual results could differ. 

Cost-Based R^ulation. 

The Duke Energy Registrants account for tiieir regulated 
operations in accordance with applicable regulatory accounting 
guidance. The economic effects of regulation can result In a regulated 
company recording assets for costs that have been or are expected to 
be approved for recovery from customers in a future period or 
recording liabilities for amounts that are expected to be returned to 
customers In the rate-setting process in a period different from tiie 
period in which the amounts woiild be recorded by an unregulated 
enterprise. Accordingly, the Duke Energy R^istrants record assets 
and liabilities that result from the regulated ratemaking process that 
would not be recorded under GAAP for non-r^ulated entities. 
Regulatory assets and liabilities are amortized consistent with the 
treatinent of the related cost in the ratemaking process. Management 
continually assesses whether regulatory assets are probable of future 
recovery by considering factors such as applicable regulatory 
changes, recent rate orders applicable to other regulated entities and 
the status of any pending or potential der^ulation legislation. 
Additionally, management continually assesses whether any 
regulatory liabilities have been incurred. Based on tills continual 
assessment, management believes the existing regulatory assets are 
probable of recovery and tiiat no r^ulatory liabilities, other than those 
recorded, have been incurred. These regulatory assets and liabilities 
are primarily classified in the Consolidated Balance Sheets as 
Regulatory Assets and Other Current Assets and Regulatory Uabilities 
and Other Current Uabilities, respectively. The Duke Energy 
Registrants periodically evaluate the applicability of regulatory 
accounting treatment by considering factors such as regulatory 
changes and the impact of competition. If cost-based regulation ends 
or competition increases, the Duke Energy Registrants may have to 
reduce their asset balances to reflect a market basis less tiian cost 
and write-off the associated regulatory assets and liabilities. If it 
becomes probable that part: of the cost of a plant under constnjction 
or a recently completed plant will be disallowed for ratemaking 
purposes and a reasonable estimate of the amount of the 
disallowance can be made, that amount Is recognized as a loss. For 
further information see Note 4.. 

In November 2011, In conjunction with the PUCO's approval of 
its new ESP, Duke Energy Ohio ceased applying regulatory 
accounting treatiment to generation operations within its Commercial 
Power segment. As of December 31 , 2011, no portion of Duke 
Energy Ohio's Commercial Power segment applies regulatoty 
accounting treatment For additional information regarding Duke 
Energy Ohio's ESP see Note 4. 

Ener^ Purchases, Fuel Costs and Fuel Cost Deferrals. 

The Duke Energy Registrants utilize cost tracking mechanisms 
(commonly referred to as a fuel adjustment clause) to recover retail, 
and wholesale in some jurisdictions, portions of fuel and purchased 
power. The Duke Energy Registrants defer the related costs through 
Fuel used in electi-ic generation and purchased power — regulated 
on the Consolidated Statement of Operations, unless a regulatory 
requirement exists for deferral tiirough Regulated electric revenues. 

Fuel expense includes fuel costs or other recoveries that are 
deferred through fuel clauses established by Duke Energy Carolinas' 
regulators. These clauses allow Duke Energy Carolinas to recover fuel 
costs, fuel-related costs and portions of purchased power costs 
through surcharges on customer rates. Duke Energy Carolinas records 
any under-recovery or over-recovery resulting from the differences 
between estimated and actual costs as a regulatory asset or r^ulatoiy 
liability until it Is billed or refunded to its customers, at which point It 
is adjusted through revenues. As discussed In Note 4, beginning 
January 1, 2012, Duke Energy Ohio pnxures energy for its retail 
customers through a third-party auction, and thus its generation 
assets are no longer dedicated to retail customers. Purchases of 
energy through tiie auction process will be a pass-through of costs for 
Duke Energy Ohio, with no affect on earnings. Duke Energy Ohio's 
generation assets, subsequent to December 31 , 2011, will no longer 
recover its energy purchases and fuel costs from regulated customers. 

Duke Energy Indiana utilizes a cost tracking recovery 
mechanism that recovers retail and a port:ion of its wholesale fuel 
costs from customers. Indiana law limits the amount of fuel costs that 
Duke Energy Indiana can recover to an amount that will not result in 
earning a return In excess of that allowed bythe IURC. The fuel 
adjustment clause is calculated based on the estimated cost of fuel in 
the next three-month period, and is trued up after achjal costs are 
known. Duke Energy Indiana records any under-recovery or over-
recovery resulting from the differences between estimated and actual 
costs as a regulatory asset or regulatory liability until It Is billed or 
refunded to its customers, at which point it is adjusted through fuel 
expense. 

In addition to tiie fuel adjustment clause, Duke Energy Indiana 
utilizes a purchased power ti'acking mechanism approved by tiie 
IURC for the recovery of costs related to certain specified purchases of 
power necessary to meet native load peak demand requirements to 
the extent such costs are not recovered through the existing fuel 
adjustment clause. 

Cash and Cash Equivalents. 

All highly liquid investments with maturities of three months or 

less at the date of acquisition are considered cash equivalents. 

Restricted Cash. 

The Duke Energy Registrants have restricted cash related 

primarily to collateral assets, escrow deposits, and resti-icted cash of 
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VIEs. Restricted cash balances are reflected within both Other within 

Current Assets and Other within Investments and Otiier Assets on the 

Consolidated Balance Sheets. 

DecemberSl, 

(In millions) 2011 2010 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

$104 

30 

$126 
2 
4 
6 

Inventory. Inventory Is comprised of amounts presented in the 
tables below and is recorded primarily using the average cost 
method. Inventory related to the Duke Energy Registi'ants' regulated 
operati'ons is valued at historical cost consistent with ratemaking 
treatment Materials and supplies are recorded as inventory when 
purchased and subsequently charged to expense or capitalized to 
plant when installed. Inventory related to the Duke Energy 
Registrants' non-regulated operations is valued at tiie lower of cost or 
market. 

Components of Inventorv 

December 31,2011 

(in millions) 
Duke Duke Energy Duke Energy Duke Energy 

Energy Canolinas Ohio Indiana 

Materials and supplies $ 873 $505 $150 $134 
Coal held for electric 

generation 712 412 90 196 
Natural gas 3 — 3 — 

Total Inventory $1,588 $917 $243 $330 

(in millions) 
Duke 

Energy 

December31,2010 

Duke Energy Duke Energy Duke Energ/ 
Carolinas Ohio Indiana 

Materials and supplies $ 734 $476 $106 $ 78 
Coal held for electric 

generation 528 240 92 189 
Natural gas 56 — 55 — 

Total Inventory $1,318 $716 $254 $267 

Effective November 1, 2011, Duke Energy Ohio executed an 
agreement with a third party to transfer titie of natural gas inventory 
purchased by Duke Energy Ohio to the third party. Under the 
agreements, the gas inventory was stored and managed for Duke 
Energy Ohio and was delivered on demand. As a result of the 
agreements, the combined natural gas inventory of approximately 
$50 million being held by a third party asof DecemberSl, 2011, 
was classified as Other within Current Assets on tiie Consolidated 
Baiance Sheets. 

Investments in Debt and Equity Securities. 

The Duke Energy Registrants classify investments into two 
cat^ories — trading and available-for-sale. Trading securities are 

reported at fair value in the Consolidated Balance Sheets with net 
realized and unrealized gains and losses included In earnings each 
period. Available-for-sale securities are also reported at fair value on 
the Consolidated Balance Sheets with unrealized gains and losses 
included in Accumulated Other Comprehensive Income (AOCI) or a 
regulatory asset or liability, unless it Is determined that the carrying 
value of an investment is other-than-temporarily impaired. Other-
than-temporary impairments related to equity securities and the credit 
loss portion of debt securities are included in earnings, unless 
deferred in accordance with regulatory accounting treatment. 
Investments in debt and equity securities are classified as either short-
term investments or long-term investments based on"management's . 
intent and ability to sell these securities, taking into consideration 
Illiquidity factors In the current markets with respect to certain 
Investments that have historically provided for a high degree of 
liquidity, such as Investments in auction rate debt securities. 

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

Goodwill. 

Duke Energy and Duke Energy Ohio peri'orm an annual goodwill 
impairment test as of August 31 each year and updates the test 
between annual tests if events or circumstances occur that would 
more likely than not reduce tiie fair value of a reporting unit below its 
carrying value. Duke Energy and Duke Energy Ohio perform the 
annual review for goodwill impairment at the reporting unit level, 
which Duke Energy has detemiined to be an operating segment or 
one level below and Duke Energy Ohio has determined to be an 
operating segment. 

The annual goodwill impainnent test has historically required a 
two step process. However in 2011 Duke Energy and Duke Energy 
Ohio adopted revised accounting guidance, which allows an entl^ to 
first assess qualitative factî rs to determine whether it is necessary to 
perform the two step goodwill impairment test. As discussed in "New 
Accounting Standards" below, Duke Energy and Duke Energy Ohio 
utilized the qualitative factors for the annual goodwill impairment test 
in 2011-, and concluded that it was more likely than not the fair value 
of each reporting unit exceeded its carrying value. Thus, the two step 
goodwill impairmenttestwas not necessary in 2011. 

For 2010 and 2009, Duke Energy and Duke Energy Ohio 
tested goodwill for potential impairment utilizing the two step process. 
Step one ofthe impairment test involves comparing the estimated fair 
values of reporting units with their aggregate carrying values, 
including goodwill. If the carrying amount of a reporting unit exceeds 
the reporting unit's fair value, step two must be pertdrmed'to 
determine the amount, if any, ofthe goodwill impairment loss, Ifthe 
carrying amount is less than fair value, further testing of goodwill 
impaimient is not performed. For purposes of the step one analyses, 
determination of a reporting unit's fair value is typically based on a 
combination of the income approach, which estimates tiie fair value 
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of reporting units based on discounted future cash flows, and the 
market approach, which estimates the fair value of a reporting unit 
based on market comparables within the utility and energy industries. 

Step two of the goodwill impairment test Involves comparing the 
implied fair value of the reporting unit's goodwill against the carrying 
value of the goodwill. Under step two, determining the implied fair 
value of goodwill requires the valuation ofa reporting unit's 
identifiable tangible and intangible assets and liabilities as ifthe 
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 tiie implied 
fairvalue of goodwill upon the completion of step two. See Note 12 
for further information. 

Long-Lived Asset Impairments. 

The Duke Energ/ Registrants evaluate whether long-lived assets, 
excluding goodwill, have been impaired when circumstances indicate 
the carrying value of those assets may not be recoverable. For such 
long-lived assets, an impairment exists when its carrying value 
exceeds the sum of estimates of the undiscounted cashflows 
expected to result from the use and eventual disposition of tiie asset. 
When alternative courses of action to recover tiie carrying amount of 
a long-lived asset are under consideration, a probabili^-welghted 
approach is used for developing estimates of future undiscounted 
cash flows. If the carrying value of the long-lived asset is not 
recoverable based on these estimated future undiscounted cash 
flows, the impairment loss is measured as the excess ofthe carrying 
value of the asset over its fair value, such tiiat the asset's carrying 
value is adjusted to its estimated fair value. 

IVIanagement assesses the fair value of long-lived assets using 
commonly accepted techniques, and may use more than one source. 
Sources to detennine fair value include, but are not limited to, recent 
third pariy comparable sales, internally developed discounted cash 
flow analysis and analysis from outside advisors. Significant changes 
in market conditions resulting from events such as, among otiiers, 
changes in commodiV prices or the condition of an asset or a 
change in management's intent to utilize the asset are generally 
viewed by management as triggering evente to re-assess the cash 
flows related to the long-lived assete. 

See Note 12 for furtlier information. 

Property, Plant and Equiiwnent. 

Property, plant and equipment are stated at the lower of 
historical cost less accumulated depreciation or fair value. If Impaired. 
The Duke Energy R^isti'ants capitalize all construction-related direct 
labor and material coste, as well as indirect construction coste. 
Indirect coste include general engineering, taxes and the cost of funds 
used during construction (see "Allowance for Funds Used During 

Construction (AFUDC) and Interest Capitalized," discussed below). 
The cost of renewals and betterments tiiat extend the useful life of 
properti/, piant and equipment are also capitalized. The cost of 
repairs, replacemente and major maintenance projects, which do not 
extend the useful life or increase tiie expected output of the asset, are 
expensed as incurred. Depreciation is generally computed over the 
estimated useful life ofthe asset using the composite straight-line 
metiiod. For regulated operations, depreciation studies are conducted 
periodically to update the composite rates and are approved by the 
various state commissions. The composite weighted-average 
depreciation rates for each ofthe Duke Energy Registrants were: 

DecemberSl, 

2011 2010 2009 

Duke Enet^^' 
Duke Energy Carolinas'̂ ' 
Duke Energy Ohio 
Duke Energy Indiana 

3.2% 
2.6% 
3.5% 
3.4% 

3.2% 3.3% 
2.7% 2.0% 
4.1% 3.8% 
3.5% 4.2% 

(a', Excludes nuclearfuel. 

When the Duke Energy Registrants retire tiieir regulated 
property, plant and equipment, it charges the original cost plus the 
cost of retirement, less salvage value, to accumulated depreciation, 
consistent with regulated rate making practices, if the retirement is 
considered a normal retirement. When it (i) sells entire r^ulated 
operating unite, (il) retires or sells non-regulated properties, or 
(lii) retires regulated property, plant and equipment and the 
retirement Is not considered normal, the cost is removed fnom the 
property account and tiie related accumulated depreciation and 
amortization accounts are reduced. Any gain or loss is recorded in 
earnings, unless otherwise required by the applicable regulatory body. 

See Note 10 for further information on tiie componente and 
estimated useful lives of Duke Energy's propertyi plant and 
eqi-iipment. 

Nuclear Fuel. 

Amortization of nuclear fuel is included within Fuel Used in 
Electric Generation and Purchased Power-Regulated in tiie 
Consolidated Statemente of Operations, The amortization is recorded 
using the unite-of-production metiiod. 

AFUOC and Interest Capitalized. 

In accordance with applicable regulatory accounting guidance, 
the Duke Energy Registrante record AFUDC, which represente the 
estimiated debt and equiti/ costs of capital funds necessary to finance 
the construction of new regulated facilities. Both the debt and equi^ 
componente of AFUDC are non-cash amounts within the 
Consolidated Statements of Operations. AFUDC is capitalized as a 
component of the cost of Property, Plant and Equipment, with an 
offeetting credit to Other Income and Expenses, net on the 
Consolidated Statemente of Operations for the equity component and 
as an offeet to Interest Expense on the Consolidated Statemente of 
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Operations for the debt componenL After construction Is completed, 
the Duke Energy Registrante are permitted to recover tiiese coste 
through inclusion in the rate base and the corresponding depreciation 
expense or nuclear fuel expense. 

AFUDC equity is recorded in the Consolidated Statemente of 
Operations and is a permanent difference item for income tax 
purposes (i.e., a permanent difference beti//een financial statement 
and income tax reporting), thus reducing tiie Duke Energy 
Registrants' effective tax rate during the construction phase inwhlch 
AFUDC equity is being recorded. The effective tax rate is 
subsequently increased in future periods when the completed 
property, plant and equipment is placed in service and depreciation 
ofthe AFUDC equity commences. See Note 22 for information 
related to the impacts of AFUDC equity on tiie Duke Energ/ 
Registrants' effective tax rate. 

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

Asset Retirement Obligations. 

The Duke Energy Registrants recognize asset retirement 
obligations for legal obligations associated with the retirement of long-
lived assets that result from the acquisition, construction, 
development and/or normal use ofthe asset, and for conditional asset 
retirement obligations. The tenn conditional asset retirement 
obligation refers to a legal obligation to perform an asset retirement 
activity in which the timing and (or) method of settlement are 
conditional on a future event that may or may not be within the 
control of the entity. The obligation to perform the asset retirement 
activity is unconditional even though uncertainty existe about the 
timing and (or) method of settlement. Thus, the timing and (or) 
method of settlement may be conditional on a future event When 
recording an asset retirement obligation, the present value of the 
projected liability is recognized in the period in which it Is incurred, if 
a reasonable estimate of fair value can be made. The present value of 
the liability is added to the carrying amount of the associated asset. 
This additional carrying amount is then depreciated over tiie 
estimated useful life of the asset, 

The present value of the initial obligation and subsequent 
updates are based on discounted cash flows, which include 
estimates regarding the timing of future cash flows, tiie selection of 
discount rates and cost escalation rates, among other factors. These 
underlying assumptions and estimates are made as of a point in time 
and are subject to change. The obligations for nuclear 
decommissioning are based on site-specific cost studies and assume 
prompt dismantlement, which reflecte dismantiing the site after 
operations are ceased. The nuclear decommissioning asset retirement 
obligation also assumes Duke Energy Carolinas will store spent fuel 
on site until such time that it can be transferred to a DOE facility. 

See Note 9 for further information regarding The Duke Energy 
Registrants' asset retirement obligations. 

Revenue Recognition and Unbilled Revenue. 

Revenues on sales of electricify and gas are recognized when 
either the sen/ice Is provided or the product is delivered. Unbilled 
retail revenues are estimated by applying average revenue per 
kilowatt-hour or per thousand cubic feet (Mcf) for all customer classes 
to the number of estimated kilowatt-hours or Mcfs delivered but not 
billed. Unbilled wholesale energy revenues are calculated by applying 
the coritractual rate per megawati:-hour (MWh) to the number of 
estimated MWh delivered but not yet billed. Unbilled wholesale 
demand revenues are calculated by applying the contractual rate per 
megawatt (MW) to the MW, volume delivered .but not yet billed. The 
amount of unbilled revenues can vary significantly from period to,-
period as a result of numerous factors, including seasonality, 
weather, customer usage patterns and.customer mix. 

At DecemberSl, 2011 and 2010, the Duke Energy registrante 
had unbilled revenues within Restricted Receivables of Variable 
Interest Entitles and Receivables on their respective Consolidated 
Balance Sheete as follows: 

DecemberSl, DecemberSl, 
(in millions) 2011 2010 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio'̂ J 
Duke Energy Indiana 

(a) Primariiy relates to wholesale sales within the Commerdai Pcwei SRgrient. 

Additionally, Duke Energy Ohio, including Duke Energy 
Kentucky, and Duke Energy Indiana sell, on a revolving basis, a " 
portion of their retail and Wholesale accounts receivable to CRC. 
These transfers meet sale '̂derecognition criteria and therefore, Duke 
Energy Ohio and Duke Enera^ Indiana,'account for the transfers of 
receivables to CRC as sales, and accordingly the receivables sold are 
not reflected on the Consolidated Balance Sheets of Duke Energy 
Ohio and Duke Energy Indiana. Receivables for unbilled revenues 
related to retail and wholesale accounts receivable at Duke Energy 
Ohio and Duke Energy Indiana included in tiie sales of accounte 
receivable to CRC at DecemberSl, 2011 and 2010 were as follows: 

December 3 1 , December 31 , 
(in millions) 2011 2010 

S112 
125 

$674 
293 
50 
2 

$751 
322 
54 
12 

Ouke Ener^ Ohio 
Duke Energy Indiana 

$ 89 
115 

See Note 17 for additional information. 

Accounting for Risk Management, Hedging Activities and Financial 

Instruments. 

The Duke Energy R^istrante may use a number of different 
derivative and non-derivative instrumente in connection with its 
commodity price, interest rate and foreign currency risk management 
activities, including swaps, futures, fonwards and options. All 
derivative instruments except for those that qualily for the normal 
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purchas&'normal sale (NPNS) exception witiiln ttie accounting 
guidance for derivatives are recorded on tiie Consolidated Balance 
Sheets at their fair value, The effective portion of the change in the 
fair value of derivative instruments designated as cash flow hedges is 
recorded in AOCI. The effective portion of the change in the fair value 
of a fair value hedge is offeet in net income by changes in the hedged 
Item. The Duke Energy Regstrante may designate qualifying 
derivative instruments as either cash flow hedges or fair value 
hedges, while others either have not been designated as hedges or do 
not qualify as a hedge {hereinafter referred to as undesignated 
contracte). 

For all cohti^cts accounted for as a hedge, the Duke Energy 
Registranls prepare formal documentation of tiie hedge In accordance 
witii the accounting guidance for derivatives. In addition, at inception 
and at least every three months thereafter, the Duke Energy 
Registrante fomally assess whether ttie hedge contract is highly 
effective in offeetting changes in cash flows or fair values of hedged 
items. The Duke Energy Registrante document hedging activity by 
transaction type (futures/swaps) and risk management strategy 
(comnnodity price risk/interest rate risk), 

See Note 14 for additional information and disclosures r^arding 
risk management activities and derivative transacti'ons and balances. 

Captive Insurance Reserves. 

Duke Energy has captive insurance subsidiaries which provide 
coverage, on an Indemniti/ basis, to Duke Energy entities as well as 
certain third parties, on a limited basis, for various business risks and 
losses, such as property, business interruption, workers' 
compensation and general liability. Liabilities include provisions for 
estimated losses Incurred but not yet reported (IBNR), as well as 
provisions for known claims which have been estimated on a claims-
incurred basis. IBNR reserve estimates involve the use of 
assumptions and are primarily based upon historical loss experience, 
industiy data and other actuarial assumptions. Reserve estimates are 
adjusted in future periods as actua! losses differ from historical 
experience. 

Duke Energy, through Its captive insurance entities, also has 
reinsurance coverage witii third parties, which provides 
reimbursement for certain losses above a per occurrence and/or 
aggregate retention. Duke Energy recognizes a reinsurance receivable 
for recovery of incurred losses under ite captive's reinsurance 
coverage once realization of the receivable Is deemed probable. 

Unamortized Debt Premium, Discount and Bqiense. 

Premiums, discounte and expenses incurred with the issuance 
of outstanding long-term debt are amortized over tiie terms of the 
debt issues. Any call premiums or unamortized expenses associated 
witii refinancing higier-cost debt obligations to finance regulated 
assets and operations are amortized consistent with regulatory 
treatment of those items, where appropriate. The amortization 
expense is recorded as a component of interest expense in the 

Consolidated Statemente of Operations and is reflected as 
Depreciation and amortization within Net cash provided by operating 
activities on the Consolidated Statemente of Cash Flows. 

Uss Contingencies and Environmental Liabilities. 

The Duke Energy Registrante are involved in certain legal and 
environmental matters that arise in the normal course of business. 
Contingent losses are recorded when it Is determined that it is 
probable tiiat a loss has occurred and tiie amount of the loss can be 
reasonably estimated. When a range of the probable loss existe and 
no amount wltiiin tiie range is a betier estimate tiian any other 
amount, the Duke Energy Registrante record a loss contingency at the 
minimum amount in the range, Unless otiierwise required by GAAP, 
legal fees are expensed as incun-ed. 

Environmental liabilities are recorded on an undiscounted basis 
when tiie necessity for environmental remediation becomes probable 
and the coste can te reasonably estimated, or when other potential 
environmental liabilities are reasonably estimable and probable. The 
Duke Energy R^isti-ante expense environmental expendihjres related 
to conditions caused by past operations that do not generate current 
or future revenues. Certain environmental expenses receive regulatory 
accounting fl-eabnent, under which tiie expenses are recorded as 
regulatory assete. Environmental expenditijres related to operations 
that generate current or future revenues are expensed or capitalized, 
as appropriate. 

See Note 5 for further information. 

Pension and Other Post-Retirement Benefit Plans. 

Duke Energy maintains qualified, non-qualified and other post-
retirement benefit plans. Duke Energy Carolinas, Duke Energy Ohio 
and Duke Energy Indiana employees participate In Duke Energy's 
qualified, non-qualified and other post-retirement benefit plans and 
are allocated their proportionate share of benefit coste by Duke 
Energy. See Note 21 for information related to Duke Energy's benefit 
plans, including certain accounting policies associated with these 
plans. 

Severance and Special Termination Benefits. 

Duke Energy has an ongoing severance plan under which, in 
general, ttie longer a terminated employee worked prior to temiination 
the greater the amount of severance benefits, Duke Energy records a 
liabili^ for involuntary severance once an involuntary severance plan 
is committed to by management, or sooner, if involuntary severances 
are probable and the related severance benefite can be reasonably 
estimated. For involuntary severance benefits tiiat are incremental to 
ite ongoing severance plan benefite, Duke Energy measures the 
obligation and records the expense at its fair value at the 
communication date if tiiere are no future sen/ice requirements, or, if 
future sen/Ice is required to receive tiie termination benefit, ratably 
over the service period. From time to time, Duke Energy offers special 
termination benefits under voluntary severance programs. Special 
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termination benefits are measured upon employee acceptance and 
recorded immediately absent a sigiificant retention period. If a 
significant retention period existe, the cost of the special termination 
benefite are recorded ratably over the remaining service periods of the 
aftected employees. Employee acceptance of voluntary severance 
benefite is determined by management based on tiie facte and 
circumstances of the special termination benefite being offered. See 
Note 19 for further infomation. 

date and continues thn^ughout the requisite service period, or for 
certain share-based awards until the employee becomes retirement 
eligible, if earlier. Share-based awards, including stock options, but 
not perfonnance shares, granted to employees that are already 
retirement eligible are deemed to have vested Immediately upon 
issuance, and therefore, compensation cost for those awards is 
recognized by the date such awards are granted. See Note 20 for 
further information, 

Guarantees. 

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

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

Other Current and Non-Current Liabilities. 

At DecemberSl, 2011 and 2010, $251 million and $248 
million, respectively, of liabilities associated witti vacation accrued are 
included in Other within Current Uabilities in the Consolidated 
Balance Sheets of Duke Enetgy. As of December 31 , 2010, this 
balance exceeded 5% of totai current liabilities. 

At December 31 , 2011 and 2010, $92 million and $89 
million, respectively, of liabilities associated with vacation accnjed 
were included in Ottier Current Uabilities in the Consolidated Balance 
Sheete of Duke Energy Carolinas. At December 3 1 , 2010, this 
balance exceeded 5% of total current liabilities. 

Stock-Based Compensation. 

Stock-based compensation represents-the cost related to stock-
based awards granted to employees. Duke Energy recognizes stock-
based compensation based upon the estimated fair value of the 
awards, net of estimated forfeitures, The recognition period for these 
coste begin at either the applicable service inception date or grant 

Accounting For Purchases and Sales of Dnission Allowances. 

Emission allowances are issued by the Environmental Protection 
Agency (EPA) at zero cost and permit the holder of the allowance to 
emit certain gaseous by-producte of fossil fuel combustion, including 
sulfur dioxide (SOj) and nitrogen oxide (UO )̂. Allowances may also 
be bought and sold via third party transactions. Allowances allocated 
to or acquired by the Duke Energy Registrante are held primarily for 
consumption. The Duke Energy Registrante record emission 
allowances as Intangible Assets on tiieir Consolidated Balance Sheete 
at cost and recognize the allowances in eamings as they are 
consumed or sold. Gains or losses on sales of emission allowances 
by regulated businesses that do not provide for direct recovery 
through a cost tracking mechanism and non-regulated businesses are 
presented in Gains (Losses) on Sales of Other Assete and Other, net, 
in tiie accompanying Consolidated Statemente of Operations. For 
regulated businesses that provide for direct recovery of emission 
allowances, any gain or loss on sales of recoverable emission 
allowances are included in the rate structure of tiie regulated entity 
and are deferred as a regulatory asset or liability. Future rates charged 
to retail customers are impacted by any gain or loss on sales of 
recoverable emission allowances. Purchases and sales of emission 
allowances are presented gross as investing activities on the 
Consolidated Statemente of Cash Flows. See Note 12 for discussion 
r^arding tfie impairment of the carrying value of certain emission 
allowances in 2011 and 2010. 

Income Taxes. 

Duke Energy and its subsidiaries file a consolidated federal 
income tax retijrn and other state and foreign jurisdictional returns as 
required. Deferred income taxes have been provided for temporary 
difterences between the GAAP and tax carrying amounte of assete 
and liabilities. These differences create taxable or tax-deductible 
amounte for future periods. Investment tax credite (ITC) associated 
witii regulated operations are deferred and are amortized as a 
reducti'on of income tax expense over the estimated useful lives of the 
related properties. 

Duke Energy Carolinas, Duke Energy Ohio and Duke Energy 
Indiana entered into a tax sharing agreement witii Duke Energy, 
where the separate return method is used to allocate tax expenses 
and benefite to the subsidiaries whose investmente or resulte of 
operations provide these tax expenses or benefits. The accounting for 
income taxes essentially represente the income taxes that the 
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Subsidiary Registrante would incur if the Subsidiary R^istrante were 
a separate company filing their own federal tax return as a 
C-Corporation. The Duke Energy Registrante record unrecognized tax 
benefits for positions taken or expected to be taken on tax returns, 
including the decision to exclude certain income or transactions from 
a return, when a more-likely-than-not threshold is met for a tax 
position and management believes that the position will be sustained 
upon examination by the taxing authorities. Management evaluates 
each position based solely on the technical merite and facte and 
circumstances of the position, assuming the position will be 
examined by a taxing authority having full knowledge of all relevant 
information. The Duke Energy Registrants record the largest amount 
of tiie unrecognized tax benefit that is greater than 50% likely of 
being realised upon settlement or effective settlement. Management 
considers a tax position effectively settled for the purpose of 
recognizing previously unrecognized tax benefite when the following 
conditions exist: (I) the taxing authority has completed ite examination 
procedures, including all appeals and administrative reviews that the 
taxing authority is required and expected to perform for tiie tax 
positions, (ii) the Duke Energy Registrants do not intend to appeal or 
litigate any aspect of the tax position included in the completed 
examination, and (iii) It Is remote tiiat the taxing authority would 
examine or reexamine any aspect of the tax position. Deferred taxes 
are not provided on translation gains and losses where the Duke, 
Energy Registrante expect earnings of a foreign operation to be 
Indefinitely reinvested. 

The Duke Energy Registrante record, as it relates to taxes, 
interest expense as Interest Expense and interest income and 
penalties in Other Income and Expenses, net, in the Consolidated 
Statements of Operations. 

See Note 22 for further information. 

Accounting for Renewable Energy Tax Credits and Grants Under 

the American Recovery and Reinvestment Act of 2009. 

In 2009, The American Recovery and Reinvestment Act of 
2009 (tiie Stimulus Bill) was signed into law, which provides tax 
incentives in the form of ITC or cash grants for renewable ̂ energy 
facilities and renewable generation property either placed in service 
through specified dates or for which consti'uctlon has begun prior to 
specified dates. Underthe Stimulus Bill, Duke Energy may elect an 
ITC, which) is determined based on a percentage of ttie tax basis of 
the qualified property placed in service, for property placed in service 
after 2008 and before 2014 (2013 for wind facilities) or a cash 
grant, which allows entities to elect to receive a cash grant in lieu of 
the ITC for certain property either placed in service in 2009 or 2010 
or for which constnjction begins in 2009 and 2010. In 2010, tiie 
Tax Relief, Unempioyment Insurance Reauthorization, and Job 
Creation Act of 2010 (the 2010 Tax Relief Act) extended the cash 
grant program for renewable energy property for one additional year, 
firough 2C)i 1, When Duke Energy electe either the ITC or cash grant 
on Commercial Power's wind facilities that meet the stipulations of 
the Stimulus Bill, Duke Energy reduces the basis ofthe property 

recorded on the Consolidated Balance Sheete by the amount of the 
ITC or cash grant and, therefore, the ITC or grant benefit is recognized 
ratably over the life of the associated asset through reduced 
depreciation expense. Additionally, certain tax credits and government 
grante received underthe Stimulus Bill provide for an incremental 
initial tax depreciable base in excess ofthe carrying value fi^r GAAP 
purposes, creating an Initial deferred tax asset equal to tiie tax effect 
of one half of the ITC or government grant. Duke Energy records the 
deferred tax benefit as a reduction to income tax expense in the 
period that the basis difference is created. 

Excise Taxes. 

Certain excise taxes levied by state or local governmente are 
collected by the Duke Energy Registrante from ite customers. These 
taxes, which are required to be paid regardless of the Duke Energy 
Registrants' ability to collect from the customer, are accounted for on 
a gross basis. When the Duke Energy Registrante act as an agent, 
and the tax Is not required to be remitted if It is not collected from the 
customer, the taxes are accounted for on a net basis. The Duke 
Energy Registi'ante' excise taxes accounted for on a gross basis and 
recorded as operating revenues In the accompanying Consolidated 
Statements of Operations were as follows; 

(in millions) 

Duke Ene i^ Carolinas 
Duke Energ/ Ohio 
Duke Energy Indiana 

Total Duke Energy 

YearEnded DecemberSl, 

2011 2010 2009 

$153 
109 
31 

$293 

$156 $132 
115 117 
29 27 

$300 $276 

Foreign Currency Translation. 

The local currencies of Duke Energy's foreign operations have 
been detennined to be tiieir functional currencies, except for certain 
foreign operations whose functional currency has been determined to 
be the U.S, Dollar, based on an assessment ofthe economic 
circumstances of the foreign operation. Assets and liabilities of foreign 
operations, except for those whose functional currency is tiie 
U.S. Dollar, are translated into U.S. Dollars at the exchange rates at 
period end. Translation adjustmente resulting from fluctuations in 
exchange rates are Included as a separate component of AOCI, 
Revenue and expense accounte ofthese operations are translated at 
average exchange rates prevailing during tiie year. Gains and losses 
arising from balances and transactions denominated In currencies 
other than the functional currency are included in the results of 
operations in the period in which they occur. 

Slatements of Consolidated Cash Flows. 

The Duke Energy Registrante have made certain classification 
elections within their Consolidated Statemente of Cash Flows. Cash 
flows from discontinued operations are combined with cash flows 
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from continuing operations within operating, investing and financing 
cash flows within the Consolidated Statemente of Cash Flows. With 
respect to cash overdrafts, book overdrafts are included within 
operating cash flows while bank overdrafts are included within 
financing cash flows. 

Dividend Restrictions and Unappropriated Retained Earnings. 

Duke Energy does not have any legal, regulatory or other 
restrictions on paying common stock dividends to shareholders, 
However, as further described in Note 4, due to conditions 
established by regulators at the time of the Duke Energy/Cinergy 
merger In April 2006, certain wholly-owned subsidiaries, including 
the Subsidiary Registrante, have restrictions on paying dividends or 
otherwise advancing funds to DukeEnergy. At December 31 , 2011 
and 2010, an insignificant amount of Duke Energy's consolidated 
Retained Earnings balance represente undistributed eamings ofequity 
method investmente. 

New Accounting Standards, 

The following new accounting standards were adopted by Duke 
Energy during the year ended December 3 1 , 2011 and the impact of 
such adoption, if applicable has been presented In the accompanying 
Consolidated Financial Statemente; 

Financial Accounting Standards Board (FASB) Accounting 
Standards Codification (ASC) 605 — Revenue Recognition. In 
October 2009, the FASB issued new revenue recognition accounting 
guidance in response to practice concerns related to the accounting 
for revenue arrangements with multiple deliverables. T̂ îs new 
accounting guidance primarily applies to all contractual arrangemente 
in which a vendor will perform multiple revenue generating activities 
and addresses the unit of accounting for arrangemente involving 
multiple deliverables, as well as how arrangement consideration 
should be allocated to the separate unite of accounting. For the Duke 
Energy R^istrante, the new accounting guidance was effective 
January 1,2011, and applied on a prospective basis, This new 
accounting guidance did not have a material impact to the 
consolidated resulte of operations, cash flows or financial position of 
tiie Duke Energy Registrante. 

ASC 805 — Business Combinations. In November 2010, the 
FASB issued new accounting guidance in response to diversity in the 
interpretation of pro forma information disclosure requirements for 
business combinations. The new accounting guidance requires an 
entity to present pro forma financial information as if a business 
combination occurred at the beginning of the eariiest period 
presented as well as additional disclosures describing tiie nature and 
amount of material, nonrecurring pro forma adjustmente. This new 
accounting guidance was effective January 1, 2011, and will be 
applied to all business combinations consummated after that date. 

ASC 820 — Fair Value Measurements and Disclosures. In 
January 2010, the FASB amended existing fair value measuremente 
and disclosures accounting guidance to clarify certain existing 

disclosure requiremente and to require a number ol additional 
disclosures, including amounte and reasons for significant transfers 
behveen the three levels of the fair value hierarchy, and presentation 
of certain infonnation in the reconciliation of recurring Level 3 
measurements on a gross basis. For the Duke Energy R^istrante, 
certain portions of this revised accounting guidance were effective on 
January 1, 2010, with additional disclosures effective for periods 
beginning January 1, 2011. The adoption of this accounting 
guidance resulted in additional disclosure in the notes to tiie 
consolidated financial statemente but did not have an impact on the 
Duke Energy Registrante' consolidated resuite of operations, cash 
flows or financial position. See Note 15 for additional disclosures 
required by ttie revised accounting guidance in ASC 820. 

ASC 350 — Intangibles-Goodwill and Other. In September 
2011, the FASB arnended existing goodwill impairment testing 
accounting guidance to provide an entity testing goodwill for 
impairment with the option of performing a qualitative assessment 
prior to calculating the fair value of a reporting unit In step one of a 
goodwill impairment test. Under ttiis revised guidance, a qualitative 
assessment would require an evaluation of economic, industry, and 
company-speciflc considerations. If an entity determines, on a basis 
of such qualitative factors, tiiat the fair value of a reporting unit is 
more likely than not less than the carrying value of a reporting unit, 
the two-step impairment test, as required under pre-existing 
applicable accounting guidance, would be required. Othenwise, no 
further impairment testing would be required, The revised goodwill 
impairment testing accounting guidance is effective for the Duke 
Energy Registrante' annual and interim goodwill impairment teste 
performed for fiscal years beginning January 1, 2012, with early 
adoption of tiiis revised guidance permitted for annual and interim 
goodwill impairment teste peribmied as of a date before 
SeptemtKr 15, 2011. Since annual goodwill lmpaim:ier(t teste are 
peribnTied by Duke Energy as of August 31 , the Duke Energ/ 
Registrante early adopted tills revised accounting guidance during the 
third quarter of 2011 and applied that guidance to their annual 
goodwill Impairment teste for 2011. 

The following new accounting standards were adopted by Duke 
Energy during the year ended December 31 , 2010 and tiie impact of 
such adoption, if applicable has been presented in tiie accompanying 
(jDnsolidated Financial Statemente;. 

ASC 860 — Transfers and Ser/icing. In June 2009, tiie FASB 
issued revised accounting guidance for transfers and sen/icing of 
flnancial assete and extinguishment of liabilities, to require additional 
informatiori about transfers of financial assete, including securitization 
transactions, as well as additional information about an enterprise's 
continuing exposure to the risks related to transferred financial assets. 
This revised accounting guidance eliminated the concept of a 
Qualifying Special Purpose Entity (QSPE) and required those entities 
which were not subject to consolidation under previous accouriting 
rules to now be assessed for consolidation. In addition, this 
accounting guidance clarified and amended the derecognition criteria 
for transfers of financial assete (Including transfers of portions of 
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financial assets) and required additional disclosures about a 
transferor's continuing involvement In transferred financial assete. For 
Duke Energy, this revised accounting guidance was effective 
prospectively for transfers of financial assete occurring on or after , 
January 1, 2010, and early adoption of this statement was 
prohibited, Since 2002, Duke Energy Ohio, Duke Energy Indiana, 
and Duke Energy Kentucky have sold, on a revolving basis, nearly all 
of their accounte receivable and related collections through CRC, a 
bankruptcy-remote QSPE. The securitization transaction was 
structured to meet the criteria for sale accounting ti'eatment, and 
accordingly, Duke Energy did not consolidate CRC, and the transfers 
were accounted for as sales. Effective with adoption of this revised. 
accounting guidance and ASC 810-Consolidation (ASC 810), as 
discussed below, the accounting treatment and/or financial statement 
presentation of Duke Energy's accounte receivable securitization 
programs was impacted as Duke Energy began consolidating CRC 
effective January 1, 2010, Duke Energy Ohio's and Duke Energy 
Indiana's sales of accounts receivable and related financial statement 
presentation were not impacted by the adoption of ASC 860. See 
Note 17 for additional infonnation. 

ASC 810 —Consolidations. In June 2009, the FASB 
amended existing consolidation accounti.ng guidance to eliminate the 
exemption from consolidation for QSPEs, and clarified, but did not 
significantly change, the criteria for detennining whether an ent% 
meete ttie definition of a VIE. This revised accounting guidance also 
required an enterprise to qualitatively assess the determination of tiie 
primary beneficiary of a VIE based on whether that enterprise has 
both tiie power to direct the activities that most significantiy impact 
tiie economic performance of a VIE and the obligation to absorb 
losses or the right to receive benefite of a VIE that could potentially be 
significant to a VIE, In addition, this revised accounting guidance 
modified existing accounting guidance to require an ongoing 
evaluation of a VIE's primary beneficiary and amended tiie types of 
evente that trigger a reassessment of whether an entity Is a )/\E. 
Furthermore, this accounting guidance required enterprises to provide 
additional disclosures about their involvement with VIEs and any 
significant changes in their risk exposure due to that involvement. 

For the Duke Energy Registrante, this accounting guidance was 
effective beginning on January 1, 2010, and is applicable to all 
enti'ties in which Duke Energy is involved, including entities 
previously subject to existing accounting guidance for VIEs, as well as 
any QSPEs that existed as ofthe effective date. Effective with 
adoption of this revised accounting guidance, the accounting 
treatment and/or financial statement presentation of Duke Energy's 
accounte receivable securitization programs were impacted as Duke 
Energy began consolidating CRC effective January 1, 2010. Duke 
Energy Ohio's and Duke Energy Indiana's sales of accounte receivable 
and related financial statement presentation were not impacted by 
the adoption of ASC 810. This revised accounting guidance did not 
have a significant impact on any of the Duke Energy Registrante' 
other Intereste in VIEs. See Note 17 for additional disclosures required 
by tiie revised accounting guidance In ASC 810. 

ASC 820 — Fair Value Measurements and Disclosures, in 

January 2010, the FASB amended existing fair value measuremente 
and disclosures accounting guidance to clarify certain existing 
disclosure requiremente and to require a number of additional 
disclosures, including amounte and reasons for significant transfers 
between tiie three levels of tiie fair value hierarchy, and presentation 
of certain information In tiie reconciliation of recurring Level 3 
measuremente on a gnDss basis. For the Duke Energy Registrante, 
certain portions of this revised accounting guidance were effective on 
January 1, 2010, witii additional disclosures effective for periods 
beginning January 1, 2011. The initial adoption of this accounting 
guidance resulted in additional disclosure in the notes to the 
consolidated financial statemente but did not have an impact on the 
Duke Energy Registrants' consolidated resulte of operations, cash 
flows or financial position. 

The following new accounting standards were adopted by Duke 
Energy during the year ended DecemberSl, 2009 and the impact of 
such adoption, if applicable has been presented in the accompanying 
Consolidated Financial Statemente: 

ASC 105 — Generally Accepted Accounting Principles. In 
June 2009, the FASB amended ASC 105 for the ASC, which 
identifies the sources of accounting principles and the framework for 
selecting the principles used in the preparation of financial statemente 
of nongovernmental entities that are presented In confomity with 
GAAP. Rules and interpretive releases of the Securities and Exchange 
Commission (SEC) under authority of federal securities laws are also 
sources of authoritative GAAP. On the effective date of the changes to 
ASC 105, which was for financial statemente issued for interim and 
annual periods ending after September 15, 2009, the ASC 
supersedes all then-existing non-SEC accounting and reporting 
standards. Under the ASC, all of ite content carries the same level of 
authority and the GAAP hierarchy includes only tijvo levels of GAAP: 
authoritative and non-authoritative. While the adoption of the ASC did 
not have an impact on the accounting followed in the Duke Energy 
Registrants' consolidated financial statemente, the ASC impacted the 
references to authoritative and non-authoritative accounting literature 
contained within the Notes. 

ASC 805 — Business Combinations. In December 2007, the 
FASB issued revised guidance related to the accounting for business 
combinations. This revised guidance retained the fundamental 
requirement that the acquisition metiiod of accounting be used for all 
business combinations and that an acquirer be identified for each 
business combination. This statement also established principles and 
requiremente for how an acquirer recognizes and measures in ite 
financlai statemente the identifiable assete acquired, the liabilities 
assumed, any noncontrolling (minorify) intereste in an acquiree, and 
any goodwill acquired in a business combination or gain recc^nized 
from a bargain purchase. For Duke Energy, this revised guidance is 
applied prospectively to business combinations for which the 
acquisition date occurred on or after January 1., 2009. The impact to 
Duke Energy of applying this revised guidance for periods subsequent 
to implementation will be dependent upon the nature of any 
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transactions within the scope of ASC 805. The revised guidance of 
ASC 805 changed the accounting for income taxes related to prior 
business combinations, such as Duke Energ/'s merger witii Cinergy. 
Effective January 1, 2009, the resolution of any tax contingencies 
relating to Cinergy that existed as of the date of the merger are 
required to be reflected in the Consolidated Statemente of Operations 
instead of being reflected as an adjustment to the purchase price vi.-; 
an adjustment to goodwill. 

>ISCSI0, In December 2007, the FASB amended ASC 810 tc 
establish accounting and reporting standards for the noncontrolling 
(minority) interest in a subsidiary and for the deconsolidation of a 
subsidia^ and to clarity that a noncontrolling interest in a subsidiary is 
an ownership interest in a consolidaled entity tiiat should be reported 
as equity in ttie consolidated financial statemente. This amendment 
also changed the way the consolidated income statement is presented 
by requiring consolidated net income to be reported at amounte that 
include the amounte attributable to both the parent and the 
noncontrolling interest. In addition, this amendment established a 
single method of accounting for changes in a parent's ownership 
interest in a subsidiary that do not result in deconsolidation. For ttie 
Duke Energy Registi'ante, this amendment was effective as of 
January 1, 2009, and has been applied prospectively, except for 
certain presentati'on and disclosure requiremente that were applied 
retiospectlvely. The adoption of ttiese provisions of ASC 810 impacted 
tiie presentation of noncontrolling intereste in the Duke Energy 
Regisfrante' (i^nsolldated Rnancial Statemente, as well as the 
calculation of tiie Duke Energy Registrante' effective tax rate. 

ASC 815 — Derivatives and Hedging. In March 2008, the 
FASB amended and expanded the disclosure requiremente for 
derivative instrumente and hedging activities required under ASC 
815. The amendmente to ASC 815 requires qualitative disclosures 
about objectives and strategies for using derivatives, volumetric data, 
quantitative disclosures about fair value amounte of and gains and 
losses on derivative instrumente, and disclosures about credit-risk-
related contingent features in derivative agreemente. The Duke 
Energy Registrante adopted these disclosure requiremente as of 
January 1, 2009. The adoption of the amendmente to ASC 815 did 
not have any Impact on the Duke Energy Registrante' consolidated 
resulte of operations, cash flows or financial position. See Note 14 for 
the disclosures required under ASC 815. 

ASC 715 — Compensation — Retirement Benefits. In 
December 2008, the FASB amended ASC 715 to require more 
detailed disclosures about employers' plan assets, concentrations of 
risk within plan assete, and valuation techniques used to measure 
the fair value of plan assete. Additionally, companies will be required 
to disclose their pension assete in a fashion consistent with 
ASC320 —F3lr Value Measurements and Disclosures {i.e., Level 1, 
2, and 3 of the fair value hierarchy) along with a roll-fonward of the 
Level 3 values each year. For the Duke Energy Registrante, these 
amendmente to ASC 715 were effective for the Duke Energy 
Registrante' Form 10-K for the year ended DecemberSl, 2009, The 

adoption of these new disclosure requiremente did not have any 
impact on the Duke Energy Registrante' resulte of operations, cash 
flows or financial position. See Note 21 for the disclosures required 
under ASC7l5. 

The following new Accounting Standards Updates (ASU) have 
been issued, but have not yet been adopted by Duke Energy, as of 
DecemberSl, 2011: 

ASC 820 — Fair Value Measurements and Disclosures. In 
May 2011, the FASB amended existing requiremente for measuring 
fair value and for disclosing Information about fair value 
measuremente. This revised guidance resulte In a consistent 
definition of fairvalue, as well as common requiremente for 
measurement and disclosure of fair value information betiween U.S. 
GAAP and Intemational Financial Reporting Standards (IFRS). In 
addition, the amendments set forth enhanced disclosure 
requiremente with respect to recurring Level 3 measuremente, 
nonfinancial assete measured or disclosed at fair value, transfers 
between levels in tiie fair value hierarchy, and assete and liabilities 
disclosed but not recorded at fair value. For tiie Duke Energy 
Registrante, ttie revised fair value measurement ^idance is effective 
on a prospective basis for interim and annual periods begnning 
January 1, 2012. Duke Energy is currentiy evaluating the potential 
Impact of tiie adoption of tiiis revised guidance and is unable to 
estimate at this time the impact of adoption on ite consolidated results 
ofOperations, cash flows, orfinancial position. 

ASC 220 —Comprehensive Inojme. In June 2011, the FASB 
amended tiie existing requiremente for presenting comprehensive 
income in financlai statemente primarily to increase ttie prominence of 
items reported in other comprehensive income (OCl) and to facilitate 
tiie convergence of U.S. GAAP and IFRS. Specifically, the revised 
guidance eliminates the option currently provided under existing 
requlremente to present componente of OCl as part of the statement of 
changes in stockholders' equiiy. Accordingly, all non-owner changes in 
stockholders' equity will be required to be presented either in a single 
continuous statement of comprehensive income or in two separate but 
consecutive financial statemente. For the Duke Enei^ Registiante, this 
revised guidance is effective on a retrospective basis for interim and 
annual periods beginning January 1, 2012. Early adoption of this 
revised guidance is permitted. Duke Energy is currently evaluating the 
revised requirements for presenting comprehensive Income in ite 
financial statemente and is unable to estimate at this time the impact of 
adoption of tiiis revised guidance on ite consolidated resulte of 
operations. 

ASC 210 — Balance Sheet In December 2011, the FASB 
issued revised accounting guidance to amend the existing disclosure' 
requlremente for offsetting financial assete and liabilities to enhance 
current disclosures, as well as to improve comparability of balance 
sheete prepared under U.S. GAAP and IFRS. The revised disclosure 
guidance aflbcte all companies that have financlai instrumente and 
derivative instrumente that are either offset in tiie balance sheet (i.e., 
presented on a net basis) or subject to an enforceable master netting 
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and/or similar arrangement, In addition, the revised guidance requires 
tiiat certain enhanced quantitative and qualitative disclosures be 
made with respect to a company's netting arrangemente and/or righte 
of setoff associated with ite financial instruments and/or derivative 
instrumente. Forthe Duke Energy Registrants, the revised disclosure 
guidance is effective on a retrospective basis for interim and annual 
periods beginning January 1, 2013, Duke Energy is currently 
evaluating the potential impact of the adoption of this revised 
guidance and Is unable to estimate at this time the impact of 
adoption on ite consolidated results of financial position. 

2. ACQUISITIONS AND DISPOSITIONS OF 
BUSINESSES AND SALES OF OTHER ASSETS 

Acquisitions. 

The Duke Energy Registrante consolidate assets and liabilities 
from acquisitions as of the purchase date, and Include earnings from 
acquisitions in consolidated eamings after the purchase date. 

Duke Ene i^ 

On Januarys, 2011, Duke Energy entered into an Agreement 
and Plan of Merger (Merger Agreement) among Diamond Acquisition 
Corporation, a North Carolina corporation and Duke Energy's wholly-
owned subsidiary (Merger Sub) and Progress Energy, Inc. (Progress 
Energy), a North Carolina corporation. Upon the terms and subject to 
the conditions set forth in the Merger Agreement, Merger Sub will 
merge with and into Progress Energy with Progress Energy continuing 
as the surviving corporation and a wholly-owned subsidiary of Duke 
Energy. 

Pursuant to the Merger Agreement, upon the closing of the 
merger, each issued and outetanding share of Progress Energy 
common stock will automatically be canceled and converted into the 
right to receive 2.6125 shares of common stock of Duke Energy, 
subject to appropriate adjustment for a reverse stock split of the Duke 
Energy common stock as contemplated in the Merger Agreement and 
except that any shares of Progress Energy common stock that are 
owned by Progress Energy or Duke Energy, otherthan in a fiduciary 
capacity, will be canceled without any consideration therefor. Each 
outetanding option to acquire, and each outetanding equity award 
relating to, one share of Progress Energy common stock will be 
converted into an option to acquire, or an equity award relating to 
2.6125 shares of Duke Energy common stock, as applicable, subject 
to appropriate adjusttnent for the reverse stock split. Based on 
Progress Energy shares outetanding at DecemberSl, 2011, Duke 
Energy would Issue 771 million shares of common stock to convert 
the Progress Energy common shares in tiie merger under the 
unadjusted exchange ratio of 2.6125. The exchange ratio will be 
adjusted proportionately to reflect a l-for-3 reverse stock split with 
respect to the issued and outetanding Duke Energy common stock 

that Duke Energy plans to Implement prior to, and conditioned on, 
the completion of the merger. The resulting adjusted exchange ratio is 
0.87083 ofa share of Duke Energy common stock for each share of 
Progress Energy common stock. Based on Progress Energy shares 
outetanding at DecemberSl, 2011, Duke Ener^ would issue 
257 million sharesof common stock, after the effect of the l-for-3 
reverse stock split, to convert the Progress Energy common shares in 
ttie merger. The merger will be accounted for under the acquisition 
method of accounting with Duke Energy treated as the acquirer, for 
accounting purposes. Based on the market price of Duke Energy 
common stock on DecemberSl, 2011, the transaction would be 
valued at $17 billion and would result in incremental recorded 
goodwill to Duke Energy of $11 billion, according to current 
estimates. Duke Energy would also assume all of Progress Energy's 
outstanding debt, which is estimated to be $15 billion based on the 
approximate fair value of Progress Energy's outetanding indebtedness 
at December 31 , 2011. The Merger Agreement has been 
unanimously approved by both companies' Boards of Directors. 

The merger is conditioned upon, among other things, approval 
by the shareholders of both companies, as well as expiration or 
termination of any applicable waiting period under the Hart-Scott-
Rodino Antiti'ust Improvemente Act of 1976 and approval by the 
FERC, the Federal Communications Commission (FCC), the NRC, the 
NCUC, and the KPSC. Duke Energy and Progress Energy also are 
seeking review of the merger by the PSCSC and approval of the joint 
dispatch agreement by the PSCSC. Although there are no merger-
specific regulatory approvals required in Indiana, Ohio or Florida, the 
companies will continue to update the public sen/ices commissions 
in those states on tiie merger, as applicable and as required. The 
status of regulatory approvals is as follows: 

• On April 4, 2011, Duke Energy and Progress Energy, jointly 
filed applications with the FERC for the approval of the merger, 
the Joint Dispatch /^reement and the joint Open Access 
Transmission Tariff (OATT). On September 30, 2011, ttie 
FERC conditionally approved the merger, subject to approval 
of mitigation measures to address ite finding that the 
combined company could have an adverse efiect on 
competition in wholesale power markete In the Duke Energy 
Carolinas and Progress Energy Carolinas East balancing 
authority areas. On October 17, 2011, Duke Energy and 
Progress Energy filed their plan for mitigating the FERC's 
concerns by proposing to offer on a daily basis a certain 
quantity of power during summer and winter periods to the 
extent it is available after serving native load and existing firm 
obligations. On December 14, 2011, the FERC issued an 
order rejecting Duke Energy and Progress Energy's proposed 
mitigation plan, finding that the proposed mitigation plans 
submitted by the companies did not adequately address the 
market power issues. In a separate order issued 
December 14, 2011, the FERC dismissed the applications for 
approval of the Joint Dispatch Agreement and the joint OATT 
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without prejudice to the right to refile them if Duke Energy and 

Prepress Energy decide to file another mitigation plan to 

address the FERC's market power concems stated in the 

FERC's September 30, 2011 order. 

' On April 4, 2011, Duke Energy and Progress Energy filed a 
merger application and joint dispatch agreement with tiie 
NCUC, On September 2, 2011, Duke Energy, Progress , 
Energy and the NC Public Staff filed a seti:lement agreement 
with the NCUC. Under the settlement agreement, the 
companies will guarantee North Carolina customers their 
allocable share of $650 million in savings related to fuel and 
joint dlspateh of generation assete over the first five years after 
tiie merger closes, continue community financial support for a 
minimum of four years, contribute to weatherization efforte of 
low-income customers and workforce development during the 
first year after the merger closes and agree not to recover direct 
merger-related coste. A public hearing occurred 
September 20-22, 2011 and proposed orders and briete were 
filed November 23, 2011, Duke Energy is required by 
regulatory conditions imposed by the NCUC to file with the 
NCUC a thir^-day advance noti'ce of certain FERC filings prior 
to filing with the FERC, Accordingly, Duke Energy filed 
advance notice of the revised FERC mitigation plan on 
February 22, 2012. Duke Energy and Progress Energy may 
file the mitigation plan with tiie FERC after approval from tiie 
NCUC. 

•On April 25, 2011, Duke Energy and Progress Energy, on 
behalf of their utility companies Duke Energy Carolinas and 
Progress Energy Carolinas, filed an application requesting the 
PSCSC to review tiie merger and approve the proposed Joint 
Dispatch Agreement and the prospective future merger of 
Duke Energy Carolinas and Prepress Energy Carolinas. On 
September 13, 2011, Duke Energy and Prepress Energy 
withdrew tiieir application seeking approval for the future 
merger of their Carolinas utility companies, Duke Energy 
Carolinas and Progress Energy Carolinas, as the merger of 
these entities is not likely to occur for several years after the 
close ofthe merger. Hearings occurred the week of 
December 12, 2011 and proposed orders and briefs were 
filed on December 20, 2011. Duke Energy Carolinas and 
Progress Energy Carolinas committed at the hearing that, as a 
condition for the PSCSC approving the proposed Joint 
Dispatch Agreement, Duke Energy Carolinas and Progress 
Energy Carolinas will give their South Carolina customers 
"most favored nations" treatment. Thus, Duke Energy 
Carolinas' and Progress Energy (Darolinas' South Caroiina 
customers will receive pro rata benefite equivalent to those 
approved by the NCUC in connection with the NCUC's review 
ofthe merger application. Duke Energy Carolinas and Progress 
Energy Carolinas are awaiting a PSCSC order in this case. 
Duke Energy Carolinas and Prepress Energy Carolinas intend 

to describe and explain the mitigation plan to the PSCSC in an 

authorized ex parte briefing in the first quarter of 2012. 

'On March 17, 2011, Duke Energy filed an initial registtation 
statement on Form S-4 witii the Securities and Exchange 
Commission (SEC) for shares to be issued to consummate the 
merger with Progress Energy. On July 7, 2011, the Form S-4 
was declared effective by tiie SEC, and the joint proxy 
statement/prospectus contained in the Form S-4 was mailed 
to the shareholders of both companies thereafter. On 
August 23, 2011, Duke Energy and Progress Energy 
shareholders approved the proposed merger. In addition, Duke 
Energy shareholders approved a l-for-3 reverse stock split 

' On March 28, 2011, Duke Energy and Prepress Energy 
submitted Hart-Scott-Rodino antitrust filings to the U.S. 
Department of Justice (DOJ) and the Federal Trade 
Commission (FTC). The 30 day notice period expired without 
furilier action by the DOJ; therefore, the companies had 
clearance to close tiie merger on April 27, 2011. This 
clearance is effective for one year. Because the merger is not 
expected to close by the end of April 2011, the parties will 
resubmit antitrust filings prior to the April 26,2012 expiration 
so as to ensure that there is no gap in the clearance period 
under the Hart-Scott-Rodino Act 

' On March 30, 2011, Progress Energy made filings with the 
NRC for approval tor indirect transfer of control of license tor 
Progress Energy's nuclear facilities to include Duke Energy as 
the ultimate parent corporation on these licenses. On 
December 2, 2011, the NRC approved the indirect transfer of 
control of Progress Energy's nuclear stations to Include Duke 
Energy as the parent corporation of the licenses. 

'On April 4, 2011, Duke Energy and Progress Energy filed a 
merger application witti the KPSC. On June 24, 2011, Duke 
Energy and Progress Energy filed a settlement agreement with 
the Attomey General. A public hearingoccurred on July 8, 
2011. An order conditionally approving the merger was issued 
on August 2, 2011. On September 15, 2011, Duke Energy 
and Progress Energy filed for approval of a stipulation revising 
one ofthe merger conditions contained in the KPSC order. On 
October 28, 2011, the KPSC issued an order approving the 
stipulation and merger and again required Duke Energy and 
Progress Energy to accept ali conditions contained in the 
order, Duke Energy and Progress Energy filed their acceptance 
of those conditions on November 4, 2011. 

•On July 12, 2011, Duke Energy and Progress Energy filed an 
application with the FCC for approval of radio system license 
transfers. The FCC approved the transfers on July 27, 2011. 
On January 5, 2012, the FCC granted an extension of ite 
approval until July 12, 2012. 
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No assurances can be given as to tiie timing of the satisfaction 
of all closing conditions or that all required approvals will be received. 

The Merger Agreement contains certain termination righte for 
botii Duke Energy and Progress Energy, and furttier provides for the 
payment of a termination fee of $400 million by Progress Energy 
under specified circumstances and a tennination fee of $675 million 
by Duke Energy under specified circumstances. On January 8, 
2012, Duke Energy and Progress Energy mutiually agreed to extend 
the initial termination date of January 8, 2012 specified in the 
Merger Agreement to July 8, 2012. 

For the year ended DecemberSl, 2011, Duke Energy incurred 
ti-ansaction coste related to ttie Progress Energy merger of $68 million 
which are recorded witiiln Operating Expenses in Duke Energy's 
Consolidated Statement of Operations. 

See Note 5 for information regarding litigation related to the 
proposed merger with Progress Energy. 

In June 2009, Duke Energy completed the purchase of the 
remaining approximate 24% noncontrolling interest in the Aguaytia 
Integrated Energy Project (Aguaytia), located in Peru, for $28 million. 
Subsequent to this transaction, Duke Energy owns 100% of 
Aguaytia. As the carrying value of ttie noncontrolling interest was $42 
million at the date of acquisition, Duke Energy's consolidated equity 
increased $14 million as a result of this transaction. Cash paid for 
acquiring this additional ownership interest Is included in 
Distributions to noncontrolling Intereste within Net cash provided by 
(used in) financing activities on ttie Consolidated Stetemente of Cash 
Flows. 

In June 2009, Duke Energy acquired North Allegheny Wind, 
LLC (North All^heny) in V/estern Pennsylvania for $124 million. 
The fair value of the net assete acquired were determined primarily 
using a discounted cash flow model as the output of North Allegheny 
is contracted for 23 V2 years under a fixed price purchased power 
agreement. Substantially all of the fair value ofthe acquired net assete 
has been attributed to property, plant and equipment. There was no 
goodwill associated with this transaction. North Allegheny owns 70 
MW of power generating assete that began commercially generating 
electricity In the third quarter of 2009. 

The pro forma resulte of operations for Duke Energy as if those 

acquisitions discussed above which closed prior to December 31 , 

2011 occurred as of the beginning of the periods presented do not 

materially differ from reported results. 

Dispositions. 

In December 2010, Duke Ener©* completed the previously 
announced agreement with investment funds managed by Alinda to 
sell a 50% ownership interest in DukeNet Communications, LLC 
(DukeNet). As a result of the disposition transaction, DukeNet and 
Alinda became equal 50% owners in .the new joint venture. Duke 
Energy received $137 million in cash. The DukeNet disposition 
transaction resulted in a pre-tax gain of $139 million, which was • 
recorded in Gains on Sales of Otiier Assete and Otiier, net in the 
Consolidated Statemente of Operations. The pre-tax gain reflecte the 
gain on the disposition of Duke Energy's 50% interest in DukeNet, as 
well as the gain resulting from the re-measurement to fair value of 
Duke Energy's retained noncontrolling interest. Effective with the 
closing of the DukeNet disposition transaction, on December 20, 
2010, DukeNet is no longer consolidated into Duke Energy's 
consolidated financial statements and is now accounted for by Duke 
Energy as an equity method investment.. 

In the first quarter of 2009, Duke Energy completed the sale of 
tiwo United Kingdom wind projecte acquired in the Catamount Energy 
Corporation (Catamount) acquisition. No gain or loss was recognized 
on these transactions. 

Sales of Other Assets. 

The followingteble summarizes cash proceeds and related net 
pre-tax gains related to the sales of the assete for the years ended 
DecemberSl, 2011, 2010 and 2009. These amounte primarily 
relate to the sales of emission allowances by U.S. Franchised Electric 
and Gas (USFE&G) and Commercial Power. Net pre-tax gains are 
recorded in Gains on Sales of Other Assete and Other, net. In the 
Consolidated Statemente of Operations. 

(in millions) 
Duke Duke Energy Duke Energy Duke Energ/ 

Energy Carolinas Ohio Indiana 

For the year ended December 31, 2011 
Proceeds 
Net pre-taxgains'̂ ' 
For the year ended December 31, 2010 
Proceeds 
Net pre-tax gains (losses)'w 
For the year ended December 31, 2009 
Proceeds 
Net pre-tax gains (losses)'ci 

12 
8 

160 
153 

63 
36 

$ 2 
1 

8 
7 

24 
24 

$ 7 
5 

13 
3 

37 
12 

$1 

(2) 

(4) 

(a) Tiiese gains primarily relate to sales of emission allowances by USFESG and Commercial Power. 
(b) Tiiese gains primarilj' relate to the DukeiNet gain as discussed above and sales of emission allowances by USFE&G and Commercial Power. The loss at Duke Energy Indiana relates 

primarily to the retirement of certain s i ^a re assets, 
(c) These gains primarily relate to sales of emission allowances by USFE&G and Commercial Power. The loss at Duke Energy Indiana relates primarily to the sale of NOx. 
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Vermillion Generating Station. 

In May 2011, Duke Energy Vermillion 11, LLC (Duke Energy 
Vermillion), an indirect wholly-owned subsidiaty of Duke Ener^ 
Ohio, entered into an agreement to sell ite 75% undivided ownership 
interest in the Vermillion Generating Station (Vermillion) to Duke 
Energy Indiana and Wabash Valley Power Association (VWPA). After 
receiving approvals from the FERC and the IURC on August 12, 
2011 and December 28, 2011, respectively, the sale was completed 
on January 12, 2012. Upon the closing of the sale, DukeEnergy 
Indiana and WVPA held 62.5% and 37.5% intereste in Vermillion, 
respectively. Duke Energy Ohio received proceeds of $68 million and 
$14 million from Duke Energy Indiana and WVPA, respectively. As 
Duke Energy Indiana is an affiliate of Duke Energy Vermillion the 
transaction has been accounted for as a transfer betiA/een entities 
under common control witii no gain or loss recorded and did not 
have a significant impact to Duke Energy Ohio or Duke Energy 
Indiana's results of operations. The sale of the propori:ionate share of 
Vermillion to WVPA did not result in a significant gain or loss. In the 
second quarter of 2011, Duke Energy Ohio recorded an impairment 
charge of $9 million to reduce the canying value of the proportionate 
share of Vermillion to be sold to WVPA to ite estimated fair value. The 
estimated l^ir value was determined based on the expected proceeds 
to be received from WVPA less costs to sell. This amount is presented 
in Goodwill and other impairment charges in Duke Energy and Duke 
Energy Ohio's consolidated statemente of operations. See Note 5 for 
furi:her discussion of the Vermillion transaction. 

3 . BUSINESS SEGMENTS 

IVIanagement evaluates segment performance based on 
eamings before interest and taxes from continuing operations 
(excluding certain allocated corporate govemance coste), after 
deducting expenses ati:ributable to nonconti'olling intereste related to 
those profite (EBIT). On a s^ment basis, EBIT excludes discontinued 
operations, represente ail profite from continuing operations (both 
operating and non-operating) before deducting interest and taxes, and 
Is net of amounte attributable to noncontrolling Intereste related to 
tiiose profite. Segment EBIT includes transactions between reportable 
s^mente. Cash, cash equivalente and short-term investmente are 
managed centrally by Duke Energy, so the associated interest and 
dividend income and realized and unrealized gains and losses from 
foreign Currency ti'ansactions on those balances are excluded from 
se^ent EBIT. 

Operating segmente for each ofthe Duke Energy Registrants are 
determined based on information used by the chief operating decision 
maker in deciding how to allocate resources and evaluate the 
performance at each of the Duke Energy Registrante. There is no 
a^regation within reportable operating segmente at any of the Duke 
Energy Registrante. Beginning in 2012, the chief operating decision 
maker began evaluating segment financial perfonnance and 
allocation of resources on a net income basis. In addition, previously 

unallocated corporate coste will be reflected in each segment. The 
information presented in the tables below has not been restated to 
refiect this change as management used EBIT to evaluate the resulte 
through DecemberSl, 2011. 

Duke Energy 

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

USFE&G generates, transmits, distributes and sells electricity In 
central and western North Carolina, western South Carolina, central, 
north central and southern Indiana, and northern Kentucky. USFE&G 
aisotransmite, distributes, and sells electricity in southwestern Ohio. 
Additionally, USFE&G transporte and sells natural gas In 
southwestern Ohio and northern Kentucky. It conducte operations 
primarily through Duke Energy Carolinas, certain regulated portions of 
Duke Energy Ohio including Duke Energy Kentucky and Duke Energy 
Indiana. 

Commercial Power owns, operates and manages power plante 
and engages In tiie wholesale marketing and procurement of electric 
power, fuel and emission allowances related to these plants, as well 
as other contractual positions. Commercial Power also has a retail 
sales subsidiary, Duke Energy Retail Sales, LLC (Duke Energy Retail), 
which is certified by the PUCO as a Competitive Retail Electric 
Supplier (CRES) provider in Ohio. Through Duke Energy Generation 
Services, Inc. and Ite affiliates (DEGS), Commercial Power develops, 
owns and operates electric generation for large energy consumers, 
municipalities, utilities and industi'ial facilities. In addition, DEGS 
engages in the development, construction and operation of renewable 
energy projecte and Is also developing transmission projecte. 

Intemational 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 conducte operations 
primarily through Duke Energy Intemational, LLC and ite affiliates and 
its activities principally target power generation in Latin America. 
Additionally, International Energy owns a 25% interest in National 
Methanol Company (NMC), located in Saudi Arabia, which is a large 
regional producer of methanol and methyl tertiary butyl ether (MTBE). 
Through December 31 , 2009, International Energy had a 25% 
ownership interest in Ati:iki Gas Supply S.A. (Ati:iki), which is a 
natural gas distributor located in Athens, Greece. See Note 13 for 
additional information related to tiie investment in Attiki. 

The remainder of Duke Enei^'s operations is presented as 
Other. While It is not an operating segment. Other primarily includes 
certain unallocated corporate coste, which include certain coste not 
allocable to Duke Energy's reportable business segmente, primarily • 
governance, coste to achieve mergers and divestitures, and coste 
associated with certain corporate severance programs, It also 
Includes, Bison Insurance Company Umited (Bison), Duke Energy's 
wholly-owned, captive insurance subsidiary, Duke Energy's 50% 
interest in DukeNet and related telecommunications businesses, and 
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Duke Energy Trading and Marketing, LLC (DETM), which is 4 0 % 

owned by Exxon Mobil Corporation and 6 0 % owned by Duke 

Energy. Phor to the sale of a 5 0 % ownership In DukeNet to 

investinent funds managed by Alinda Capital Partners, LLC 

Business Segment Data^^' 

(collectively Alinda) in December 2010, Otiier reflected tiie resulte of 

Duke Energy's 100% ownership of DukeNet. See Note 13 for 

additional information related to DukeNet. 

(In millions) 

Year Ended DecemberSl, 2011 
U,S, Franchised Electric and Gas'* 
Commercial Power**' 
International Ener^. 

Unaffiliated 
Revenues 

$10,586 
2,480 
1,467 

Intersegment 
Revenues 

$ 33 
11 

— 

Total 
Revenues 

$10,619 
2,491 
1,467 

Segment EBIT/ 
Consolidated 

(ncome 
from Continuing 

Operations before 
Income Taxes 

$2,604 
225 
679 

Depreciation and 
Amortization 

$1,383 
230 
90 

Capital and 
Investment 

Expenditures 
and 

Acquisitions 

$3,717 
492 
114 

Segment 
Assete*' 

$47,977 
6,939 
4,539 

Total reportable segments 
Other 
Eliminations and reclassifications 
Interest expense 
Interest income and otiieKh) 
Add back of noncontrolling Interest 

component of reportable segment 
and Other EBIT 

14,533 

(4) 

44 

48 

(92) 

14,577 

44 

(92) 

3,508 

(261) 

(859) 

56 

21 

1,703 

103 

4,323 

141 

Total reportable segments 
Other^fifg) 

Eliminations and reclassifications 
Interest expense 
Interest Income and other^ '̂ 
Add back of noncontrolling interest 

component of reportable segment 
and Other EBIT 

14,207 

65 

42 

53 

(95) 

14,249 

118 

(95) 

3,223 

(255) 

(840) 

72 

10 

1,697 4,597 

258 

Total reportable segments 
Other 
Eliminations and reclassifications 
Interest expense 
Interest income and other̂ "* 
Add back of noncontrolling interest 

component of reportable segment 
and Other EBIT 

12,659 

72 

46 

56 

(102) 

12,705 

128 

(102) 

2,713 

(251) 

(751) 

102 

18 

1,577 

79 

4,376 

lai 

59,455 

2,961 

no 

Total consolidated 

Year Ended December 3 1 , 2010 
U.S. Franchised Electric and Gas^w' 
Commercial Powet̂ '̂ 
International Energy 

$14,529 

$10,553 
2,440 
1,204 

$ -

$ 34 
S 

— 

$14,529 

$10,597 
2,448 
1,204 

$2,465 

$2,966 
(229) 
485 

$1,806 

$1,386 
225 
86 

$4,464 

$3,891 
525 
181 

$62,526 

$45,210 
6,704 
4,310 

56,224 

2,845 

21 

Total consolidated 

Year Ended December 3 1 , 2009 
U.S. Franchised Electric and Gas<=* 
Commercial Power̂ î 
International Energy 

$14,272 

$ 9,392 
2,109 
1,158 

$ -

$ 41 • 
5 

$14,272 

$ 9,433 
2,114 
1,158 

$2,210 

$2,321 
27 

365 

$1,786 

$1,290 
206 
81 

$4,855 

$3,560 
688 
128 

$59,090 

$42,763 
7,345 
4,067 

54,175 

2,736 

129 

Total consolidated $12,731 — $12,731 $1,831 $1,656 $4,557 $57,040 
(a) Segment results exclude resulls of entities classified as discontinued operations. 
(b! Incfudss asseis held far sale and assets of enSdes in dJscxmUnued Qperstions. See Note 13 lot descriptkm and carr/irigvaiiisiytinvestnKrikaccxiuntedhrurider ihe equify rr^licxi of 

accounting within each segment. 
(c) On December 7, 2009 and January 10, 2010, Ihe North Carolina and South Carolina rate case setBement agreements were approved by the NCUC and PSCSC, respectively. Among 

other things, the rate case settlements included an annual base rate increaseof $315 million In North Carolina to be phased-in primarily over a two-year period beginning Januaiy 1, 
2010, arid a $74 million annual base rate increase in South Carolina effective Febnjary 1, 2010. On July 8, 2009, the PUCO approved a $55 million annual increase in rates for 
electric deliveiyservice. These new rates were effective July 13, 2009. Additionally, on December 29, 2009, the KPSC approved a $13 million increase in annual base natural gas 
rates. New rates went into effect January 4, 2010. 
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(d) As discussed in Note 4, Duke Energy recorded pre-tax charges of $222 million and $44 million during the years ended DecemberSl, 2011 and 2010, respectively related to the 
Edwardsport integrated gasification combined cycle (IGCC) plant that is currently under construction. 

(e) As discussed further in Note 12, duringthe year ended DecemberSl, 2011, Commercial Power recorded a $79 million impairmenttowrite-down the carrying value of certain emission 
allowances. Dunng the year ended December 3 1 , 2010, Commercial Pa^̂ er reoocried iinpairment charges of $560 million, which consisted of a $500 million goodwill impalement 
charge associated with the non-r^ulated Midwest gene'ating operations and a $160 million pre-taxchargeto write-down the value of certain non-regulated Midwest generating assets 
and emission allowances primarily associated with these generation assets. During the year ended December 31, 2009, Commercial Power recorded impairment chaises of $413 
million, which consists of a $371 million goodwill impairment charge associated with the non-regulated f^lidwestgeneration operations and a $42 million pre-tax charge to write-down 
the value of certain generating assels in Hie Midwest to their estimated fair value. 

(fl During 2010,3 $172 million expense was recorded related to the 2010 voluntary severance plan and the consolidation d certain corporate office functions from tfie Miclwest to 
Charlotte, North Carolina (see Note 19). 

(gl During 2010, Duke Energy reo^nized a $139 million pre-tax gain from the sale of a 50% ownership interest in DukeNet (see Note 2), and a $109 million pre-tax gain from the sale of 
an equity method investment in, Q-Comm Corporation (Q-Comm] (see Note 13), 

(h) Other within Interest Income and Other includes foreign currency transaction gains and losses and additional noncontrolling interest amounts not allocated to the reportable s^ments and 
Other results. 

Gec^raphic Data Business Segment Data 

(in millions) U.S. 
Latin 

America'̂ ' Consolidated 

2011 
Consolidated revenues $13,062 $1,467 $14,529 
Consolidated long-lived assets 45,920 2,612 48,532 
2010 
Consolidated revenues $ 13,068 $ 1,204 $ 14,272 
Consolidated long-lived assets 42,754 2,733 45,487 
2009 
Consolidated revenues $11,573 $1,158 $12,731 
Consolidated long-lived assets 41,043 2,561 43.604 

(a) Change in amounls of long-lived assets in Latin America is primarily due to foreign 
currency translation adjustments on property, plant and equipment and other long-
lived asset balances. 

Duke Energy Carolinas 

Duke Energy Carolinas has one reportable operating segment, 
Franchised Electric, which generates, transmits, distributes and sells 
elecfrici^ and conducts operations through Duke Energy Carolinas, 
which consists of the regulated electric utility business in central and 
western North Carolina and western South Carolina. 

The remainder of Duke Energy Carolinas' operations is 
presented as Other. While it Is not considered an operating segment, 
Other primarily Includes certain corporate governance costs allocated 
by its parent, Duke Energy (see Note 13). 

At December 31 , 2011, 2010, and 2009, all of Duke Energy 
Carolinas' assets are owned by the Franchised Electric operating 
segment. Forthe years ended DecemberSl, 2011, 2010, and 
2009 all revenues, expenses, and capital and acquisition 
expenditures are from the Franchised Electric operating segment. 
There were no Intersegment revenues for the years ended 
December 31,2011, 2010, and 2009. Al! of Duke Energy 
Carolinas' revenues are generated domestically and its long-lived 
assets are all in the U.S. 

!in millions) 

Segment EBIT/Consolidated income 
Before Income Taxes 

Years Ended DecemberSl, 
2011 2010 2009 

Franchised Electric'̂ ' $1,836 $1,930 $1,545 

Total reportable segment 
Othet<w 
Interest expense 
Interest income 

1,836 
(180) 
(360) 
10 

1,930 
(296) 

. (S62) 
23 

1,545 
(143) 
(330) 
. 7 

Total consolidated $1,306 $1,295 $1,079 

(a) On DecemlKr 7,2009 and Januar>' ] D, 2010, Ihe North Carolina and South Carolina 
rate case settlement agreements were approved by the NCUC and PSCSC, respectively. 
Among other things, the rate case settlements included an annual base rate increase of 
$315 million in North Carolina lo be phased-ln primarily over a two-year period 
beginning January 1, 2010 and a $74 million annual base rate increase in South 
CarolinaeffectiveFebruary 1, 2010. 

(b) During 2010, a $99 million expense was recorded related to the 2010 voluntary 
severance plan (see Note 19). 

Duke Energy Ohio 

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

Franchised Electric and Gas transmits, distributes, and sells 
electricity In southwestem Ohio and generates, transmits, distributes, 
and sells electrid^ in northern Kentucky. Franchised Electric and Gas 
also transports and sells natural gas in southwestern Ohio and 
nori:hern Kentucky. It conducts operations primarily through Duke 
Energy Ohio and its whoily-owned subsidiaiy Duke Energy Kentucky. 

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

The remainder of Duke Energy Ohio's operations Is presented as 
Other. While It Is not considered an operating segment. Other 
primarily includes ceri:aln govemance costs allocated by its parent, 
Duke Energy (see Note 13). All of Duke Energy Ohio's revenues are 
generated domestically and its long-lived assets are all in the U.S. 
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Business Segment Data 

Unaffiliated 
Revenues'si 

Segment EBIT/ 
Consolidated 

(Loss) Income 
Before 

Income Taxes 
Depreciation and 

Amortization 
Capital 

Expenditures 
Segment 
. Assets 

Year Ended December 31, 2011 
Franchised Electric and Gas 
Commercial Powet̂ f' 

$1,474 
1,707 

$327 
133 

$168 
167 

$375 
124 

$ 6,293 
4,740 

Total reportable segments 
Other 
Eliniinationsand reclassifications 
Interest expense 
Interest income and other 

Total reportable segments 
Other*' 
Eliminations and reclassifications 
Interest expense 
Interest income and other 

Total reportable segments 
Other 
Elirninations and reclassifications 
Interest expense 
Interest income and other 

3,181 460 
(80) 

(104) 
14 

335 499 

3,329 (125) 
(93) 

(109) 
18 

400 446 

3,338 (69) 
(64) 

(117) 
10 

384 

11,033 
259 
(353) 

Total consolidated 

Ye r̂ Ended December 31,2010 
Franchised Electric and Gas'̂ iw) 
Commercial Power"̂ "" 

$3,181 

$1,623 
1,706 

$290 

$ 137 
(262) 

$335 

$226 
174 

$499 

$353 
93 

$10,939 

$ 6,258 
4,821 

11,079 
192 
(247) 

Total consolidated 

Year Ended December 31, 2009 
Franchised Electric and GasW 
Commercial Power̂ *' 

$3,329 

$1,578 
1,810 

$(309) 

$283 
(352) 

$400 

$205 
179 

$446 

$294 
139 

$11,024 

$ 6,091 
5,489 

433 11,580 
— 4 
— (73) 

Total consolidated $3,338 $(240) $384 $433 $11,511 

(a) 

(c! 

(dl 

(e) 

There was an insignificant amount of intersegment revenues for the year^ ended December 3 1 , 2011, 2010 and 2009. 
During 2010, a $24 million expense was recorded related to the 2010 voluntary severance and the consolidation ofcerlain corporate officefunctions from the Midwest to Charlotte, 
North Carolina (see Note 191. 
On July S, 2009, Ihe PUCO approved a $55 million annual increase in ratesfarelectricdeliveryservice. These new rates were effective July 13, 2009. Additionally, on December 29, • 
2003, HieKPSCappruvedaSiSrniKian increase in annual base natural gas rates. New rates went into effect January 4, 2010. 
In the second quarter of 2010, Franchised Electric and Gas recorded an impairment chaise of $216 million related to the Ohio Transmission and Distribution reporting unit. This 
impairment charge was not applicable to Duke Enei^ as this reporting unit has a lower carrying value at Duke Enei^. See Note 12 for additional Information. 
As discussed in Note 12, during the year ended DecemberSl, 2010, Commercial Power recorded impairment charges of $621 million, which consisted ofa S461 million goodwill 
impairment charge associated with the non-regulated Midwest generation operations and a $160 million charge to write-down the value of certain non-regulated Midwest generating 
assets and emission allowances primarily associated with these generation assets. Duhng ihe year ended DecemtierSI, 2009, Commercial Power recorded impaiment charges of $769 
million, which consisted of a $727 million goodwill impairment charge associated with the non-regulated Midwest generation operations and a $42 million charge to write-down the 
value of certain generating assets in the Midwest to their estimated fair value. 
Duke Energy Ohio eamed approximately 24% and 13% ot Its consolidaled operating revenues from PJM Interconnection, LLC(PJM1 In 2011 and 2010, respecfively. These revenues 
relate hs ttie sale of capacity and electricity from Commercial Power's gas-fired non-regulated gene'ation assets. In 2009 no single counterparty contributed 10% or more of consolidated 
operating revenue. 
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Duke E n a ^ Indiana 4. REGULATORY MATTERS 

Duke Energy Indiana has one reportable operating segment, 
Franchised Electric, which generates, transmits, distributes and sells 
electricity and conducts operations through Duke Eners/ Indiana, 
which consists ofthe regulated electric utility business in central, 
north central, and southern Indiana. 

The remainder of Duke Energy Indiana's operations is presented 
as Other. While it is not considered an operating segment, Other 
primarily includes certain governance costs allocated by Its parenL 
Duke Energy (see Note 13). 

At December 31, 2011, 2010, and 2009, all of Duke Energy 
Indiana's assets are owned by the Franchised Electric operating 
segment. For the years ended DecemberSl, 2011, 2010, and 
2009 all revenues, expenses, and capital and acquisition 
expenditures are from the Franchised Electric operating segment. 
There were no intersegment revenues for the years ended 
December 31, 2011, 2010, and 2009. All of Duke Energ/ Indiana's 
revenues are generated domestically and Its long-lived assets are in 
the U.S. 

Regulatory Assets and Liabilities. 

Asof DecemberSl, 2011 and 2010, the substantial majority 
of USFE&G's operations applied r^ulatoty accounting treatment. 
From 2009 through 2011, certain portions of Commercial Power's 
operations applied regulatoiy accounting treatment; however, 
effective November 2011, as a resultof the new Electric Security 
Plan (ESP), regulatoiy accounting treatment will no longer be applied. 
Accordingly, these businesses record assets and liabilities that result 
from the regulated ratemaking process that would not be recorded 
under GAAP for non-regulated entities. See Note 1 for further 
information. 

Business Segment Data 

(in millions) 

Segment EBIT/Consolidated Income 
Before Income Taxes 

Years Ended December 31, 
2011 2010 2009 

Franchised Electric'̂ ' $424 $650 $494 

Total reportable segment 424 
Other (59) 
Interest expense (137) 
Interest income 14 

650 
(87) 

(135) 
13 

494 
(46} 

(144) 
13 

Total consolidated $242 $441 $317 

(a! As discussed in Note 4, Duke Energy Indiana recorded pre-tax charges of $222 million 
and $44 million during the years ended December 31, 2011 and 2010, respectively, 
related to the Edwardsport IGCC plant that is cunenfiy under constniction. 
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Duke Ene i^ Registrants' R^ulatory Assets and Liabilities: 

(In millions) 

Regulatoty Assets '̂ 
Vacation accrual 
Under-recovery of fuel costs 
Hedge costs and other deferrals 
Post-in-service carrying costs and deferred operating expense'*̂ ''" 
Over-distribution of Bulk Power Marketing sharing 
Demand side management costs (DSM cost3)/Ener^ Efficiency 
Regional Transmission Organization (RTO) costs'iii 
SmartGrid 
Gasification services agreement buyout costs 
Other 

Total Current R^ulatory Assets'* 

Net regulatory asset related to income taxes'*' 
Accrued pension and post-retirement 
ARO costs 
Gasification services agreement buyout costs 
Deferred debt expense*̂ ' 
Post-In-service carrying costs and deferred operating expensê î'i* 
Under-recovery of fuel costs 
Hedge costs and other deferrals 
Storm cost deferrals 
Manufactured gas plant environmental costs 
Smart Grid 
Gallagher Units 1 & 3 
RTO costs""' 
DSM costs/Energ/ Efficiency 
Other 

Total Non-Current Regulatoiy Assets 

Total Regulatory Assets 

R^ulatory Liabilities! '̂ 
Nuclear property and insurance reserves 
DSM costsffl 
Gas purchase costs 
Over-recovery of fuel costs'" 
Other 

Total Current Regulator̂ / Liabilitiesfei 

Duke 
Energy 

$ 150 
38 
4 

31 
41 
43 
17 
9 

25 
16 

374 

892 
1,726 

191 
88 

122 
119 
13 

166 
18 
69 
32 
73 
80 
38 
45 

3,672 

$4,046 

$ 2 
41 
20 

6 
18 

87 

As af December 31, 2011 

Duke Ener^ Duke Enetgy 
Carolinas 

$ 70 
— 
3 

28 
41 
25 

5 
— 
— 
— 

172 

668 
734 
191 
— 
98 
31 
13 
91 
— 
— 
— 
— 
13 
38 
17 

1,894 

$2,066 

$ 2 
41 
— 
6 

13 

62 

Ohio 

$ 7 
10 

1 
— 
— 
— 
— 
9 

— 
1 

23 

77 
212 

— 
— 
8 

16 
— 
8 

18 
69 
32 
— 
74 
— 
6 

520 

$548 

$ -
— 
20 
_ 
2 

22 

Duke Energy 
Indiana 

$ 13 
28 
— 
3 

— 
18 
12 
— 
25 
15 

114 

147 
314 

_ 
88 
16 
72 
— 
67 

— 
— 
_ 
73 
— 
_ 
21 

798 

$912 

$ _ 
__ 
— 
_ 
3 

3 

Recovery/Refund 
Period Ends*" 

2012 
2012 
2012 
2012 
2012 
2012 
2012 
2012 
2012 
2012 

(h} 

<b) 

2043 
2018 
2041 

Ih) 

2013 
(bl 

Oil 

tb) 

(b) 

IW 

lb) 

(bl 

(b) 

2012 
2012 
2012 
2012 
2012 

Removal costs'̂ ' 
Nuclear property and liability reserves 
DSM costs'VEnergy Efficiency 
Accrued pension and other post-retirement benefits 
Commodity contract termination settlement 
Injuries and damages reservê *' 
Hedge costs and other deferrals'̂ ' 

2,586 
86 
27 
117 
23 
38 
12 

1,770 
86 
10 

38 

230 

17 
19 

590 

70 
23 

Other 

Total Non-Current Regulatory Uabilities 

Tota! Regulatory Uabililjes 

30 

2,919 

$3,006 

24 

1,928 

$1,990 

7 

273 

$295 

— 
683 

$686 

H) 

2043 

ib) 

2014 
(bl 

2016 

119 



PART 

DUKE ENERGY CORPORATION • DUKE ENERGYCAROLINAS, LLC • DUKE ENERGY OHIO, INC, • DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

As of Decetnber 3 1 , 2010 

Duke Duke Energy Duke Enetgy Duke Eneigy 
(in millions) Energy Can^inas Ohio Indiana 

Recovety/Refund 
Period Endsiw 

Regulatory'Assets'^' 
Vacation accrual 

Under-recovery of fuel costs 
Post-in-service carrying costs and deferred operating expense'^"" 
Over-distribution of Bulk Power Marketing sharing 
Other 

146 
31 
28 
35 
15 

$ 67 

28 
35 
6 

12 

Total Current Regulatory Assets'̂ ' 255 136 20 

Net regulatory asset related to income taxes'^' 780 
Accrued pension and post-retirement 1,616 
ARO costs 133 
Regulatory transition charges (RTC) 3 
Gasification services agreement buyout costs 129 
Deferred debt expense'^' 138 
Post-in-sen/Ice carrying "costs and deferred operating expense'̂ '™ 103 
Under-recovery of fuel costs 31 
Hedge costs and other deferrals 6 
Storm cost deferrals "• 33 
Manufactured gas plant environmental costs 60 
Smart Grid 28 
RTO costs"'"' 7 

601 
680 
133 

108 
11 
20 

78 
211 

9 
11 
1 
6 
21 
60 
28 
7 

Regulatoty Liabilities'^ 
Nuclear property and Insurance reserves 
DSM costs'" 
Gas purchase costs 
Over-recovery of fuel costs'*' 
Other 

52 
38 
25 

155 
9 

52 
38 

152 
5 

25 
3 
2 

Total Current Regulatory Liabilities'B* 279 247 30 

Removal costs'^' 

Nuclear property and liability reserves 
DSM costs'" 

Accrued pension and other post-retirement benefits 
Commodity contract termination settlement 
Injuries and damages reserve'̂ ' 
Hedge costs and other deferrals'^' 
Other 

2,465 
89 
57 
88 
28 
38 
75 
36 

1,684 
89 
52 

38 
60 
17 

220 

5 
20 

1 
19 

Total Non-Current Regulator/ Uabilities 2,876 1,940 265 

Total Regulatory Liabilities $3,155 $2,187 $295 

$ 13 
19 

2011 
2011 
2011 
2011 
2011 

41 

101 
316 

129 
21 
81 

12 

2043 
2011 
2018 
2040 

2012 

Other 

Total Non-Current Regulatory Assets 

Total Regulatory Assets 

78 

3,135 

$3,390 

23 

1,576 

$1,712 

5 

440 

$460 

50 

710 

$751 

2011 
c 

2011 
2011 

565 

58 
28 

li) 

2043 

2014 

2042 

651 

$653 

(a) All regulatory assets and liabilities are excluded from rate base unless otherwise noted. 
(bl Recavery/Refund period varies for these items with some currently unknown, 
(c) Duke Energy Carolinas is allowed to eam a retum on the North Caroiina portion of the ouBtanding balance. Duke B ier^ Carolinas does not earn a return on the South Carolina portion 

duing the refund period. 
(d) Included in Otfier within Current Assets on ihe Consolidated Baiance Sheets. 
(e) induded in rate base. 
10 Duke Energy Carolinas is required to pay interest on the outstanding balance. 
(g! Included in Other within Current Liabilities and on tfie Consolidated Balance Sheets. 
(h) Recovery is over the life of the associated asset. 
(il Incurred costs were deferred and are being recovered in rates. DukeEnergy Carolinas is currently over-recovered for these costs in the South Caroiina jurisdiction. For 2011 and 2010, 

expected refund period is three years and two years, resftectively, but isdependent on volume of sales. 
(j) Liability is extinguished over the lives of the associated assets. 
(k) Represents the latest recovery period acrossali jurisdictions in which the Duke Enetgy Registrants operate. Regulatory asset and liabilily balances may be collected or refunded sooner 

than me indicated date in certain j urisdictions, 
(I) Duke Energy Carolinas amounts are exduded from rate base. Duke Energy Ohio amounts are included in rate base. At Duke Energy Indiana, some amounts are induded and some are 

excluded from rate base, 
(m) Duke Energy Carolinas RTO costs reflect those from GhdSouth, while those from Duke Energy Ohio and Duke Energy Indiana are related to the Midwest Independent Transmission 

System Operator, Inc, (Midwest ISO]. 

120 



PART 

DUKE ENERGY CORPORATION • DUKE ENERGYCAROLINAS, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, INC, 

Combined Notes to Consolidated Financial Statements - (Continued) 

Restrictions on the Ability of Certain Subsidiaries to Malfe 
Dividends, Advances and Loans to Duke Enei^. 

As a condition to the Duke Energy and Cinergy Corp. (Cinergy) 
merger approval, the PUCO, the KPX, the PSCSC, the IURC and the 
NCUC imposed conditions (the Merger Conditions) on the ability of 
Duke Ener^ Carolinas, Duke Energy Ohio, Duke Energy Kentucky 
and Duke Energy Indiana to transfer funds to Duke Energy through 
loans or advances, as well as restricted amounts available to pay 
dividends to Duke Energy. Duke Energy's public utility subsidiaries 
may not transfer funds to the parent through intercompany loans or 
advances; however, certain subsidiaries may transfer funds to the 
parent by obtaining approval ofthe respective state regulatoiy 
commissions. Additionally, the Merger Conditions imposed the 
following restrictions on the ability of the public utility subsidiaries to 
pay cash dividends: 

Duke Energy Carolinas. Under the Merger Conditions, Duke 
Energy Carolinas must limit cumulative distributions to Duke Energy 
subsequent to the merger to (i) the amount of retained eamings on 
the day prior to the closing of the merger, plus{ii) any future earnings 
recorded by Duke Energy Carolinas subsequent to the merger. 

Duke Energy Ohio. Under the Merger Conditions, Duke Energy 
Ohio will not declare and pay dividends out of capital or unearned 
surplus without the prior authorization of the PUCO. In September 
2009, the PUCO approved Duke Energy Ohio's request to pay 
dividends out of paid-in capital up to the amount of the pre-merger 
retained earnings and to maintain a minimum of 30% equity in its 
capital structure. In November 2011, the FERC approved, with 
conditions, Duke Energ/ Ohio's request to pay dividends from its 
equiiy accounts that are reflective of the amount that it would have In 
its retained earnings account had push<lown accounting for the 
Cinergy merger not been applied to Duke Energy Ohio's balance 
sheet. The conditions include a commitment from Duke Energy Ohio 
that equiiy, adjusted to remove the impacts of push-down 
accounting, will not fall below 30% of total capital. In January 2012, 
the PUCO issued an order approving the payment of dividends in a 
manner consistent with the method approved In the November 2011 
FERC order. Under the Merger Conditions, Duke Energy Kentucky is 
required to pay dividends solely out of retained earnings and to 
maintain a minimum of 35% equity in its capital structure. 

DukeEnergy Indiana. Underthe Merger Conditions, Duke 
Energy Indiana shall limit cumulative distributions paid subsequent to 
the merger to (i) the amount of retained earnings on the day prior to 
the closing of the merger plusdi) any future earnings recorded by 
Duke Energy Indiana subsequent to the merger. In addition, Duke 
Energy Indiana will not declare and pay dividends out of capital or 
uneamed surplus without prior authorization of the IURC. 

Additionally, ceri:ain other subsidiaries of Duke Energy have 
restrictions on their ability to dividend, loan or advance funds to Duke 
Energy due to specific legal or regulatory restrictions, including, but 
not limited to, minimum working capital and tangible net worth 
requirements. 

The following table includes information regarding the 
Subsidiaiy Registrants and other Duke Energy subsidiaries' restricted 
net assets at December 31,2011. 

(in billions) 

Duke Duke 
Energy Energy 

Carolinas Ohioia' 

Total 
Duke Duke 

Energy Energy 
Indiana Subsidiaries 

Amounts that may not 
be transferred to 
Duke Energy without 
appropriate approval 
based on above 
mentioned Merger 
Conditions $3.3 $3.9 $1.3 $8.6 

(a) Asof DecemberSl. 2011, the equity balance available for payment of dividends. 
based on Ihe FERC and PUCO order discussed above, was $1,2 billion. 

Rate Related Infomiation. 

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

Duke Ener^ Ohio Standard Service Offer (SSO). 

Ohio law provides the PUCO authority to approve an electric 
utility's generation SSO. A SSO may include an ESP, which would 
allow for the pricing structures used by Duke Energy Ohio from 2004 
through 2011, or a Market Rate Offer (MRO), inwhlch pricing is 
determined through a competitive bidding process. On November 15, 
2010, Duke Energy Ohio filed for approval of an SSO to replace the 
then existing ESP that expired on December 31 , 2011. The filing 
requested approval of a MRO. On February 23, 2011, the PUCO 
stated that Duke Energy Ohio did not file an application for a five-year 
MRO as required under Ohio statute. On June 20, 2011, Duke 
Energy Ohio filed an application with the PUCO for approval of an, 
ESP for its customers beginning January 1, 2012, with rates In effect 
through May 31 , 2021. 

The PUCO approved Duke Energy Ohio's new ESP on 
November 22, 2011. The ESP includes competitive auctions for 
electric!^ supply for a term of Januaiy 1, 2012 through May 31, 
2015. The ESP also includes a provision fora non-bypassable 
stability chargeof $110 million per year to be collected from 
Januaty 1, 2012 through DecemberSl, 2014 and requires Duke 
Energy Ohio to transfer its generation assets to a non-regulated 
affiliate on or before DecemberSl, 2014. Duke Energy Ohio 
conducted initiai auctions on December 14, 2011 to sen/e SSO 
customers effective January 1, 2012. New rates for Duke Energy 
Ohio went into effect for SSO customers on January 1, 2012. On 
January 18, 2012, the PUCO denied a request for rehearing of its 
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decision on Duke Energy Ohio's ESP filed by Columbus Southern 
Power and Ohio Power Company. 

The ESP effectively separates the generation of electricity from 
Duke Energy Ohio's retail load obligation. As a result Duke Energy 
Ohio's generation assets no longer ser\/e retail load customers or 
receive negotiated pricing underthe ESP. The generation assets 
began dispatching all of their electricity into unregulated markets in 
Januaty 2012, Duke Energy Ohio's retail load obligation is satisfied 
through competitive auctions, the costs of which are recovered from 
customers. As a result, Duke Energy Ohio earns margin on the 
transmission and distribution of electricity only and not on the cost of 
the underiying energy. 

Duke Energy Carolinas North Carolina Rate Case. 

On July 1, 2011, Duke Energy Carolinas filed a rate case with 
the NCUC to request an average 15% increase in retail revenues, or 
approximately S546 million, with a rate of return on equity of 
11.5%. The increase is designed to recover the cost of the ongoing 
generation fleet modemization program, environmental compliance 
and other capital investments made since 2009, 

On NoverTiber 22, 2011, Duke Energy Carolinas entered into a 
settlement agreement with the North Carolina Utilities Public Staff 
(Public Staff). The terms of the agreement include an average 7.2% 
increase in retail revenues, or approximately $309 million beginning 
in February 2012. The proposed settlement includes a 10.5% retum 
on equity and a capital structure of 53% equity and 47% long-term 
debt. In order to mitigate the impact of the increase on customers, the 
agreement provides for (i) Duke Energy to waive its rigit to Increase 
the amount of construction work in progress in rate base for any 
expenditures associated with Cliffside Unit 6 above the North 
Carolina retail pori:ion included In the 2009 North Carolina Rate 
Case, (ii) the accelerated return of ceri:aln regulatory liabilities, related 
to accumulated EPA sulfur dioxide auction proceeds, to customers, 
which lowered the total impact to customer bills to an increase of 
approximately 7.2% in the near-term; and (lii) a one-time $11 
million shareholder contribution to agencies that provide energy 
assistance to low income customers. In exchange for waiving the 
right to increase the amount of construction work in process for 
Cliffside Unit 6, Duke Energy will continue to capitalize AFUDC on all 
expenditures associated with Cliffside Unit 6 not included in rate base 
as a result of the 2009 North Carolina Rate Case. 

The NCUC approved the settlement agreement in full by order 
dated January 27, 2012. 

Duke Energy Carolinas South Carolina Rate Case. 

On August5, 2011, Duke Energy Carolinas filed a rate case 
with the PSCSC to request an average 15% increase in retail 
revenues, or approximately S216 million, with a rate of return on 
equity of 11.5%. The increase Is designed to recover tine cost of the 
ongoing generation fleet modernization program, environmental 
compliance and other capital Investments made since 2009. 

On December?, 2011, Duke Energy Carolinas filed a revised 
settlement agreement with tiie Office of Regulatory Staff (ORS), 
Wal-Mart Stores East, LP ("Wal-Mart"), and Sam's East, Inc 
("Sam's"). The Commission of Public Works for the city of 
Sparisnburg, S.C. and the Spartanburg Sanitary Sewer District were 
not parties to tiie agreement; however, did not object to the 
agreement. The terms of the agreement include an average 5.98% 
increase in retail and commercial revenues, or approximately $93 
million beginning February 6, 2012. The proposed settiement 
includes a 10.5% return on equity, a capital structure of 53% equity 
and 47% long-term debt, and a one-time contribution of $4 million 
to Advance SC. 

The PSCSC approved the settlement agreement in full by order 
dated January 25, 2012. 

Duke Energy Indiana Energy EfTiciency. 

On September 28, 2010, Duke Energy Indiana filed a petition 
for new energ/ efficiency programs to enable meeting the lURC's 
energy efficiency mandates. Duke Energy Indiana's proposal requests 
recovery of costs through a rider including lost revenues and 
incentives for "core plus" energy efficiency programs and lost 
revenues and cost recovery for "core" energy efficiency programs. The 
hearing occurred in July 2011 and an order is expected in tiie first 
quarter of 2012. 

Duke Ener^ Indiana Storm Cost Deferrals. 

On July 14, 2010, the IURC approved Duke Energy Indiana's 
deferral of $12 million of retail jurisdictional stomi expense until the 
next retail rate proceeding. This amount represents a pori:ion of costs 
associated with a January 27, 2009 Ice storm, which damaged 
Duke Energy Indiana's distribution system. On August 12, 2010, the 
Indiana Office of Utility Consumer Counselor (OUCC) filed a notice of 
appeal with the IURC. On December 7, 2010, the IURC issued an 
order reopening this proceeding for review in consideration of tiie 
evidence presented as a result of an internal audit peri'ormed as part 
of an IURC investigation of Duke Energy Indiana's hiring of an 
attorney from the IURC staff which resulted in the lURC's termination 
of the employment of tine Chairman of the IURC. The audit did not 
find that the order conflicted with the staff report; however, it did note. 
that the staff report offered no specific recommendation to either 
approve or deny the requested relief, and that the original order was 
appealed. The IURC set a new procedural schedule to take 
supplemental testimony and an evidentiaty hearing was held in June 
2011. On October 19, 2011, the IURC issued an order denying 
Duke Energy Indiana the right to defer the storm expense discussed 
above. In November 2011, Duke Energy Indiana submitted notice of 
its intent to appeal the IURC order to the Indiana Court of Appeals. 

Duke Ene i^ Ohio Storm Cost Recovery. 

On December 11, 2009, Duke Energy Ohio filed an application 
with tiie PUCO to recover Hurricane Ike storm restoration costs of 
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$31 million through a discrete rider. The PUCO granted the request 
to defer the costs associated with the storm recovery; however, they 
further ordered Duke Energy Ohio to file a separate action pursuant to 
which the actual amount of recovety would be determined. On 
Januaty 11, 2011, the PUCO approved recovery of $14 million plus 
carrying costs which will be spread over a three-year period. Duke 
Energy Ohio filed an application for rehearing on Februaty 10, 2011, 
as did the consumer advocate, the office of the Ohio Consumers' 
Council (OCC). On March 9, 2011, the PUCO denied the rehearing 
requests of Duke Energy Ohio and the OCC. Duke Energy Ohio filed a 
notice of appeal with the Ohio Supreme Court on May 6, 2011 and 
briefs have been filed by Duke Energy Ohio and the PUCO. Oral 
arguments were held on Februao' 7,2012. A dedsion by the Ohio 
Supreme Court is forthcoming. 

Catjital Expansion Projects. 

Overview. 

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

Ditke Ener^ Carolinas William States Lee III Nuclear Station. 

In December 2007, Duke Energy Carolinas filed an application 
with the NRC, which has been docketed for review, for a combined 
Construction and Operating License (COL) for two Westinghouse 
APIOOO (advanced passive) reactors for the proposed William States 
Lee III Nuclear Station (Lee Nuclear Station) at a site In Cherokee 
Count/, South Carolina, Eachreactor is capable of producing 1,117 
MW. Submitting the COL application does not commit Duke Energy 
Carolinas to build nuclear units. Through several separate orders, the 
NCUC and PSCSC have allowed Duke Energy to Incur project • 
development and pre-constructlon costs for the project tiirough 
June 30, 2012, and up to an aggregate maximum amount of $350 
million. 

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

The NRC review of the COL application continues and the 
estimated receipt ofthe COL is In mid 2013. Duke Energy Carolinas 
filed with the D^^arfrnent of Energy (DOE) for a federal loan 

guarantee, which has the potential to significantly lower financing 
coste associated with the proposed Lee Nuclear Station; however, it 
was not among the four projects selected by the DOE for the final 
phase of due diligence for the federal loan guarantee program. The 
project could be selected in tbe future if the program funding is 
expanded or if any of the current finalists drop out of the program. 

Duke Energy Carolinas is seeking partners for Lee Nuclear 
Station by issuing options to purchase an ownership interest in the 
plant. In the first quarter of 2011, Duke Energy Carolinas entered into 
an agreement with JEA that provides JEA with an option to purchase 
up to a 20% undivided ownership interest in Lee Nuclear Station. 
JEA has 90 days following Duke Energy Carolinas' receipt of the COL 
to exercise the option. 

Duke Ene i^ Carolinas V.C. Summer Nuclear Station Letter of 

Intent. 

In July 2011, Duke Enetgy Carolinas signed a letter of intent 

with Santee Ctooper related to the potential acquisition by Duke 

Energy Carolinas of a five percent to ten percent ownership interest in 

the V.C. Summer Nuclear Station being developed by Santee Cooper 

and SCE&G near Jenkinsville, South Carolina, The letter of intent 

provides a path for Duke Energy Carolinas to conduct the necessary 

due diligence to determine if future participation in this project is 

beneficial for te customers. 

Duke Energy Carolinas Cliffside Unit 6. 

On March 21 , 2007, the NCUC issued an order allowing Duke 
Energy Carolinas to build an 800 MW coal-fired unit. Following final 
equipment selection and the completion of detailed engineering, 
Cliffside Unit 6 is expected to have a net output of 825 MW. On 
Januaty 31 , 2008, Duke Energy Carolinas filed ite updated cost 
estimate of $1.8 billion (excluding AFUDC of $600 million) for the 
approved new Cliffside Unit 6. In March 2010, Duke Energy 
Carolinas filed an update to the cost estimate of $1,8 billion 
(excluding AFUDC) with the NCUC where it reduced the estimated 
AFUDC financing costs to $400 million as a result of the December 
2009 rate case settlement with the NCUC that allowed the inclusion 
of construction work in progress in rate base prospectively. Duke 
Energy Carolinas believes that the overall cost of Cliffside Unit 5 will 
be reduced by $125 million In federal advanced clean coal tax 
credits, as discussed in Note 5. Cliffside Unit 5 is expected to begin 
operation by the end of 2012. Also, see Note 5 for information 
related to the Cliffside Unit 5 air permit. 

Duke Enet^ Carolinas Dan River and Buck Combined Cycle 

Facilities. 

In June 2008, the NCUC issued its order approving the 
Certificate of Public Convenience and Necessity (CPCN) applications 
to construct a 620 MW combined cycle natural gas fired generating 
facilit/ at each of Duke Energy Carolinas' existing Dan River Steam 
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station and Buck Steam Station. The Division of Air Quality (DAQ) 
issued a final air permit authorizing construction of the Buck and Dan 
River combined cycle natural gas-fired generating unite in October 
2008 and August 2009, respectively. 

In November 2011, Duke EnergyCarolinas placed Ite 620 MW 
Buck combined cycle natural gas-fired generation facility in service. 
This is the first of Duke Energy's key modernization projects to be 
commissioned. The Dan River project is expected to begin operation 
by the end of 2012. Based on the most updated cost estimates, total 
costs (including AFUDC) for the Buck and Dan River projecte are 
$700 million and $716 million, respectively. 

Duke Energy Indiana Edwardsport IGCC Plant. 

On September 7, 2006, Duke Energy Indiana and Southern 
Indiana Gas and Electric Company d/b/a Vectren Energy Delivety of 
Indiana (Vectren) filed a joint petition with the IURC seeking a CPCN 
for the constmction of a 618 MW IGCC power plant at Duke Energy 
Indiana's Edwardspori: Generating Stafion in Knox County, Indiana. 
The facility was initially estimated to cost approximately $1,985 
billion (including $120 million of AFUDC). In August 2007, Vectren 
formally withdrew its participafion 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 Energ/ Indiana a CPCN for the 
proposed IGCC project, approved the cost estimate of $1,985 billion 
and approved the timely recovery of coste related to the project. On 
January 25, 2008, Duke Energy Indiana received the final alrpermit 
from the Indiana Department of Environmental Management, The 
Citizens Action Coalition of Indiana, Inc, (CAC), Sierra Club, Inc., 
Save the Valley, Inc., and Valley Watch, Inc., all intervenors in the 
CPCN proceeding, have appealed the air permit. 

On May 1, 2008, Duke Energy Indiana filed ite first semi
annual IGCC rider and ongoing review proceeding with the IURC as 
required under the CPCN order issued bythe IURC. In ite filing, Duke 
Energy Indiana requested approval of a new cost estimate for the 
IGCC project of $2.35 billion (including $125 million of AFUDC) and 
for approval of plans to study carbon capture as required by the 
lURC's CPCN order. On Janua^ 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. 
On November 3, 2008 and May 1, 2009, Duke Energy Indiana filed 
Ite 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 ite fourth semi-annual IGCC rider and ongoing review proceeding 
with the IURC. As Duke Energy Indiana experienced design 
modifications, quantity increases and scope growth above what was 
anticipated from the prellminaty engineering design, capital coste to 
the IGCC project were anticipated to increase. Duke Energy Indiana 
forecasted that the additional capital cost items would use the 
remaining contingency and escalation amounte in the current $2.35 
billion cost estimate and add $150 million, excluding the impact 

associated with the need to add more contingency. Duke Energy 
Indiana did not request approval of an increased cost estimate in the 
fourth semi-annual update proceeding; rather, Duke Energy Indiana 
requested, and the IURC approved, a subdocket proceeding in which 
Duke Energy Indiana would present additional evidence regarding an 
updated estimated cost for the IGCC project and in which a more 
comprehensive review of the IGCC project could occur. The 
evidentiary hearing for the fourth semi-annual update proceeding was 
held April 6, 2010, and an interim order was received on July 28, 
2010. The order approves the implementation of an updated IGCC 
rider to recover coste incurred through September 30, 2009, effective 
immediately. The approvals are on an interim basis pending the 
outcome of the sub-docket proceeding involving the revised cost 
estimate as discussed further below. 

On April 16, 2010, Duke Energ/ Indiana filed a revised cost 
estimate for the IGCC project reflecting an estimated cost increase of • 
$530 million. Duke Energy Indiana requested approval ofthe revised 
cost estimate of $2.88 billion (including $160 million of AFUDC), and 
for continuation of tiie existing cost recovety treatment A major driver of 
the cost increase included quantiV increases and design changes, 
which impacted the scope, productivity and schedule of the IGCX; 
project. On September 17, 2010, an agreement was reached with the 
OUCC, Duke Energy Indiana Industrial Group and Nucor Steel — 
Indiana to increase tiie authorized cost estimate of $2.35 billion to 
$2.76 billion, and to cap ttie projects costs that could be passed on to 
customers at $2,975 billion. Any consQiiction cost amounts above 
$2.76 billion would be subject to a prudence review similar to most 
other rate base investmente in Duke Energy Indiana's next general rate 
increase request before frie IURC. Duke Energy Indiana agreed to 
accept a 150 basis point reduction in the equi^ retum for any project 
construction coste greater than $2.35 billion. Additionally, Duke Energy 
Indiana agreed not to file for a general rate case increase before March 
2012. Duke Enetgy Indiana also agreed to reduce depreciation rates 
eariier than would ottienwise be required and to forego a deferred tax 
incentiverelated to the IGCC project, Asa result of the settiement, Duke 
Energy Indiana recorded a pre-tax charge to eamings of approximately 
$44 million inthettiirdquarterof 2010 to reflect the impact of the 
reduction in the retjm on equi^. The charge is recorded in Goodwill 
and other impairment charges on Duke Energy's Consolidated 
Statement of Operations. This charge Is recorded in Impaitment chaises 
on Duke Energy Indiana's Consolidated Statemente of Operations. Due 
to the IURC investigation discussed below, the IURC convened a 
technical conference on November 3, 2010 related to the continuing 
need forthe Edwardsport IGCC facility. On December 9, 2010, the 
parties to the settlement withdrew the settiement agreement to provide 
an opportunity to assess whettier and to what extent tiie settiement 
agreement remained a reasonable allocation of risks and revvards and 
whether modifications to the settlement agreement were appropriate. 
Management determined that the approximate $44 million charge 
discussed above was not impacted by ttie withdrawal of the settlement 
agreement. 
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During 2010, Duke Energy Indiana filed petitions for its fifth and 
sixth semi-annual IGCC riders. Evidentiaty hearings are set for 
April 24, 2012 and April 25, 2012, respectively. 

The CAC, Sierra Club, Inc., Save the Valley, Inc., and Valley 
Watch, Inc. filed motions fortwo subdocket proceedings alleging 
improper communicafions, undue influence, fraud, concealment and 
gross mismanagement, and a request for field hearing In this 
proceeding, Duke Energy Indiana opposed the requeste. On 
February 25, 2011, the IURC Issued an order which denied the 
request for a subdocket to investigate the allegations of improper 
communications and undue influence at this time, finding there were 
other agencies better suited for such investigation. The IURC also 
found that allegations of fraud, concealment and gross 
mismanagement related to the IGCC project should be heard in a 
Phase II proceeding of the cost esfimate subdocket and set 
evidentiary hearings on both Phase I (cost estimate increase) and 
Phase II beginning In August 2011. After procedural delays, hearings 
began on Phase I on October 26, 2011 and on Phase II on 
November21,2011. 

On March 10, 2011, DukeEnergy Indiana filed testimony with 
the IURC proposing a framework designed to mitigate customer rate 
impacte associated with the Edwardsport IGCC project. Duke Energy 
Indiana's filing proposed a cap on the project's consttuction coste, 
(excluding financing coste), which can be recovered through rates at 
$2,72 billion, It also proposed rate-related adjustments that will lower 
the overall customer rate increase related to the project from an 
average of 19% to approximately 16%. The proposal is subject to the 
approval ofthe IURC in the Phase I hearings. 

On November 30, 2011, Duke Energy Indiana filed a petifion 
with the IURC in connection with ite eighth semi-annual rider request 
for the Edwardsport IGCC project. Evidenfiary hearings for the seventh 
and eight semi-annual rider requeste are scheduled for August 6-7, 
2012. 

On June 27, 2011, Duke Energy Indiana filed testimony with 
the IURC in connection with ite seventh semi-annual rider request 
which included an update on the current cost forecast of the 
Edwardsport IGCC project. The updated forecast excluding AFUDC 
increased from $2.72 billion to $2.82 billion, not Including any 
contingency for unexpected start:-up evente. On June 30, 2011, the 
OUCC and Intervenors filed testimony in Phase 1 recommending that 
Duke Energy Indiana be disallowed costrecovery of any ofthe 
additi'onal cost esfimate Increase above the previously approved cost 
estimate of $2.35 billion. Duke Energy Indiana filed rebuttal 
testimony on August 3, 2011. 

In the subdocket proceeding, on July 14, 2011, the OUCC and 
certain inten/enors filed testimony in Phase 11 alleging that Duke 
Energy Indiana concealed infotmation and grossly mismanaged the 
project, and therefore Duke Enetgy Indiana should only be permitted 
to recover from customers $1,985 billion, theoriginal IGCC project 
cost esfimate approved bythe IURC, Other inten/enors recommended 
that Duke Energy Indiana not be able to rely on any cost recovety 

granted under ttie CPCN or the first cost increase order. Duke Energy 
Indiana believes it has diligentiy and pmdently managed the project. 
On September 9, 2011, Duke Energy defended against the 
allegations in ite responsive testimony. The OUCC and intervenors 
filed theirfinal rebuttal testimony in Phase 11 on or before October 7, 
2011, making similar claims of fraud, concealment and gross 
mismanagement and recommending the same outeome of limiting 
Duke Energy Indiana's recovety to the $1,985 billion initial cost 
estimate. Additionally, the CAC parties recommended that recovety 
be limited to the ooste incured on the IGCC project as of 
November 30, 2009 (Duke Enet^ Indiana estimates it had 
committed coste of $1,5 billion), with further IURC prxeedings to be 
held to determine the financial consequences of this 
recommendation. 

On October 19, 2011, Duke Energy revised its project cost 
estimate from approximately $2.82 billion, excluding financing costs, 
to approximately $2.98 billion, excluding financing coste. The revised 
esfimate reflecte additional cost pressures resulting from quantity 
increases and the resulting Impact on fiie scope, productivity and 
schedule ofthe IGCC project. Duke Energy Indiana previously 
proposed to the IURC a cost cap of approximately $2.72 billion, plus 
the actual AFUDC that accrues on that amount. As a result, Duke 
Energy Indiana recorded a pre-tax impairment charge of 
approximately $222 million in the ttiird quarter of 2011 related to 
coste expected to be incurred above the cost cap. This charge is in 
addifion to a pre-tax impairment charge of approximately $44 million 
recorded in the third quariier of 2010 as discussed above. These 
charges are recorded in Goodwill and other impairment charges on 
Duke Energy's Consolidated Statement of Operations, and in 
Impairment charges on Duke Energy Indiana's Consolidated 
Statements of Operations. The cost cap, if approved by the IURC, 
limite the amount of project construction coste that may be 
incotporated into customer rates In Indiana. As a result of the 
proposed cost cap, recovery of these cost increases is not considered 
probable. Addifional updates to the cost estimate could occur through 
the completion ofthe plant in 2012. 

Phase I and Phase II hearings concluded on January 24, 2012. 
Final orders from the IURC on Phase I and Phase II of ttie subdocket 
and ttne pending IGCC rider proceedings are expected no sooner than 
the end of the third quari:er 2012. 

Duke Eriergy is unable to predict the ultimate outcome of these 
proceedings. In the event tiie IURC disallows a portion of the plant 
coste, including financing costs, or if cost esfimates for the plant 
increase, addifional charges to expense, which could be material, 
could occur. Construction ofthe Edwardsport IGCC plant Is ongoing 
and Is currentiy expected to be completed and placed in-setvice in 
2012. 

Duke Energy Indiana Carbon Sequestration. 

Duke Energy Indiana filed a petition with the IURC requesfing 

approval of ite plans for studying carbon storage, sequestration and/or 
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enhanced oil recovery for the carbon dioxide (CO2) from the 
Edwardsport IGCC facilily on March 6, 2 0 0 9 . On July 7, 2 0 0 9 , 
Duke Energy Indiana filed ite case-in-chief testimony requesting 
approvalforcostrecovery of a $ 1 2 1 million site assessment and 
characterizafion plan for CO2 sequestration options including deep 
saline sequestration, depleted oil and gas sequestrafion and 
enhanced oil recovery for the 002 trom the Edwardsport IGCC facility. 
The OUCC filed testimony supportive of the continuing study of 
carbon storage, but recommended that Duke Energy Indiana break Its 
plan into phases, recommending approval of only $ 3 3 million In 
expenditures at this fime and deferral of expenditures rather than cost 
recovety through a tracking mechanism as proposed by Duke Energy 
Indiana. The CAC, an inten/enor, recommended against approval of 
the carbon storage plan staring customers should not be required to 
pay tor research and development coste. Duke Energy Indiana's 
rebuttal testimony was filed October 3 0 , 2 0 0 9 , wherein it amended 
ite request to seek deferal of $ 4 2 million to cover the carbon storage 
site assessment and characterization activifies scheduled to occur 
through the end of 2 0 1 0 , with further required study expenditures 
subject to foture IURC proceedings. An evidenfiary hearing was held 
on November 9, 2 0 0 9 . 

Duke E n e i ^ Indiana IURC Investigation. 

On October 5, 2 0 1 0 , the Governor of Indiana terminated the 
employment of the Chairman of the IURC in connecfion with Duke 
Energy Indiana's hiring of an attorney from the IURC staff. As 
requested by the governor, the Indiana Inspector General inifiated an 
investigation into whether the IURC attomey violated any state etiiics 
mles, and the IURC announced it would internally audit the Duke 
Energy Indiana cases dating from January 1 , 2010th rough 
September 30 , 2 0 1 0 , on which this attorney worked while at the 
IURC, which includes the Indiana storm costs deferral request 
discussed above, as well as all Edwardsport IGCC cases dafing back 
to 2005- Duke Energy Indiana engaged an outeide law firm to 
conduct ite own investigation regarding Duke Energy Indiana's hiring 
of an IURC attorney and Duke Energy Indiana's related hiring 
practices. On October 5, 2 0 1 0 , Duke Energy Indiana placed the 
attomey and President of Duke Energy Indiana on administrative 
leave. They were subsequentiy terminated on November 8, 2 0 1 0 . 
On December 7 , 2 0 1 0 , the IURC released ite internal audit findings 
concluding that the previous rulings were supported by sound, legal 
reasoning consistent wi th the Indiana Rules of Evidence and 
historical practice and procedures o f the IURC and that the previous 
mlings appeared to be balanced and consistent among the pari:ies. 
The audit concluded it did not reveal any bias or a resultant unfair 
advantage obtained by Duke Energy Indiana as a result of the 
evidentiary njlings of the former IURC attorney. As noted above, in 
the storm cost deferral case, the IURC found no conflict between the 
order and the staff report; however, tiie audit report noted the staff 
report offered no specific recommendafion to either approve or deny 
fine requested relief and that this was the only order tiiat was subject 

to an appeal. As such, the IURC reopened that proceeding for further 
review and consideration of the evidence presented. The Inspector 
General's investigation into whether the former IURC attorney violated 
any state ethics rules was the subject of an Indiana Ethics 
Commission hearing that was held on April 14, 2 0 1 1 , and a final 
repori: was Issued on May 14, 2 0 1 1 , The final report pertained only 
t o theconduc to f the fo rmer IURC attorney as Duke Energy Indiana 
was not a subject of the investigation. 

Potential Plant Retirements. 

Duke E n e r ^ Generating Facility Retirements. 

Duke EnergyCarolinas, Duke Energy Indiana, Duke Energ/ 
Ohio and Duke Enetgy KentiJcky each periodically file In t^ ra ted 
Resource Plans (IRP) wit i i their state r^ulatoty commissions. The 
IRPs provide a view of forecasted energy needs over a long term 
(15-20 years), and options being considered to meet those needs. 
The IRP's filed by Duke Energy i3arolinas, DukeEnergy Indiana, 
Duke Energy Ohio and DukeEnergy Kentucky in 2 0 1 1 and 2 0 1 0 
included planning assumpfions to potentially retire by 2015 , certain 
coal-fired generating facilities in North Carolina, South Carolina, 
Indiana, Ohio and Kentucky that do not have the requisite emission 
control equipment, primarily to meet EPA regulafions that are not yet 
effective. The table below contains, asof DecemberS l , 2 0 1 1 , the 
net carrying value of these facilifies that are in the Consolidated 
Baiance Sheets. 

Duke Duke Energy Duke Energy Duke E n e i ^ 
Energy Carolinas<^i Ohio">«») lndiana'<^> 

MW 
Remaining net 

book value 
{tn millions)!* 

Remaining 
non-current 
regulatory 
assets 

3,329 

$ 353 

$ 73 

1,356 

S 199 

1,025 

$ 14 

948 

$140 

$ 73 

(al Includes Dan River, Riverbend, Lee and Buck units 5 and 6. Duke Energ)* Carolinas 
has committed to retire 1,667 f^lWir conjunction with a Cliffeide air peimit settlement, 
of wt i ichSl l MW have already been retired as of DecemberSl, 2011. See Note 5 for 
additional information related to the Cliffside air petmit. 

(b) Includes Beckjord and Miami Fort unit 6. 
(c) includes Wabash River units 2-6 and Gallagher units 1 and 3, 
(d) included In Properly, piant and equipment, netas of Decemtier 31, 2011, on the 

Consolidated Balance Sheets. 
(e) Beci(jotd has no remaining net book value — See Note 12 for additional information. 
(ri On February 1, 2012, 280 MW for Gallagher units 1 and 3 were retired by Duke 

Enetgy Indiana. In its December 28, 2011 order, the IURC allowed recovery of and 
returnon the carrying value ofthe Galla^er units over the original life of these units 
and dassiRcation of this amount as a reguiatoiv asset 

Duke Energy confinues to evaluate the potential need to retire 
these coal-fired generating facilifies earlier than the current esfimated 
useful lives, and plans to seek regulatory recovery fo'r amounts fiiat 
would not be otherwise recovered when any of these assets are 
retired. 
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other Matters. 

Duke Ene i^ Ohm and Duke Energy Kentucky Regional 

Transmission Oi^nization Realignment. 

Duke Energy Ohio, which includes its wholly-owned subsidiary 

Duke Energy Kentucky, transferred control of its transmission assels 

to effect a Regional Transmission Organization (RTO) realignment 

from the Midwest Independent Transmission System Operator, Inc. 

(Midwest ISO) to PJM, effective December 31, 2011. 

On December 16, 2010, FERC Issued 9n order related to the 
Midwest ISO's cost allocafion methodology surrounding Mulfi-Value 
Projects (MVP), a type of Midwest ISO Transmission Expansion 
Planning (MTEP) project cost. The Midwest ISO expecte that MVP 
will Hind the costs of large transmission projects designed to bring 
renewable generation from the upper Midwest to load centers in the 
eastern portion ofthe Midwest ISO footprint. The Midwest ISO 
approved MVP proposals with estimated project costs of 
approximately $5.2 billion prior to the date of Duke Energy Ohio's exit 
from ttie Midwest ISO on December 31 , 2011. These projects are 
expected to be undertaken by the constructing transmission owners 
from 2012 through 2020 with costs recovered through the Midwest 
ISO over the useful life of the projecte. The FERC order did not clearly 
and expressly approve the Midwest ISO's apparent interpretation that 
a withdrawing transmission owner is obligated to pay its share of 
costs of all MVP projects approved by the Midwest ISO up to the date 
of the withdrawing transmission owners' exit from the Midwest ISO. 
Duke Energy Ohio, including Duke Energy Kentucky, has historically 
represented approximately five-percent of the Midwest ISO system. 
The Impact of this order is not fully known, but could result in a 
substantial increase in the Midwest ISO transmission expansion costs 
allocated to Duke Energy Ohio and Duke Energy Kentucky 
subsequent to a withdrawal from the Midwest ISO. Duke Energy Ohio 
and Duke Energy Kentucky, among other parties, sought rehearing of 
the FERC MVP order. On October 21 , 2011, the FERC issued an 
order on rehearing in this matter largely affirming its original MVP 
order and condifionally accepfing Midwest ISO's compliance filing as 
well as determining that the MVP allocafion methodology Is 
consistent with cost causation principles and FERC precedent. The 
FERC also reiterated that it will not prejudge any settlement 
agreement between an RTO and a withdrawing transmission owner 
for fees that a withdrawing transmission owner owes to the RTO., The 
order further states that any such fees that a withdrawing 
transmission owner owes to an RTO are a matter for those parties to 
negotiate, subject to review by fine FERC. The FERC also ruled that 
Duke Energy Ohio and Duke Energy Kentucky's challenge ofthe 
Midwest ISO's ability to allocate MVP costs to a withdrawing 
transmission owner is beyond the scope ofthe proceeding. The Order 
further stated that Midwest ISO's tariff withdrawal language 
establishes that once cost responsibility for transmission upgrades is 
determined, withdrawing transmission owners retain any costs 
Incurred prior to tbe withdrawal date, In order to preserve ttieir r i^ts. 

Duke Energ/ Ohio and Duke Energy Kentucky filed an appeal of the 
FERC order in the D.C. Circuit Court of Appeals. The case was 
consolidated with appeals of the FERC order by other parties in the 
Seventh Circuit Court of Appeals. 

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

On April 26, 2011, Duke Energy Ohio, Ohio Energy Group, The 
Office of Ohio Consumers' Counsel and the Commission Staff filed an 
Application and a Stipulation with the PUCO regarding Duke Energy 
Ohio's recovery via a non-bypassable rider of certain costs related to 
its proposed RTO realignment. Underthe Sfipulation, Duke Energy 
Ohio would recover all MTEP costs, including but not limited to MVP 
costs, directly or indirectly charged to Duke Energ/ Ohio retail 
customers. Duke Energy Ohio would not seek to recover any portion 
of the Midwest ISO exit obligation, PJM integration fees, or intemal 
costs associated with the RTO realignment and the first $121 million 
of PJM transmission expansion costs from Ohio retail customers. 
Duke Energy Ohio also agreed to vigorously defend against any 
charges for MVP projects from Midwest ISO. On May 25, 2011, the 
Sfipulation was approved by the PUCO. An application for rehearing 
filed by Ohio Partners for Affordable Energy was denied by tiie PUCO 
onJuly l5, 2011. 

On October 14, 2011, Duke Energy Ohio and Duke Energy 
Kentucky filed an application with the FERC to establish new 
wholesale customer rates for transmission service under PJM's Open 
Access Transmission Tariff. In this filing, Duke Energy Ohio and Duke 
Energy Kentucky are seeking recovery of their legacy MTEP costs, 
The new rates went into effect, subject to refund, on January 1, 
2012. Protests were filed by certain transmission customers. The 
matter Is pending response from FERC. 

On November 2, 2011, the Midwest ISO, the Midwest ISO 
Transmission Owners, Duke Energy Ohio and Duke Energy Kentucky 
jointly submitted to the FERC a filing that addresses the treatment of 
MTEP costs, excluding MVP costs. The November 2, 2011 filing, 
which was accepted byfrieFERC on December 30, 2011, provides 
that the MISO Transmission Owners will continue to be obligated to 
construct the non-MVP MTEP projects, for which Duke Energy Ohio 
and Duke Energy Kentijcl^ will continue to be obligated to pay a 
portion ofthe costs. Ukewise, transmission customers sen/ing load-in 
the Midwest ISO will continue to be obligated to pay a portion ofthe 
costs of a previously identified non-MVP MTEP project that Duke 
Energy Ohio has constructed. 
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On December 29, 2011, Midwest ISO filed with FERC a 
Schedule 39 to the Midwest ISO's tariff. Schedule 39.provide5 for the 
allocation of MVP costs to a withdrawing owner based on the owner's 
actual transmission load after the owner's withdrawal from the 
Midwest ISO, or, if the owner fails to report such load, based on the 
owners historical usage in the Midwest ISO assuming annual load 
growth. On January 19, 2012, Duke Energy Ohio and DukeEnergy 
Kentucky filed with FERC a protest of the allocafion of MVP costs to 
them under Schedule 39. On February 27, 2012, the FERC 
accepted Schedule 39 as a just and reasonable basis for the Midwest 
ISO to charge for MVP costs, a transmission owner that withdraws 
from the Midwest ISO after Januaiy 1, 2012. The FERC set hearing 
and settlement procedures regarding whether the Midwest ISO's 
proposal to use the methodology in Schedule 39 to calculate the 
obligation of transmission owners who withdrew from the Midwest 
ISO prior to Januaiy 1, 2012 (such as Duke Energy Ohio and Duke 
Energy Kentucky) to pay for MVP costs is consistent with the MVP-
related withdrawal obligations in the tarifi' at the time that they 
withdrew from ttie Midwest ISO, and, if not, what amount of, and 
methodology for calculating, any MVP cost responsibility should be. • 

On DecemberSl, 2011, Duke Energ'Ohio recorded a liability 
for its Midwest ISO exit obligation and share of MTEP costs, excluding 
MVP, of approximately $110 million. This liability was recorded 
within Other in Current liabilities and Other in Deferred credits and 
other liabilifies on Duke Energy Ohio's consolidated balance sheet 
upon exit from the Midwest ISO on December 31 , 2011. 
Approximately $74 million of this amount was recorded as a 
regulatory asset while $36 million was recorded to Operation, 
maintenance and otiier in Duke Energy Ohio's consolidated 
statement of operations. In addition to the above amounts, Duke 
Energy Ohio may also be responsible for costs associated with the 
Midwest ISO MVP projects. Duke Energy Ohio is contesting its 
obligafion to pay for such costs. However, depending on the final 
outcome of this matter, Duke Energy Ohio could incur material costs 
associated with MVP projects, which are not reasonably estimable at 
this time. Regulatory accounfing treatinent will be pursued for any 
costs incurred in connection with tiie resolution of this matter. 

5. COMMITMENTS AND CONTINGENCIES 

General Insurance 

The Duke Energy Registrants carry insurance and reinsurance 
coverage either directly or through indemnification from Duke 
Energy's captive insurance company. Bison, and its affiliates, 
consistent with companies engaged in similar commercial 
operafions with similar type properties. The Duke Energy 
Registrants' coverage includes (i) commercial general liability 
coverage for liabilities arising to third parties for bodily injuiy and 
property damage resulfing from the Duke Energy Registrants' 
operations; (ii) workers' compensafion liability coverage to statutory 

limits; (iii) automobile liability coverage for all owned, non-owned 
and hired vehicles covering liabilities to third parties for bodily injury 
and properly damage; (Iv) insurance policies in support of the 
indemnification provisions ofthe Duke Energy Registrants' by-laws 
and (v) property coverage for all real and personal property damage, 
excluding electric transmission and distribution lines, including 
damages arising from boiler and machinery breakdowns, 
earthquake, flood damage and extra expense. All coverage is 
subject to certain deductibles or retentions, sublimits, terms and • 
condifions common for companies with similar types of operations. 

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

Nuclear Insurance 

Duke Energy Carolinas owns and operates the McGuire and 
Oconee Nuclear Stations and operates and has a partial ownership 
interest In the Catawba Nuclear Station. The McGuire and Catawba 
Nuclear Stations each have two nuclear reactors and the Oconee 
Nuclear Station has three. Nuclear insurance includes; nuclear 
liability coverage; property, decontamination and premature 
decommissioning coverage; and business interruption and/or exti'a 
expense coverage. The other joint owners of the Catawba Nuclear • 
Station reimburse Duke Energy Carolinas for certain expenses 
associated with nuclear insurance premiums per the Catawba 
Nuclear Station joint owner agreements. The Price-Anderson Act ' 
requires Duke Energy to provide for public nuclear liabilily claims 
resulting from nuclear incidents to the maximum tt)tal financial 
protecfion liability, which currently is $12.6 billion. 

Primary Nuclear Liability Insurance. 

Duke Energy has purchased the maximum reasonably available 
private primary nuclear liability insurance as required tiy law, which 
currentiy is $375 million. 

Excess Nuclear Liability Program. 

This program provides $12.2 billion of coverage through the 
Price-Anderson Act's mandatory industty-wide excess secondary 
financial protection programof risk pooling. The $12.2 billion Is the 
sum of the current potential cumulative retrospective premium 
assessments of $117,5 million per licensed commercial nuclear 
reactor. Thiswould be increased by $117,5 miliion for each 
additional commercial nuclear reactor licensed, or reduced by 
$117.5 millionfor nuclear reactors no longer operational and maybe 
exempted from the risk pooling program. Under this program, 
licensees could be assessed retrospective premiums to compensate 
for public nuclear liability damages in the event of a nuclear incident 
atany licensed facility in the U.S, If such an incident should occur 
and public nuclear liability damages exceed primary nuclear liability 
insurance, licensees may be assessed up to $117.5 million for each 
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of their licensed reactors, payable at a rate not to exceed $17.5 
million a year per licensed reactor for each incident. The assessment 
and rate are subject to indexing for inflation and may be subject to 
state premium taxes, The Price-Anderson Act provides for an infiation 
adjustinent at least eveiy five years witii the last adjusttnent effective 
October 2008. 

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

Primary Property Insurance. 

This policy provides $500 million of primaiy property damage 
coverage, witii a $2.5 miliion deductible per occurrence obligation, 
for each of Duke Energy Carolinas' nuclear facilities. 

ficcess Property Insurance. 

This policy provides excess proper^, decontamlnafion and 
decommissioning liability insurance: $2.25 billion forthe Catawba 
Nuclear Station and $1 billion each for the Oconee and McGuire 
Nuclear Stations. The Oconee and McGuire Nuclear Stations also 
share an additional $1 billion insurance limit above their dedicated 
$1 billion underlying excess. This shared additional excess $1 billion 
limit is not subject to reinstatement in the event of a loss, 

Accidental Outage Insurance. 

This policy provides business interruption and/or extra expense 
coverage resulfing from an accidental property damage outage of a 
nuclear unit. Each McGuire and Catawba unit is insured for up to 
$3.5 million per week, and the Oconee units are insured for up to 
$2.8 million per week. Coverage amounts decline if more than one 
unit is involved in an accidental outage. Initial coverage begins after a 
12-week deductible period for Catawba and a 26-week deductible 
period for McGuire and Oconee and continues at 100% for 52 
weeks and 80% for tiie next 110 weeks. The McGuire and Catawba 
policy limit Is $490 million and the Oconee policy limit is $392 
million. 

Losses resulting from non-certified acts of terrorism are covered 
as common occurrence, such that if non-certified terrorist acts occur 
against one or more commercial nuclear power plants insured by 
NEIL within a 12 month period, tiiey would be treated as one event 
and the owners of the plants where the act occurred would share one 
full limitof liability {currently $3.2 billion) 

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

Pursuant to regulations of the NRC, each company's property 
damage insurance policies provide tiiat all proceeds from such 
Insurance be applied, first, to place the plant in a safe and stable 

condition after a qualifying accident, and second, to decontaminate 
before any proceeds can be used for decommissioning, plant repair or 
restoration. 

In tiie event of a loss, Uie amount of insurance available might not 
be adequate to cover property damage and other expenses incurred. 
Uninsured losses and other expenses, to fine extent not recovered by 
otiier sources, could have a material effect on Ouke Energy Carolinas' 
results of operations, cash flows or financial position. 

The maximum assessment amounts include 100% of Duke 
Energy Carolinas' potential obligation to NEIL for the Catawba 
Nuclear Stafion. 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 tiie Price-Anderson Acfs excess secondary financial protection 
program of risk pooling, or the NEIL policies. 

Enwronmental 

Duke Energy is subject to international, federal, state and local 
regulations regarding air and water quality, hazardous and solid 
waste disposal and other environmental matters. Duke Energy 
Carolinas, Duke Energy Ohio and Duke Eneigy Indiana are subject to 
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 fime to fime, imposing new 
obligafions on fiie Duke Energy Registrants. 

The following environmental matters Impact all of the Duke 
Energy Registrants, 

Remediation Activities. 

The Duke Energy Registrants are responsible for environmental 
remediation at various contaminated sites. These include some 
properties tiiat are part of ongoing operations and sites formerly 
owned or used by Duke Energy enti'ties. In some cases, Duke Energy 
no longer owns the property. Managed in conjunction with relevant 
federal, state and local agencies, activities vary with site conditions ., 
and locations, remediation requirements, complexity and sharing of 
responsibility. If remediation activities involve statutory joint and 
several liability provisions, strict liability, or cost recovery or 
contribution actions, the Duke Energy Registrants could potentially be 
held responsible tor contamination caused by other parties. In some 
instances, the Duke Energy Registrants may share liability associated 
with contamination with other potentially responsible parties, and 
may also benefit from Insurance policies or contractual indemnities 
that cover some or all cleanup costs. Reserves associated with 
remediation activities at certain sites have been recorded and it is 
anficipated that additional costs associated with remediafion activities 
at certain sites will be incun^ed in the future. All of these sites 
generally are managed in the normal course of business or affiliate 
operations. 

The Duke Energy Registrants have accrued costs associated 
with remediation activifies at some of its current and former sites, as 
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well as other relevant environmental confingent 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 remediafion 
activifies within the Duke Energy Registrants' operations are typically 
expensed unless regulatory recoveiy ofthe costs is deemed probable. 

As of December 31 , 2011, Duke Energy Ohio had a total 
reserve of $23 million, related to remediation work at certain former 
manufactured gas plant (MGP) sites. Duke Energy Ohio has received 
an order from the PUCO to defer the costs incurred, As of 
December 3 1 , 2011, Duke Energy Ohio has deferred $59 million of 
costs related to ttie MGP sites. The PUCO will rule on the recovety of 
these costs at a future proceeding. Management believes it is 
probable that additional liabilities will be incurred as work progresses 
at Ohio MGP sites; however, costs associated witii future remediation 
cannot currently be reasonably esfimated. 

Clean Water Act 316(b}. 

The EPA published its proposed cooling water intake structures 
njle on April 20, 2011. Duke Energy submitted comments on the 
proposed rule on August 16, 2011. The proposed rule advances one 
main approach and three alternatives, The main approach 
establishes aquatic protection requirements for existing facilities and 
new on-site facility additions that withdraw 2 million gallons or more 
of water per day from rivers, streams, lakes, reservoirs, estuaries, 
oceans, or otiier U.S. waters for cooling purposes. Based on tiie main 
approach proposed, most, if not all ofthe 23 coal and nuclear-fueled 
generafing facilities in which the Duke Eneigy Registrants are either a 
whole or partial owner are likely affected sources. Additional sources, 
including some combined-cycle combustion turbine facilities, may 
also be impacted, at least for intake modifications. 

The EPA has plans to finalize the 315(b) rule in July 2012. 
Compliance with portions of the rule could begin as early as 2015, 
Because of the wide range of potential outcomes, including the other 
three alternative proposals, the Duke Energy Registrants are unable to 
estimate its costs to comply at tiiis fime. 

CrosS'State Air Pollution Rule (CSAPR). 

On August 8, 2011, the final Cross-State Air Pollufion Rule 
(CSAPR) was published In the Federal Register. The CSAPR 
established state-level annual SO2 and NO;,; budgets that were to take 
effect on January 1, 2012, and state-level ozone-season NÔ , budgets 
that were to take effect on May 1, 2012, allocating emission 
allowances to affected sources in each state equal to the state budget 
less an allowance set-aside for new sources. The budget levels were 
set to decline in 2014 for many states, including each state that the 
Duke Energ/ Registrants operate in, except for South Carolina where 
the budget levels were to remain constant. The rule allowed botii 
intrastate and interstate allowance trading. 

Numerous petitions for review of tiie CSAPR and mofions for 
stay of the CSAPR were filed with the United States Court of Appeals 
forthe.District of Columbia. On [December 30, 2011 thecourt 
ordered a stay of the CSAPR pending the court's resolution of the 
various petitions for review, Based on the court's order, the EPA 
continues to administer the Clean Air Interstate Rule that the Duke 
Energ/ Registrants have been complying with since 2009 and which 
was to be replaced by the CSAPR beginning in 2012. Oral 
arguments in the case are scheduled for April 13, 2012, with a court 
decision expected in the third quarter of 2012, 

The sttingency of the 2012 and 2014 CSAPR requirements 
varied among the Duke Energy Registrants. Where the CSAPR 
requirements were to be constraining, activities to meet the 
requirements could include purchasing emission allowances, power 
purchases, curtailing generafion and utilizing low sulfur fuel. The 
CSAPR was not expected to result in Duke Energy Registrants adding 
new emission controls. Technical adjustments to the CSAPR recently 
finalized by the EPA will not materially impact the Duke Energy 
Registrants. The Duke Energy Registrants cannot predict the outcome 
of the litigation or how it might affect the CSAPR requirements as they 
apply to the Ouke Energy Registrants. See Note 12 for further • 
information regarding Impairment of emissions allowances as a result 
of the CSAPR. 

Coal Combustion Product (CCP) Management. 

Duke Energy currentiy estimates that it will spend $259 million 
($78 million at Duke Energy Carolinas, $63 million at Duke Energy 
Ohio and $118 million at Duke Energy Indiana) over the period 
2012-2016 to install synthetic caps and liners at exisfing and new 
CCP landfills and to convert some of its CCP handling systems from 
wet to dry systems to comply with current regulations. The EPA and a 
number of states are considering additional regulatory measures that 
will contain specific and more detailed requirements for the 
management and disposal of CCPs, primarily ash, from the Duke 
Energy Registrants' coal-fired power plants. On June 21, 2010, the 
EPA issued a proposal to regulate, underthe Resource Conservafion 
and Recovery Act, coal combustion residuals (OCR), a term the EPA 
uses to describe the CCPs associated with the generation of 
electricity. The EPA proposal contains two regulatoiy options whereby 
CCRs not employed In approved beneficial use applications would 
either be regulated as hazardous waste or would continue to be 
regulated as non-hazardous waste. Duke Energy cannot predict the 
outcome of this rulemaking. However, based on the proposal, tiie 
cost of complying with the final regulation will be material, and are 
not included in the estimates discussed above, The EPA 
Administrator has indicated that the Agency could issue a final rule in 
late 2012. 

Mercury and Air Toxics Standards (MATS). 

On February 16, 2012, the final Mercury and Air Toxics 
Standards rule (previously referred to as the Utility MACT Rule) was 
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published in the Federal Register. The final rule establishes emission 
limits for hazardous air pollutants, including mercury, from new and 
exisfing coal-fired elecfric generafing units. The rule requires sources 
to comply with the emission limits by April 15, 2015. Under the 
Clean Air Act, permitting authorities have the discretion to grant up to 
a 1-year compliance extension, on a case-by-case basis, to sources 
that are unable to complete the installation of emission controls 
before the compliance deadline. The Duke Energy Registrants are 
evaluating the requirements of the rule and developing strategies for 
complying with the rule's requirements. Strategies to achieve 
compliance with the final MATS rules are likely to include installation 
of new or upgrades to existing air emission control equipment, the 
development of monitoring processes and accelerated retirement of 
some coal-fired electric-generating units. Refer to Note 4, Regulatory 
Matters, regarding potenfial plant retirements. Based on a preliminary 
review, the cost to the Duke Energ/ Registrants to comply with ttie 
final regulation will be material. 

While the ulfimate regulatory requirements for the Duke Energy 
Registrants for MATS, Clean Water Act 316(b), CSAPR and CCRs will 
not be known until all the rules have been finalized, for planning 
purposes, the Duke Energy Registrants currentiy estimate the cost of 
new control equipment that may need to be Installed to comply with 
this group of rules could total $4.5 billion to $5 billion over the next 
10 years. The Duke Energy Regisfrants will seek regulatory recoveiy 
of amounts incurred in conjunction with these rulings. 

Litigation 

Duke Energy Carolinas, Duke Energy Ohio and Duke E n e ^ 
Indiana 

New Source Review (NSR). 

In 1999-2000, the DOJ, acttng on behalf of the EPA and joined 
by various citizen groups and states, filed a number of complaints 
and nofices of violation against multiple ufilities across the countiy for 
alleged violations ofthe 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 tiie best available emission 
controls for SO2, NO;̂  and particulate matter. The complaints seek 
injunctive relief to require installation of pollution control technology 
on various generating units that allegedly violated the CAA, and 
unspecified civil penalties in amounts of up to $32,500 per day for 
each violation. A number ofthe Duke Energy Registrants' plants have 
been subject to these allegations. The Duke Energy Regisfrants assert 
that there were no CAA violations because the applicable regulafions 
do not require permitting in cases where the projects undertaken are 
"routine" or othenvise do not result in a net increase in emissions, 

In 2000, ttie government brought a lawsuit against DuKe 
Energy (!^rolinas in the U.S. District Court In Greensboro, North 
C^arolina. The EPA claims tiiat 29 projects performed at 25 of Duke 

Energy Carolinas' coal-fired units violate these NSR provisions. Three 
environmental groups have inten/ened in the case. In August 2003, 
the trial court issued a summary judgment opinion adopfing Duke 
Energy Carolinas' legal posifions on the standard to be used for 
measuring an increase in emissions, and granted judgment in favor 
of Duke Energy Carolinas. The ti'ial court's decision was appealed and 
ulfimately reversed and remanded for ttial bythe U.S. Supreme 
Court. At ttial, Duke Energy Carolinas will continue to assert that the 
projects were routine or not projected to increase emissions. On 
Februaiy 11, 2011, the trial judge held an initial status conference 
and on March 22, 2011, the judge entered an interim scheduling 
order. The parties have filed a stipulation in which tiie United States 
and Plaintitf-lnten/enors have dismissed with prejudice 16 claims. In 
exchange, Duke Energy Carolinas dismissed certain aflirmative 
defenses. The parties have filed motions for summary judgment on 
the remaining claims. No trial date has been set, but a ttial is not 
expected until the second half of 2012, at the eariiest. 

In November 1999, the U.S. brought a lawsuit in the U.S. 
Federal Disttict Court for the Southern District of Indiana against 
Cinergy, Duke Energy Ohio, and Duke Energy Indiana alleging 
various violations of the CAA for various projects at six owned and 
co-owned generating stations in the Midwest. Three norttieast states 
and two environmental groups intervened In the case. A jury verdict 
was returned on May 22, 2003. The jury found in favor of Cinergy, 
Duke Energy Ohio and Duke Enera* Indiana on all but three units at 
Duke Energy Indiana's Wabash River Station, including Duke Energy 
Indiana's Gallagher Station units discussed below. Additionally, the 
plaintifl^ had claimed tiiat these were a violation of an Administrative 
Consent Order entered into in 1998 between the EPA and Cinergy 
relating to a l l ied violations of Ohio's State Implementation Plan 
provisions governing particulate matter at Duke Energy Ohio's W.C. 
Beckjord Stafion. On May 29, 2009, the court issued Itsremedy 
wling for violations previously established at the Wabash Rivet and 
W.C. Beckjord Stations and ordered the following relief: (i) Wabash 
River Units 2, 3 and 5 to be permanently retired by September 30, 
2009; (ii) surrender of SO^ allowances equal to the emissions from 
Wabash River Units 2, 3 and 5 from May 22, 2008 through. 
September 30, 2009; (iii) civil penalty in the amount of $687,500 
for W.C. Beckjord violations; and (iv) installation of a particulate 
continuous emissions monitoring system al W.C. Beckjord Units 1 
and 2. The civil penalty has been paid. On October 12, 2010, the 
Seventh Circuit Couri: of Appeals issued a decision reversing the ttial 
court and ordered issuance of judgment in favor of Cinergy {USA v. 
Cinergy), which includes Duke Energy Indiana and Duke Ener^ 
Ohio. The plaintiffs motion for rehearing was denied on 
December 29, 2010. On January 6, 2011, the mandate from the 
Seventh Circuit was issued returning the case to the District Court 
and on April 15, 2011, tiie District Court Issued its Final Amended 
Judgment in favor of Cinergy. Plaintifl^ did not file a petition for 
certiorari with the United State Supreme Court prior to the March 29, 
2011 filing deadline. This ruling allowed Wabash River Units 2, 3 
and 5 to be placed back into service. 
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Regarding the Gallagher Station units, on October 21, 2008, 
plaintiffs filed a motion for a new liability trial claiming that 
defendants misled the plaintiffs and the jury by, among other tilings, 
not disclosing a consulting agreement with a fact witness and by 
referring to that witness as "retired" during the liability trial when in 
fact he was working tor Duke Energy Indiana under tiie referenced 
consulting agreement in connection with the trial. On December 18, 
2008, the court granted plaintiffs' motion for a new liability trial on 
daims for which Duke Energy Indiana was not previously found 
liable. On May 19, 2009, tiie jury announced itsverdictfinding in 
favor of Duke Energy Indiana on four of the remaining six projects at 
issue. The two projects in which tiie jury found violations were 
undertaken at Gallagher Station Units 1 and 3. The parties to tiie 
remedy trial reached a negotiated agreement on those Issues and filed 
a proposed consent decree with the court, which was approved and 
entered on March 18, 2010. The substantive terms ofthe proposed 
consent decree require: (i) conversion of Gallagher Station Units 1 
and 3 to natural gas combustion by 2013 {or retirement of the units 
by February 2012); (ii) installation of addifional pollution controls at 
Gallagher Stafion Units 2 and 4 by 2011; and (iii) addifional 
environmental projects, payments and penalties. Duke Energy 
Indiana estimates that these and otiier actions in the settiement will 
cost $88 million. Due to the NSR remedy order and consent decree, 
Duke Energy Indiana requested several approvals from tiie IURC 
including approval to add a dry sorbent injection system on Gallagher 
Station Units 2 and 4, approval to convert to natural gas or refire 
Gallagher Station Units 1 and 3, and approval to recover expenses for 
certain SO2 emission allowance expenses required to be surrendered, 
On September 8, 2010, the IURC approved the implementation of 
the dry sorbent injection system. On September 28, 2010, Duke 
Energy Indiana filed a petifion requesting the recovery of costs 
associated with the Gallagher consent decree. Testimony in support 
of the petition was filed in eariy December 2010. Duke Energy 
Indiana subsequentiy requested tiie IURC suspend the procedural 
schedule to allow It time to do a solicitation for capacity options to 
compare to the proposed conversion of Gallagher Units 1 and 3 to 
natural gas. On December 28, 2011, the IURC granted Duke Energy 
Indiana's request to recover the costs associated with the Gallagher 
consent decree, but denied the request to recover the SO2 emission 
allowance expenses under the consent decree. 

On January 12, 2012, after receiving approval from the FERC 
and the IURC, DukeEnergy Indiana purchased a portion of the 
Vermillion Generating Stafion from its affiliate, Duke Energy 
Vermillion II, LLC, an indirect wholly-owned subsidiary of Duke 
Energy Ohio. Refer to Note 3 for further information on the Vermillion 
transaction. Following the purchase, Duke Energy Indiana refired 
Gallagher Units 1 and 3 effective Februaiy 1, 2012. 

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 
violarions at Edwardsport Station. On October 20, 2009, the 
defendants filed a motion for summary judgment alleging that the 

applicable statute of limitafions bars all of the plaintiffs' claims. On 
September 14, 2010, the Court granted defendants' motion for 
summary judgment in its entirely; however, entry of final judgment 
was stayed pending a decision from the Seventh Circuit Court of • 
Appeals in USA v. Cinergy, referenced afx)ve, on a similar and 
potentially dispositive statute of limitations issue pending before that 
court. On October 12, 2010, the Seventh Circuit issued Ite decision 
in USA V. Cinergy in which the court ruled in favor of Cinergy and 
declined to address the referenced stattJte of limitations issue. The 
Seventh circuit issued its mandate on January 6, 2011 and the 
Disttict Court issued final judgment in favor of Duke Energy Indiana 
on March 1, 2011. On March 2, 2011, the Sierra Club agreed not to 
pursue an appeal of the case in exchange for Duke Energy Indiana's 
waiver of its right to seek reimbursement of costs. 

As discussed above, all matters related to Cinergy, Duke Energy 
Ohio and Duke Energy Indiana have been resolved without significant 
impacts. It is not possible to estimate the damages, if any, that might 
be incurred in connection with tiie unresolved matters related to Duke 
Energy Carolinas discussed above. Ulfimate resolution ofthese 
matters could have a material efl'ect on the consolidated results of 
operations, cash flows or financial position or Duke Energy Carolinas 
and Duke Energy. However, the appropriate regulatory treatment will 
be pursued for any costs incurred in connection with such resolution. 

Duke Energy 

COp 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. Disttict Court for tiie Southern 
District of New York against Cinergy, American Electric Power 
Company, Inc., American Electric Power Service Corporation, 
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 Yori< against the same companies by Open Space 
Institute, Inc., Open Space Consen/ancy, Inc., and The Audubon 
Society of New Hampshire, These lawsuits allege that tiie defendants' 
emissions of CO2 from the combustion of fossil fuels at electric 
generating facilities contribute to global warming and amount to a 
public nuisance. The complaints also allege that the defendants could 
generate the same amount of electricity while emitting significantly 
less CO2. The plaintiffs were 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 Disttict Court granted the defendants' mofion to dismiss 
the lawsuit. The plalnti'ffs appealed this ruling to the Second Circuit 
Court of Appeals. Oral arguments were held before the Second Circuit 
Courtof Appeals on June 7, 2006. In September 2009, the Court of 
Appeals issued an opinion reversing the disttict court and reinstafing 
the lawsuit. Defendants filed a petifion for rehearing en banc, which 
was subsequentiy denied. Defendants filed a petifion for certiorari to 
the U.S. Supreme Court on August 2, 2010. On December 6, 2010, 
the Supreme Court granted certiorari. Argument on tiiis matter was 
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held on April 19, 2011. On June 20, 2011, the Supreme Court held 
that tiie Second Court of Appeals decision should be reversed on the 
basis that plaintifl's' claims cannot prxeed under federal common 
law, which was displaced by the CAA and actual or potential EPA 
regulations. The Court's decision did not address plaintiffe' state law 
claims as those claims had not been presented. On September 2, 
2011, plaintiffs notified the Court that they had decided to withdraw 
their complaints. On December 2, 2011, the District Court dismissed 
plaintiffe' federal claims and on December 6, 2011, plaintiffs filed 
notices of dismissal. 

Alaskan Global Warming Lawsuit. 

On February 26, 2008, plaintiffs, the governing bodies of an • 
inupiat village In Alaska, filed suit in the U.S. Federal Court for the 
NoriJiern Disttict of California against Peabody Coal and various oil 
and power corr,pany defendants, including Duke Energy 3î d certain 
of its subsidiaries. Plaintiffs brought the action on their own behalf 
and on behalf of the village's 400 residents. The lawsuit alleges that 
defendants' emissions of CQ2 conttibuted 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. Plalnti'ffs seek unspecified 
monetary damages, attorney's fees and expenses, On June 30, 
2008, tiie defendants filed a motion to dismiss on jurisdictional 
grounds, together with a motion to dismiss the conspiracy claims. On 
October 15, 2009, the Disttict Couri: granted defendants motion to 
dismiss, The plaintiffe filed a notice of appeal and briefing Is 
complete. By order dated February 23, 2011, the Court stayed oral 
argument in this case pending the Supreme Court's ruling in the CO2 
litigation discussed atxive. Following the Supreme Court's June 20, 
2011 decision the Ninth Circuit Court of Appeals held argument in 
the case on November 23, 2011. It is not possible to predict whether 
Duke Energy will incur any liability or to estimate the damages, if 
any, that Duke Energy might incur in connection with this matter. 

Price Reporting Cases. 

A total of five lawsuits were filed against Duke Energy affiliates 
and other energy companies and remain pending in a consolidated, 
single federal court proceeding in Nevada, 

In November 2009, tiie judge granted defendants' motion for 
reconsideration of the denial of defendants' summary judgment 
motion in two of the remaining five cases to which Duke Energy 
affiliates are a party. A hearing on that motion occurred on July 15, 
2011, and on July 19, 2011, the judge granted the motion for 
summary judgment. Plaintiffs have filed a notice of appeal to the U.S. 
Court of Appeals for ttie Ninth Circuit. In December 2009, plaintiffs 
in the consolidated cases filed a motion to amend their complaints in 
tiie individual cases to add a claim for freble damages under the . 
Sherman Act, including additional factual allegations regarding , 
fraudulent concealment of defendants' allegedly conspiratorial 
conduct, Those motions were denied on October 29, 2010. 

Each of these cases contains similar claims, that the respective 
plalnti'ffs, and the classes they claim'to represent, were hamied by 
tiie defendants' alleged manipulation ofthe natural gas markets by 
various means, including providing false information to natural gas 
trade publications and entering into unlawful arrangements and 
agreements in violation of the antifrust laws of the respective states, 
plaintiffs seek damages in unspecified amounts. It fe not possible to 
predict whether Duke Energy will Incur any liablliti/ or to estimate the 
damages, if any, that Duke Ener^ might incur In connection with the 
remaining matters. However, based on Duke Energy's past 
experiences with similar cases of this nature, it does not believe its 
exposure under these remaining matters Is material. 

Duke Eneigy International Paranapanema Lawsuit 

On July 16, 2008, Duke Energy International Geracao 
Paranapanema S.A, (DEIGP) filed a lawsuit in ttie Brazilian federal 
court challenging transmission fee assessments imposed under two 
new resolutions promulgated bythe Brazilian Electricily Regulatory 
Agency (ANEEL) (collectively, the Resolutions). The Resolutions 
purport to impose additional transmission fees (retroactive to July 1, 
2004 and effective tiirough June 30, 2009) on generafion 
companies located in the State of Sao Paulo for utilization of tiie 
electric transmission system. The new charges are based upon a 
flat-fee that fails to take into account the locational usage by each 
generator. DEIGP's addifional assessment under these Resolutions 
amounts to approximately $51 million, inclusive of interest, through 
December 2011. Based on DEIGP's continuing refusal to tender 
payment of the disputed sums, on April 1,2009, ANEEL imposed 
an additional fine against DEIGP in the amount of $9 million. DEIGP 
filed a request to enjoin payment of the fine and for an expedited 
decision on the merits or, alternatively, an order requiring that all 
disputed sums be deposited in the court's registry in lieu of direct, 
payment to the distribution companies. 

On June 30, 2009, the court issued a ruling in which it granted 
DEIGP's request for injunction regarding the additional fine, but 
denied DEIGP's request for an expedited decision on the original 
assessment or payment into the court registry. Under the courts 
order, DEIGP was required to make installment payments on the 
original assessment directly to the distribution companies pending 
resolution on the merite, DEIGP filed an appeal and on August 28, 
2009, the order was modified to allow DEIGP to deposit the disputed 
portion of each installment, which was most of the assessed amount, 
into an escrow account pending resolution on the merits. In the 
second quarter of 2009, Duke Energy recorded a pre-tax charge of 
$33 million associated with tiife matter. 

Brazil Expansion Lav/suit. 

On August 9, 2011, the State of Sao Paulo filed a lawsuit In 
Brazilian state court against DEIGP based upon a claim that DEIGP is 
under a continuing obligafion to expand installed generation capacity 
by 15% pursuant to a stock purchase agreement under which DEIGP 
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purchased generation assets from the state. On August 10, 2011, a 
judge granted an ex parte injunction ordering DEIGP to present, 
within 60 days of sen/ice, a detailed expansion plan in satisfaction of 
the 15% obligation or face civil penalties in the amount of 
approximately $16,000 per day. Both DEIGP and ANEEL have 
previously taken a position that the 15% expansion obligation is no 
longer viable given the changes tiiat have occurred in the electric 
energy sector since privatization of that sector, After filing various 
objections, defenses and appeals regarding the referenced order, 
DEIGP submitted its proposed expansion plan on November 11, 
2011. The Court ordered the State of Sao Paulo to file a response to 
the proposed plan. That response is outstanding. 

Duke Energy Retirement Cash Balance Plan. 

A class action lawsuit was filed in federal court in Soutii 
Carolina against Duke Energy and the Duke Energy Retirement Cash 
Balance Plan, alleging violations of Employee Refirement Income 
Security Act (ERISA) and the Age Discriminafion 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 1998and the calculafion of lump-sum distributions). Six causes 
of action were alleged, ranging from age discrimination, to various 
alleged ERISA violations, to allegations of breach of fiduciary duty. 
Plaintifis sought a broad array of remedies, including a retroa(:t:ive 
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 Spectta Energy 
Corp (Spectra Energy) in connection with the spin-off in January 
2007. A hearing on the plaintiffs' motion to amend the complaint to 
add an additional age discriminafion claim, defendant's motion to 
dismiss and the respective motions for summary judgment was held 
in December 2007. On June 2, 2008, the court issued its ruling 
denying plaintiffs' motion to add the additional claim and dismissing 
a number of plaintiffs' claims, including the claims for ERISA age 
discrimination. Subsequently, plaintiffs notified Duke Energy that tiiey 
were withdrawing their ADEA claim. On September 4, 2009, the 
court: issued its order certifying classes for three of the remaining 
claims but not certifying their claims as to plaintiffs' fiduciary duty 
claims. After mediation on September 21 , 2010, the parties reached 
an agreement in principle to settle tiie lawsuit, subject to execution of 
a definitive settlement agreement, notice to the class members and 
approval ofthe settlement by the Court, In the third quarter of 2010, 
Duke Energy recorded a provision related to the settlement 
agreement. At a hearing on May 16, 2011, the court Issued its final 
confirmation order and payments have been made In accordance 
with the settlement agreement 

Crescent Litigation. 

On Septembers, 2010, the Crescent Resources Litigation Trust 
filed suit against Diike Energy along with various afllliates and several 
individuals, including current and former employees of Duke Energy, 
In the U.S. Bankruptcy Court for the Western District of Texas. The 
Crescent Resources Litigation I m ^ was established in May 2010 
pursuant to the plan of reorganlzafion approved In the Crescent 
bankruptoy proceedings in the same court. The complaint alleges that 
in 2006 the defendants caused Crescent to borrow approximately 
$1.2 billion from a consortium of banks and immediately thereafter 
distribute most of the loan proceeds to Crescent's parent company 
without benefitto Crescent. The complaintfurther alleges that 
Crescent was rendered insolvent by the transactions, and that the 
distribution is subject to recovery by the Crescent bankmptcy estate 
as an alleged fraudulent transfer. The plaintiff requests retum ofthe 
funds as well as other statutory and equitable relief, punitive damages 
and attorneys' fees. Duke Enei^ and its affiliated defendants believe 
that the referenced 2006 transactions were legitimate and did not 
violate any state or federal law. Defendants filed a motion to dismiss 
in December 2010. On March 21 , 2011. the plaintiff filed a 
response to the defendantis-motlon to dismiss and a motion for leave 
to file an amended complaint, which was granted. The Defendants 
filed a second motion to dismiss in response to plaintiffs' amended 
complainL 

A hearing on the motion was held on August 3 1 , 2011, and 
the parties are awaiting a mling. On December 14, 2011, the 
Plaintiff filed a demand for jury trial and a motion to transfer tiie case 
to the federal district court. Defendants responded by filing a mofion 
to strike Plaintiff's jury demand, but consented to the transfer of the 
case to the District Court:. The courtfs ruling on the jury demand and 
motion to transfer Is pending. No trial date has been set. It Is not 
possible ta predict at this time whether Duke Energy will incur any 
liability or to estimate the damages, if any, that Duke Energy might 
incur In connecfion with this lawsuit 

On October 14, 2010, a suit was filed In Mecklenburg County, 
North Carolina, by a group of Duke Energy shareholders alleging 
breach of duty of loyalty and good faith by certain Duke Energy 
directors who were directors at the time of the 2006 Crescent 
transaction. On Januarys, 2011, defendants filed a Nofice of 
Designafion of this case for tiie North Carolina Business Court. On 
July 22, 2011, tiie court granted tiie defendants'motion to dismiss 
tiie lawsuit and the plaintiffs did not appeal tiie mling. 

Progress Ener^ Merger Litigation. 

Duke Energy and Diamond Acquisition Corporation, a wholly 
owned subsidiary of Duke Energy have been named as defendants in 
10 purported shareholder actions filed in North Carolina state court 
and two cases filed in federal court in North Carolina. The actions, 
which contain similar all^ations, were brought by individual 
shareholders against the following defendants: Progress Energy, Duke 
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Energy, Diamond Acquisition Corporation and Directors of Progress 
Energy. The lawsuits allege that the individual defendants breached 
their fiduciary duties to Progress Ener^ shareholders and that Duke 
Energy and Diamond Acquisition Corporation, aided and abetted the 
Individual defendants. The plaintiffs seek damages and to enjoin the 
merger. One of the state court cases was voluntarily dismissed. On 
July 11, 2011, the parties to the remaining nine state court cases 
entered into a Memorandum of Understanding for a disclosure-based 
settlement of tiie litigation. The court's final order approving the 
settlement was issued on November 29, 2011. The time period for 
appeal ended on January 18, 2012. 

The plaintiff In one of the federal court lawsuits filed a motion for 
voluntary withdrawal, leaving one federal case pending. The 
complaint in tiie federal action includes allegations that defendants 
violated federal securities laws in connection with the statements 
contained in Duke Energy's Registtation Statement on Form S-4, as 
amended, and is now subject to the notice requirements of the 
Private Securities Litigation Reform Act. Plaintiffs counsel in the 
federal case have sent a total of four derivative demand letters to 
Progress Energy demanding that Progress Energy's board of directors 
make certain disclosures, desist from moving fonward with the merger 
and.engage in an auction ofthe company. Progress Energy has 
Indicated that it is evaluating those demands. On August 3, 2011, 
the Court issued a scheduling order granting the plaintiffs' unopposed 
motion for preliminary approval ofthe proposed settlement On 
December 8, 2011, the Plaintiff filed a Notice of Voluntary Dismissal 
terminating the litigation. 

Federal Advanced Clean Coal Tax Credits. 

Duke Energy Carolinas has been awarded $125 million of 
federal advanced clean coal tax credits associated with its 
construction of Cliffside Unit 6 and Duke Energy Indiana has been 
awarded $134 million of federal advanced clean coal tax credits 
associated with its construction ofthe Edwardsport IGCC plant. In 
March, 2008, two environmental groups, Appalachian Voices and 
the Canary Coalitiori, filed suit against tiie Federal government 
challenging the tax credits awarded to incentivize certain clean coal 
projects. Although Duke Ener^ was not a party to ttie case, tiie 
allegations center on the tax Incentives provided for the Cliffside and 
Edwardsport projects. The initial complaint alleged a failure to comply 
with the National Environmental Policy Act The first amended 
complaint, filed in August 2008, added an Endangered Species Act 
claim and also sought declaratory and injunctive relief against the 
DOE and the U.S. Department of the Treasury. In 2008, the District 
Court dismissed ttie case. On September 23, 2009, the District Court 
issued an order granting plaintiffs' motion to amend their complaint 
and denying, as moot, the motion for reconsideration. Plaintiffs have 
filed their second amended complaint The Federal government has 
moved to dismiss the second amended complaint; the motion is 
pending. On July 25, 2010, ttie District Court denied plaintiffs' 
motionfor preliminary injunction seeking to halt the issuance of the 
tex credits. 

Duke Energy Carolinas 

Duke Energy Camlinas Cliffside Unit 6 Permit. 

On July 16, 2008, the Southem Alliance for Clean Energy, 
Environmentel Defense Fund, National Parks Conservation 
Association, Natural Resources Defenses Council, and Sierra Club 
(collectively referred to as Citizen Groups) filed suit in U.S District 
Court for the Western District of North Carolina alleging that Duke 
Energy Carolinas violated the CAA when it commenced construction 
of Cliffeide Unit 6 without obtaining a determination that the MATS ' 
emission limits will be met for all prospective hazardous air emissions 
at that plant. The Citizen Groups claim the right to injunctive relief 
against further construction at the plant as well as civil penalties in 
the amount of up to $32,500 per day for each alleged violation. In 
July 2008, Duke Energy Carolinas voluntarily perf'ormed a MATS 
assessment of air emission controls planned for Cliffside Unit 6 and 
submitted the results to the Department of Environment and Natural 
Resources (DENR). On December 2, 2008, the Court granted 
summary judgment in favor of the Plaintiffs and entered judgment 
ordering Duke Energy Carolinas to inifiate a MATS prxess before the 
DAQ. The court did not issue an injunction against further 
consttuction, but reteined jurisdiction to monitor the MATS 
proceedings. On December 4, 2008, Duke Energy Carolinas 
submitted its MATS 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 MATS determination 
application. Concurrent with the initiation ofthe MATS process, Duke 
Energy Carolinas filed a notice of appeal to the Fourth Circuit Court of 
Appeals ofthe 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, finding that Cliffside 
Unit 6 is a minor source of hazardous air pollutants (HAPs) and 
imposing operating conditions to assure that emissions stay below 
the major source threshold. Based upon DAQ's minor-source 
determination, Duke Energ/ Carolinas filed a motion requesting that 
the court abstain from further action on the matter and dismiss the 
plaintiffs' complaint. The court granted Duke Energy Carolinas motion 
to abstain and dismissed the plaintiffs' complaint without prejudice, 
but also ordered Duke Energy Carolinas to pay the plaintiffs' attorneys' 
fees. On Augusts, 2009, plaintiffs filed a noticeof appeal ofthe 
court's order and Duke Energy Carolinas likewise appealed on the 
grounds, among others, that the dismissal should have been with 
prejudice and the court should not have ordered payment of 
attorneys' fees. The appeals have been consolidated. On April 14, 
2011, the Fourth Circuit Court of Appeals affirmed the disttict court's 
ruling awarding fees to defendants. Duke Energy Carolinas filed a 
request tor rehearing, which was denied, on May 10, 2011. A 
settlement was reached in Januaiy 2012. Duke Energy Carolinas has 
paid the attorneys fees and this matter is resolved, 

The revised permits, issued by DAQ on January 29, 2008 and 
March 13, 2009, were appealed by seven different organizations and 
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the appeals were consolidated in the Nortii Carolina Office of 
Administrative Hearings. Through rulings on motions ta dismiss and 
motions for summary judgment, the administrative law judge 
narrowed the issues for hearing and two of the parties appealing were 
dismissed. A hearing was scheduled In October 2011. On October 5, 

2011, petitioners and Duke Energy Carolinas agreed to a settlement 
in principle. The settlement agreement was executed on January 3, 

2012, Pursuant to this agreement and exisfing requirements in the 
air permit. Duke Energy Carolinas will retire 1667 MWs of older coal-
fired units between May 2011 and December 2020. Petitioners 
moved to dismiss their petitions on Januaiy 17, 2012, and the 
administrative law judge granted tiie mofion to dismiss on 
January 18, 2012. This matter is now resolved. 

Asbestos-related Injuries and Damages Claims. 

Duke Energy Carolinas has experienced numerous claims for 
indemnification and medical cost reimbursement relafing to damages 
for bodily injuries alleged to have arisen from the exposure to or use 
of asbestos in connection with constmction and maintenance 
activities conducted on its electric generation plants prior to 1985. As 
af December 31 , 2011, there were 181 as^rted claims for 
non-malignant cases with the cumulative relief sought of up to $38 
million, and 32 asserted claims for malignant cases with the 
cumulative relief sought of up to $8 million. Based on Duke Energy 
Carolinas' experience, it is expected that the ultimate resolution of 
most of these claims likely will be less than the amount claimed. 

Amounts recognized as asbestos-related reserves related to 
Duke Energy Carolinas in the respective Consolidated Balance Sheets 
totaled $801 million and $853 million as of December 31, 2011 
2010, respectively, and are classified in Other within Deferred Credits 
and Otiier Uabilities and Other within Current Uabilities. These 
reserves are based upon the minimum amount In Duke Energy 
CDarolinas' best estimate of the range of loss for current and future 
asbestos claims through 2030. Management believes that it Is 
possible there will be additional claims filed against Duke Energy 
Carolinas after 2030. In light of the uncertainties inherent in a longer-
term forecast, management does not believe that they can reasonably 
estimate the indemnity and medical costs that might be incurred after 
2030 related to such potenfial claims. Asbestos-related loss estimates 
incorporate anticipated infiation, if applicable, and are recorded on an 
undiscounted basis. These resen/es are based upon current estimates 
and are subject to greater uncertain^ as the projection period 
lengthens. A significant upward or downward trend in the number of 
claims filed, the nature of the alleged injury, and the average cost of 
resolving each such claim could change our estimated liability, as 
could any substantial or favorable verdict at trial. A federal legislative 
solution, further stete tort reform or sttuctured settlement transactions 
could also change the estimated liablll^. Given the uncertainties 
associated witii projecting matters Into the future and numerous other 
factors outside our confrol, management believes that It is possible 
Duke EnergyCarolinas may incur asbestos, liabilities in excess of the 
recorded reserves. 

Duke Energy Carolinas has a third-party insurance policy to 
cover certain losses related to 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 in 2008. Future payments 
up to the policy limit will be reimbursed by Duke Energy Carolinas' 
tiiird party insurance carrier. The insurance policy limit for potential 
fijture insurance recoveries for indemnification and medical cost 
claim payments is $968 million in excess of tiie self Insured 
retention. Insurance recoveries of $813 million and $850 million 
related to this policy are classified in the respective Consolidated 
Balance Sheets in Other witiiln Investinents and Other Assets and 
Receivablesas of DecemberSl, 2011 and DecemberSl, 2010, 
respectively. Duke Energy Carolinas is not aware of any uncertainties 
regarding the legal sufficiency of insurance claims. Management 
believes the insurance recovery asset is probable of recoveiy as the 
insurance carrier continues to have a strong financial strength rating. 

Duke Ene i^ Ohio 

Antitrust Lawsuit 

In Januaiy 2008, four plaintiffs, including individual, industrial 
and nonprofit customers, filed a lawsuit against Duke Energy Ohio in 
federal court in the Souttiem Disttict of Ohio. Plaintiffs alleged that 
Duke Energy Ohio (then The Cincinnati Gas & Electric Company), 
conspired to provide inequiteble 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 pending Rate Stabilization Plan 
(RSP), which was implemented in early 2005, On March 3 1 , 2009, 
the DistricI Court granted Duke Energy Ohio's motion to dismiss. 
Plaintifls filed a motion to alter or set aside the judgment, which was 
denied by an order dated March 31 , 2010. \n April 2010, the 
plaintiffs filed their appeal of that order with the U.S. Court of Appeals 
for the Sixth Circuit, which heard argument on that appeal on 
January 11, 2012, It is not possible to predict at tills time whether 
Duke Energy Ohio will incur any liability or to estimate the damages, 
if any, that Duke Energy Ohio might incur in connection with this 
lawsuit 

Astiestos-related Injuries and Damages Claims. 

Duke Energy Ohio has been named as a defendant or 
CD-defendant in lawsuits related to asbestos at its electric generating , 
stations. The impact on Duke Enei^ Ohio's consolidated results of 
operations, cash flows or financial position of these cases to date has 
not been material. Based on estimates under varying assumptions 
concerning uncertainties, such as, among others: (I) the number of 
contractors potentially exposed to asbestos during consttuction or 
maintenance of Duke Energy Ohio generating plants; (ii) the possible 
incidence of various illnesses among exposed workers, and (iii) the 
potential settlement costs without federal or other legislation that 
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addresses asbestos tort actions, Duke Energy Ohio estimates that the 

range of reasonably possible exposure in existing and fljture suits over 

tiie foreseeable future is not material. This estimated range of 

exposure may change as additional settlements occur and claims are 

made and more case law is established. 

Duke Energy Indiana 

Prosperity Mine, LLC. 

On October 12, 2009, Prosperity Mine, LLC (Prosperity) filed 
for arbitration under an Agreement for the Sale and Purchase of Coal 
dated October 30, 2008. The Agreement provided for sale by 
Prosperity and purchase by Duke Energy Indiana of 500,000 tons of 
coal per year, commencing on January 1, 2009 and continuing until 
DecemberSl, 2014, unless sooner terminated under the terms of 
tiie Agreement. Duke Ener^* Indiana could terminate the Agreement 
if a force majeure event lasted more than three months. Prosperity 
declared a force majeure event on February 13, 2010 and, when 
Prosperity did not notity Duke Energy Indiana that the force majeure 
had ended; Duke Energy Indiana sent written notice of termination 
on May 14, 2010. Prosperity contends that the termination was 
improper and that It Is owed damages, quantified at $88 million, for 
the full contractual volumes through 2014. On November 17, 2010, 
the arbitrators issued their decision, ruling in favor of Duke Energy 
Indiana on all counts. On January 7, 2011, Prosperity filed a lawsuit 
in Indiana state court alleging that the arbitratoi^ exceeded their 
power and acted witiiout authority and asking that the arbitrators' 
award be vacated. The parties reached a commercial arrangement 
pursuant to which Prosperity agreed to dismiss tiie lawsuit. 

Other Litigation and Legal Proceedings 

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

The Duke Ener^ Registrants have exposure to certain legal 
matters that are described herein. Duke Energy has recorded 
resen/es, including resen/es related to the aforementioned asbestos-
related injuries and damages claims, of $810 million and $900 
million as of DecemberSl, 2011 and DecemberSl, 2010, 
respectively, for these proceedings and exposures (the total of which 
Is primarily related to Duke Energy Carolinas). 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 
DecemberSl, 2011 and DecemberSl, 2010, Duke Energy 

recognized $813 and $850 million, respectively, of probable 
insurance recoveries related to these losses (the total of which is 
related to Duke Energy Carolinas). 

The Duke Energy Registtants expense legal costs related to the 

defense of loss contingencies as Incurred. 

Other Commitments and Contingencies 

General. 

As part of Its normal business, the Duke Energy R^istrants are 
a party to various financial guarantees, performance guarantees and 
other contractual commitments to extend guarantees of credit and 
other assistance to various subsidiaries, investees and other third 
parties. To varying degrees, these guarantees involve elements of 
performance and credit risk, which are not included on the respective 
Consolidated Balance Sheets. The possibility of any of the Duke 
Energy Registrants having to honor their contingencies is largely 
dependent upon future operations of various subsidiaries, investees 
and otiier tiiird parties, or the occurrence of certain future events. 

In addition, the Duke Energy Registtants enter Into various fixed-
price, non-cancelable commitments to purchase or sell power (tolling 
arrangements or power purchase contracts), take-or-pay 
arrangements, transportation or throughput agreements and other 
contracts that may or may not be recognized on the respective 
Consolidated Balance Sheets. Some of tiiese arrangements may be 
recognized at fair value on the respective Consolidated Balance 
Sheets if such contracts meet the definition of a derivative and the 
NPNS exception does not apply. 

Operating and Capital Lease Commibnents 

The Duke Energ/ Registrants lease assets in several areas of 
their operations. Consolidated capitalized lease obligations are 
classified as debt on the Consolidated Balance Sheets (see Note 6). 
Amortization of assets recorded under capital leases is included in 
Depreciation and Amortization on the Consolidated Statements of 
Operations. 

The following table includes rental expense for operating leases. 
These amounts are included in Operation, Maintenance and Other on 
the Consolidated Statements of Operations. 

(in millions) 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

For the years 

2011 

$104 
43 
19 
24 

ended December 3 1 , 

2010 2009 

$122 $129 
60 56 
19 22 
24 26 
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The following table includes future minimum lease payments under operating leases, which at inception had a non-cancelable term of 

more than one year, and capital leases as of December 3 1 , 2 0 1 1 . 

(in millions) 

2012 
2013 

2014 
2015 
2016 
Thereafter 

Duke Energy 

Operating 
Leases 

$ 81 
70 
55 
42 
31 

202 

Capital 
Leases 

$ 36 
25 
23 
22 
24 

176 

Duke Energy Carolinas 

Operating Capital 
Leases 

$ 37 
31 
24 
19 
13 
79 

Leases 

$ 2 
2 
3 
3 
3 

21 

Duke Enet^ Ohio 

Operating Capital 
Leases 

$12 
10 
8 
7 
6 

24 

Leases 

$ 9 
8 
7 
7 
6 
7 

Duke Energ 

Operating 
Leases 

$19 
18 
12 
9 
6 
8 

1 Indiana 

Capital 
Leases 

$ 4 
3 
3 
3 
2 

12 

Total $481 $306 $203 S34 $67 $44 $72 $27 

6. DEBT AND CREDIT FACILITIES 

Summary of Debt and Related Terms 

Duke Energy 

(in millions) 

Weighted-
Average 

Rate Year Due 

DecemberSl, 

2011 2010 

Unsecured debt 
Secured debt 
First morlgage bonds'^' 
Capital leases 
Other debt""! 
Non-recourse notes payable of VIEs 
Notes payable and commercial paper̂ '̂ 
Fair value hedge cariylng value adjustment 
Unamortized debt discount and premium, net 

5.7% 2012-2037 

3.7% 2012-2035 
5,1% 2013-2041 
7.9% 2012-2047 

1.9% 2012-2041 

0.6% 

8,961 
1,118 
8,182 

306 

1,597 
273 
604 

19 
(60) 

$ 8,036 
1,167 
6,689 

283 
1,623 

216 

450 
25 

(63) 

Total debt'* 
Short-term notes payable and commercial paper 
Current maturities of long-term debt 
Short-term non-recourse notes payable of VIEs 

21,000 18,426 
(154) — 

(1,894) (275) 

(273) (216) 

Total long-term debt, including long-term debt of VIEs $18,679 $17,935 

(a) Asof Decembers!, 2011, substantially all oT USFE&G's electric and gas plant in service Is mortgaged under tiie mortgage bond Indentures of Duke Ene ̂  Carolinas, Duke Energy Ofiio 
and Duke Energy Indiana, 

(b) Includes $1,515 million and $1,540 million of Duke Energi/tax-exeuptt)onds as of DecemberSl, 2011 and20I0, respectively. Asof December 3 1 , 2011 and 2010, S650 million 
and $583 million, respectively, was secured by first mortgage bonds and $231 million and $348 million, respectively, was secured by a letter of credit. 

(cl Includes $450 million asof both DecemberSl, 2011 and 2010 that was classified as Long-temi Debt on the Consolidated Balance Sheets due lo 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-tenn basis. The weigh ted-average days to 
maturity was 17 days and 14 days asof DecemberSl, 2011 and 2010, respectively. 

(d) Asof December 31, 2011 and 2010, 3420 million and $489 million, respectively, ot debt was denominated in Brazilian Reals. 
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Duke Energy Carolinas 

(In millions) 

Unsecured debt 
Secured debt associated with accounts receivable securifzatlon 
First modgage bonds^i 
Capital leases 
Tax-exempt bonds'i '̂ 
Money pool borrov/ingsM 
Fair value hedge carrying value adjustment 
Unamortized debt discount and premium, net 

Total debt 
Current maturities of long-term debt 

Weigtited-
Average 

Rate 

6.1% 
1.1% 
5.1% 

U . 1 % 
3.4% 
0.5% 

Year Due 

2012-2037 
2013 

2013 -2041 
2012-2041 
2012-2040 

DecemberSl, 

2011 

$ 2,313 
300 

5,913 
34 

415 
300 

13 
(14) 

2010 

$2,318 
300 

4,413 
21 

415 
300 

16 
(13) 

9,274 
(1,178) 

7,770 
(S) 

Total long-term debt, including long-term debt of VIEs $ 8,096 • $7,762 

(a) Asof December 31, 201 i , substantially all ofDuke Energy Carolinas'electric plant in service Is mortgaged under the mortgage bond indenture relating to Duke EnergyCarolinas, 
(b) Asof both DecemberSl, 2011 and 2010, $360 million were secured by first mortgage bonds. 
(c) Classified as Long-term Debt on the Consolidated Balance Sheetsduetothe existence of long-term credit facilities which back-stop these money pool borrowings, along with DukeEnergy 

Carolinas' ability and intent to refinance these balances on a long-term basis. 

Duke Energy Ohio 

(in millions) 

Weighted-
Average 

Rate 

DecemberSl, 

Year Due 2011 2010 

Unsecured debt 
First rrTortgage bonds'^' 
Capital leases 
Other debt"" 
Fair value hedge canning value adjustment 

5.7% 2012-2036 $1,305 $1,305 
4.3% 2013-2019 
4.8% 2012-2020 
0.6% 2024-2041 

700 
44 

533 
7 

700 
. 53 
534 

Unamortized debt discount and premium, net 

Total debt 
Current maturities of long-term debt 

Total long-term debt 

(34) 

2,555 
(507) 

$2,048 

(36) 

2,564 
(7) 

$2,557 

(a) As of December 31, 2011, substantially all of Franchised Electric & Gas' electric plant in sen/ice is mortgaged under the mortgage bond indenture relating to Duke Energy Oliio (excluding 
Duke Energy Kentucky), 

(b) Includes $525 millionof Dul<e Energy Ohio tax-exemct bonds as of December 31, 2011 and 2010. Asof DecemberSl, 2011 and 2010, S27 million and $77 million, respectively, 
ivas secured by a letter of credit. 

Duke Energy Indiana 

(in millions) 

Weighted-
Average 

Rate 

December 3 1 , 

Year Due 2011 2010 

Unsecured debt 
First mortgage bonds'̂ ) 

Capital leases 
Money pool borrowings*' 
Tax-exempt bonds'';i 
Unamortized debt discount and premium, net 

5.7% 
5.7% 
7.4% 
0,5% 
2.0% 

2012-2035 
2020 - 2039 
2012-2047 

2019-2040 

$1,148 
1,569 

27 
450 
574 

(9) 

$1,149 
1,577 

31 
150 
575 
(10) 

Total debt 
Notes payable 
Current maturities of long-term debt 

3,759 
(300) 

(6) 

3,472 

(11) 

Total long-term debt $3,453 $S,451 

(c) 

As of December 3 1 , 2011, substantially all of Duke Energy Indiana's electric plant in service is mortgaged under the mortgage bond indentijre relating to Duke E n e ^ Indians, 
Includes $150 million as of both DecemberSl, 2011 and 2010, that was dassified as Long-term Debt on the Consolidated Balance Sheets due to the existence of long-term credit 
facilities which back-stop these money pool borrowings, along with Duke Energy Indiana's ability and intent to refinance these balances on a long-term basis, 
Asof December 31, 2011 and 2010, $289 million and $223 million, respectively, were secured by first mortgage bonds. Asof DecemberSl. 2011 and DecemberSl, 2010, $20d 
millbn and $271 million, respectively, was secured by a letter of credit. 
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Unsecured Debt. 

In November 2011, Duke Energy issued S500 million of senior 
notes, whichi carry a fixed interestrateof 2.15%and mature 
November 15, 2016. Proceedsfrom the issuance will be used to 
fund capital expenditures In Duke Enei^'s unregulated businesses In 
the U.S. and for general corporate purposes. 

In August 2011, Duke Energy issued $500 million principal 
amount of senior notes, which cany a fixed Interest rate of 3.55% 
and mature September 15, 2021. Proceeds from the Issuance will 
be used to repay a portion of Duke Energy's commercial paper as It 
matures, to fund capital expenditures In Duke Energy's unregulated 
businesses in ttie U.S. and for general corporate purposes. 

In July 2010, Intemational Enera* issued $281 million 
principal amount in Brazil, which carries an interest rate of S.59% 
plus IGP-M (Brazil's monthly inflation index) non-convertible 
debentures due July 2015. Proceeds of the issuance were used to 
refinance Brazil debt related to DEIGP and for future debt maturities 
in Brazil. 

In March 2010, Duke Energy issued $450 million principal 
amount of 3.35% senior notes due April 1, 2015. Proceedsfrom the 
issuance were used to repay $274 million of borrowings under the 
master credit facility and for general corporate purposes. 

First M(»1gage Bonds. 

In December 2011, Duke Energy Carolinas issued $1 billion 
principal amount of first mortgage bonds, of which $350 million 
carry a fixed Interest rate of 1.75% and mature December 15, 2016 
and $650 million carry s fixed Interest rate of 4.25% and mature 
December 15, 2041. Proceedsfrom the issuances were used to 
repay $750-milllon 6.25% senior unsecured notes which matured 
January 15, 2012, with thejemainderto fund capital expenditures 
and for general corporate purposes. 

In May 2011, Duke Energy Carolinas issued $500 million 
principal amount of first mortage bonds, which cany a fixed interest 
rate of 3190% and mature June 15, 2021. Proceeds from this 
issuance were used to fund capital expenditures and for general 
corporate purposes. 

In July 2010, Duke Energy Indiana issued $500 million 
principalamountof 3.75% first mortgage bonds due July 15, 2020. 
Proceedsfrom the issuance were used to repay $123 million of 
borrowings under Duke Energy's master credit facilily, to fund Duke 
Energy Indiana's ongoing capital expenditures and for general 
corporate purposes. 

In June 2010, Duke Energy Carolinas issued $450 million 
principal amount of 4.30% first mortgage bonds due June 15, 
2020. Proceeds from the issuance were used to fund Duke Energy 
Carolinas' ongoing capital expenditures and for general corporate 
purposes. 

Other Debt. 

At December 31 , 2011, Duke EnergyCarolinas had $400 
million principal amount of 5.525% senior unsecured riotes due 
November 2012 classified.as Cun-ent maturities of long-term debt on 
Duke Energy Carolinas' Consolidated Balance Sheets. At 
DecemberSl, 2010, these notes were classified as Long-term Debt 
on Duke Energy Carolinas' Consolidated Balance Sheets. Duke 
Energy Carolinas currently anticipates satisfying this obligation with 
proceedsfrom additional borrowings, 

At DecemberSl, 2011, Duke EnergyCarolinas had $750 
million principal amount of 6.25% senior unsecured notes due 
Januaty 2012 classified as Current maturities of long-term debt on 
Duke Energy Carolinas' Consolidated Balance Sheets. At 
DecemberSl, 2010, these notes were classified as Long-term Debt 
on Duke Energy Carolinas' Consolidated Balance Sheets. As noted 
above, in January 2012, Duke Energy Carolinas satisfied tills 
obligation with proceeds from borrowings under its December 2011 
debt Issuance. 

At DecemberSl, 2011, Duke Energy Ohio had $500 million 
principal amount of 5.70% debentures due September 2012 
classified as Current maturities of long-term debt on Duke Energy 
Ohio's Consolidated Balance Sheets. At December 31 , 2010, these 
notes were classified as Long-term Debt on Duke Energy Ohio's 
Consolidated Balance Sheets. Duke Energy Ohio currentiy anticipates 
satisfying this obligation with proceeds from additional borrowings. 

In April 2011, Duke Energy filed a registration statement 
(Form S-3) with the SEC to sell up to $1 billion variable 
denomination floating rate demand notes, called PremierNotes. The 
Form S-3 states that no more than $500 million of tiie notes will be 
outstanding at any particular time. The notes are offered on a 
continuous basis and bear interest at a floating rate per annum 
determined by the Duke Energy PremierNotes Committee, or its 
designee, on a weekly basis. The interest rate payable on notes held 
by an investor may vary based on tiie principal amount of the 
investment. The notes have no stated maturity date, but may be 
redeemed in whole or in part by Duke Energy at any time. The notes 
are non-transferable and may be redeemed in whole or In part at the 
investor's option. Proceedsfrom the sale ofthe notes will be used for 
genera! corporate purposes. The balance as of DecemberSl, 2011, 
is $79 million. The notes reflect a short-temi debt obligation of Duke 
Energy and are reflected as Notes payable on Duke Energy's 
Consolidated Balance Sheets. 

In September 2010, Duke Energy Carolinas converted $143 
million of tax-exempt variable-rate demand bonds to tax-exempt term 
bonds, which carry a fixed interest rate of 4.375% and mature 
October 2031 • Prior to the conversion, the bonds were held by Duke 
Energy Carolinas as treasury bonds. In connection with the 
conversion, the tax-exempt bonds were secured by a series of Duke 
Ener^ Carolinas' first mortgage bonds. 
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In September 2010, Duke Energy Carolinas converted $100 
million of tax-exempt variable-rate demand bonds, to tax-exempt term 
bonds, which carry a fixed interest rate of 4.625% and mature 
November 1, 2040. In connection with the conversion, the 
tax-exempt bonds were secured by a series of Duke Enei^ Carolinas' 
first moitgage bonds: 

In September 2010, Duke Energy Indiana refunded $70 million 
of tax-exempt auction rate bonds through the Issuance of $70 million 
principal amount of tax-exempt term bonds, of which $60 million 
carry a fixed interest rate of 3.375% and mature March 1, 2019 and 
$10 million carry a fixed interest rate of 3.75% and mature April 1, 
2022. In connection with the conversion, the tax-exempt bonds were 
secured by a series of Duke Energy Indiana's first mortgage bonds. 

Non-Recourse Notes Payable of VIEs. 

To fund the purchase of receivables, CRC borrows from third 
parties and such borrowings fluctuate based on the amount of 
receivables sold to CRO. The borrowings are secured by the assets of 
CRC and are non-recourse to Duke Energy. The debt Is recorded as 
shorttermasthefacilit/hasanexpirat'ondateof October 2012. At 
DecemberSl, 2011 and 2010, CRC borrowings were $273 million 
and $216 mlllian, respectively, and are reflected as Non-Recourse 
Notes Payable of VIEs on Duke Energy's Consolidated Balance 
Sheets. 

Non-Recourse Long-Term Debt of ViEs. 

In December 2010, Top of the World Wind Energy LLC, a 
subsidiary of DEGS, an indirect wholly-owned subsidiaiy of Duke 
Energy, entered into a long-term loan agreement for $193 million 
principal amount maturing In December 2028. The collateral for this 
loan Is substantially all of the assets of Top of the World Windpower 
LLC, The initial interest rate on the notes is the six month adjusted 
UBOR plus an applicable margin. In connection with this debt 
issuance, DEGS entered into an Interest rate swap to convert the 
substantial majority of the loan interest payments from a variable rate 
to a fixed rate of 3.465% plus the applicable margin, which was 

2.375% asof DecemberSl, 2011. Proceeds from the issuance will 
be used to help fund the existing wind portfolio. 

In May 2010, Green Frontier Wind Power, LLC, a subsidiary of 
DEGS, an Indirect wholly-owned subsidiary of Duke Energy, entered 
into a long-term loan agreement for $325 million principal amount 
maturing in 2025. The collateral for this loan is a group of five wind 
farms located in Wyoming, Colorado and Pennsylvania, The initiai 
interest rate on the notes is the six month adjusted London Interbank 
Offered Rate (LIBOR) plus an applicable margin. In connection with 
this debt issuance, DEGS entered into an interest rate swap to convert 
the substantial majority ofthe loan interest payments from a variable 
rate to a fixed rate of 3.4% plus the applicable margin, which was 
2.5% as of DecemberSl, 2011. Proceeds from the issuance will be 
used to help fund the existing wind porti'olio. As this debt is 
non-recourse to Duke Energy, the balance at DecemberSl, 2011 
and 2010 is classified within Non-Recourse Long-term Debt of VIEs , 
in Duke Energy's Consolidated Balance Sheets. 

Money Pool. 

The Subsidiary R^istrants receive support for their short-term 
borrowing needs through participation with Duke Energy and certain 
of its subsidiaries in a money pool arrangement. Under this 
arrangement, those companies with short-term funds may provide 
short-term loans to affiliates participating under this arrangement. The 
money pool is structured such that the Subsidiary Registrants 
separately manage tiieir cash needs and working capital 
requirements. Accordingly, there is no net settlement of receivables 
and payables between the money pool participants. Per the terms of 
the money pool arrangement, tiie parent company, Duke Energy, 
may loan funds to its participating subsidiaries, but may not borrow 
funds through the money pool. Accordingly, as the money pool 
activity is between Duke Energy and its wholly-owned subsidiaries, 
all money pool balances are eliminated within Duke Energy's 
Consolidated Balance Sheets, The following table shows the 
Subsidiary Registrants' money pool balances and classification within 
their respective Consolidated Balance Sheets asof DecemberSl, 
2011 and 2010. 

(in millions) 

Duke Energy Carolinas 
Duke Energy Ohio 
DuKe Energy Indiana 

Receivables 

$923 
3 1 1 

DecemberSl, 2011 

Notes Payable Long-term Debt 

$ — $300 

300 150 

DecemberSl, 2010 

Receivables Long-term Debt 

$339 $300 
480 — 
115 150 

Increases or decreases In money pool receivables are reflected 
within investing activities on the respective Subsidiary Registrants 
Consolidated Statements of Cash Flov«, while increases or decreases 
2 rnoney pool borrowings are reflected within financing activities on 
he respective SutKldiary Registrants Consolidated Statements of 
Cash Flows. 

Accounts Receivable Securitization. 

Duke Energy Carolinas securitizes certain accounts receivable 
through Duke Energy Receivables Finance Company, LLC (DERF), a 
bankruptcy remote, special purpose subsidiary. DERF is a wholly-
owned limited liability company with a separate legal existence from 
its parent, and its assels are not Intended to be generally available to 
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creditors of Duke Energy Carolinas, As a result of the securitization, 
on a daily basis Duke Energy Carolinas sells certain accounts 
receivable, arising from the sale of electricity and/or related ser/ices as 
part of Duke Energy Carolinas' franchised electric business, to DERF. 
In order to fund its purchases of accounts receivable, DERF has a 
$300 million secured credit facili^ with a commercial paper conduit, 
which terminates in August 2013. The credit facility and related 
securitization documentation contain several covenants. Including 
covenants with respect to the accounts receivable held by DERF, as 
well as a covenant requiring that the ratio of Duke Energy Carolinas' 
consolidated indebtedness to Duke Energy Carolinas' consolidated 
capitalizationnotexceed65%. Asof DecemberSl, 2011 and 
2010, tiie interest rate associated with the credit facility, which is 
based on commercial paper rates, was 1.1% and 1.2%, respectively. 

and $300 million was outstanding under the credit facility as of both 
DecemberSl, 2011 and 2010. The securitization transaction was 
not structured to meet the criteria for sale accounting ti-eatment 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 31 , 2011 and 2010, 
the outstanding balance of the credit facility was secured by $581 
million and $637 million, respectively, of accounts receivable held by 
DERF. The obligations of DERF under tiie credit facility with a 
commercial paper conduit are non-recourse to Duke Energy 
Carolinas. DERF meets the accounting definition of a VIE and is 
subject to the accounting rules for consolidation and transfers of. 
financial assets. See Note 17 for further Information on VIEs. 

Floating Rate Debt. 

Unsecured debt, secured debt and other debt includes floating-rate instruments. Floating-rate instruments are primarily based on 

commercial paper rates or a spread relative to an index such as LIBOR for debt denominated in U.S. dollars. The following table shows floating 

rate debt and the average Interest rate associated with floating rate debt by registrant as of December 31 , 2011 and 2010: 

DecemberSl, 2011 December 31, 2010-

(in millions) 
Floating Debt 

Balance 
Average Interest 

Rate 
Floating Debt 

Balance 
Average Interest 

Rate 

Duke Energy'3) 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

$2,926 
695 
525 
S02 

1.5% 
0.7% 
0.5% 
0.5% 

$2,851 
695 
525 
502 

Maturities and Call Options 

1.6% 
0.8% 
0.5% 
0.4% 

(a) Excludes $353 million and $376 million of Brazilian debt at December 31, 2011 and 2010, respectively, that is Indexed annually to Brazilian inflation. 

Annual Maturities as of December 31,2011 

(in millions) 
Duke Energy' Duke Energy Duke Energy 

Duke Energy Can̂ linas Ohio Indiana 

2012 
2013 
2014 
2015 
2016 
Thereafter 

$ 1,894 
1,843 
1,609 
1,190 
1,762 
12,275 

$1,178 
705 
46 
506 
655 

6,184 

$ 507 
263 
46 
5 
54 

1,680 

$ 6 
405 
5 
5 

479 
•2,559 

Total long-term debt, InciuclinR current maturities $20,573 $9,274 $2,555 $3,459 

The Duke Energy Registrants have the ability under certain debt 
facilities to call and repay the obligation prior to its scheduled 
maturity. Therefore, the actual timing of iiture cash repayments 
could be materially different than tiie above as a result of Duke 
Energy Registrant's ability to repay these obligations prior to their 
scheduled maturity. 

Available Credit Facilities. 

In November 2011, Duke Energy entered into a new $6 billion, 
five-year master credit facility, with $4 billion available at closing and 
the remaining $2 billion available following successful completion of 
the proposed merger with Progress Energy. The Duke Energy ^ 
Registrants each have borrowing capacity under the master credit 
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facility up to specified sublimits for each borrower. However, Duke 

Energ/ has the unilateral ability at any time to increase or decrease 

tiie porrowingsublimitsof each borrower, subject to a maximum 

sublimit for each borrower. See the table below for the borrowing 

sublimitsfor each ofthe borrowersas of DecemberSl, 2011. The 

amount available under the master credit facilily has been reduced. 

as indicated in the table below, by tiie use of the master credit facilily 
to backstop the issuances of commercial paper, letters of credit and 
certain tax-exempt bonds. As indicated, borrowing sub limits for the 
Subsidiaty Registrants are also reduced for amounts outstanding 
under tiie money pool arrangement. 

Master Credit Facility Summary as of December 31,2011 (in mJllions}< '̂>) 

Duke Energy 
(Parent) 

Duke Energy 
Carolinas 

Duke Energy 
Ohio 

Duke Energy 
Indiana 

Total 
Duke Energy 

Facility Sizefci 
Less: 
Notes Payable and Commercial Paper''̂ ) 
Outstanding Letters of Credit 
Tax-Exempt Bonds 

$1,250 $1,250 $700 $4,000 

(75) 
(51) 
— 

(300) 
(7) 

(95) 

— 
(27) 
(84) 

(150) 
— 

(Sl) 

(525) 
(85) 

(260) 

Available Capacity $1,124 $459 $3,130 

la) This summary only includes DuKe Energy's mastercredltfacliit/and, accofdingly, excludes certain demand faciiities and committed facililies thai are insignificant in size or which 
generally support "sry specific requirements, whicli pnmarily include facilities that backstop various outstanding tax-exempt bonds. These facilities that backstop various outstanding 
tax-exempt bonds generally have non-cancelable terms iri excess of one year from the balance sheet date, such that the Duke Energy Registrants have the ability to refinance such 
borrowings on a long-term basis. Accordingly, such borrowings are reflected as Long-term Debt on the Consolidated Balance Sheets ofthe respective Duke Energy Registrant. 
Credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 65% for each borrower. 
Represents the suWimitofeach borrower at December 3 1 , 2011. The Ouke Energy Ohiosublimit includes $100 millionfor Duke Ener® Kentucky. 
Ouke Energy issued $450 million of Commercial Paper and loaned the proceeds through the money pool to Duke Energy Carolinas and Duke Energy Indiana (see money pool table 
aticwe). The balance are dassir̂ ed as lor^g^etm bcirowings within Long-teim Debt in Duke Enetgy Catotinsi' and Dute Energy Indiana's Consolidated Balance Sheets. Ouke Energy 
issued an additional $75 million of Commercial Paper in 2011. The Baiance isclassifled as Notes payable and commercial paper on Duke Energy's Consolidated Balance Sheets. 

At DecemberSl, 2011 and 2010, various tax-exempt bonds, 
commercial paper issuances and money pool borrowings were 
classified as Long-term Debt on the Consolidated Balance Sheets. 
These variable rate tax-exempt bonds, commercial paper issuances 
and money pool borrowings, which are shott-temi obligations by 
nature, are classified as long term due to Duke Energy's intent and 
ablli^ to utilize such borrowings as long-term financing, As Duke 

Energy's master credit facility and other specific purpose credit 
facilities have non-cancelable terms in excess of one year as of the 
balance sheet date, Duke Energy has the ability to refinance these 
short-term obligations on a long-term basis. The following tables 
show short-term obligations classified as long-term debt as of 
December 31 , 2011 and 2010' 

Short-term obligations dassified as 

(In millions) 

Tax exempt bonds'*«i< "̂« 
Notes payable and Commercial paper's' 
DERF'" 

Total 

long term 

Duke Energy 

$ 491 
450 
300 

$1,241 

December 31, 2011 

Duke Ener^ 
Carolinas 

S 95 
300 
300 

$695 

Duke Energy 
Ohio 

$111 

$111 

Duke Energy 
Indiana 

$285 
150 

$435 

(a) 

(d) 

(e) 

Of the $491 million of tax-exempt bonds outstanding at December 3 1 , 2011 at Duke Energy, the master credit facility seived as a backstop for $287 million of these tax-exempt bonds 
(oT which $27 million isin the fomi of letters of credit), with the remaining baiance backstopped by other specific long-term creditfacilitiesseparatefrom the master credit facility. 
For Duke EnergyCarolinas, ihe master credit facility served as a backstop for the $95 milllanof tax-exempt bonds outstanding at Oecemljer 31, 2011. 
Allof the S i l l miHionottax-exemptbondsoutstandingat December 31, 2011 at DukeEnergy Ohio were backstopped by Duke Energy'smastercreditfacillty (of which $27 million is 
in the form of letters of ctedit). 
Ofthe 3285 million of tax-exempt bonds outstanding at December 31, 2011 at Duke Eneigy Indiana, $81 million were backstopped by Duke Energy's master credit facility, with the 
remaining balance backstopped by other specific long-term credit faciiities separate from the master credit facility. 
Duke Energy has issued $450 million in Commercial Paper, which Is backstopped bythe master credit facility, and the proceeds are in the form of loans Ihrough the money pool lo Duke 
Energy Carolinas ot $300 million and Duke Energy Indiana of $150 million as of DecemberSl, 2011. 
DERF is a short-term obligation backed by a credit facility which expires in August 2013. 
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DecemberSl, 2010 

Duke Energy Duke Enei^ Duke Energy 
{in millions). 

Tax exempt bonds^ '̂fofeiM 

Notes payable and Commercial paper̂ '̂ 
DERPm 

Total 

Duke Energy 

$ 632 
450 
300 

$1,382 

Carolinas 

$ 95 
300 
300 

$695 

Ohio 

$161 

$161 

Indiana 

$352 
150 

$502 

(a) Of the $632 miliion of tax-exempt bonds outstanding at December 3 1 , 2010, at Ouke Energy, the master credit facility served as a backstop for $311 miUion of these tax-exempt bonds 
(of which $27 million is in the form of letters of credit], with the remaining balance backstopped by other specific long-term credit facililies separate from the master credit facility. 

(b) For DukeEnergy Carolinas, the master credit facility served as a backstop for the $95 miiiionoftax-exempt bonds outstanding at December 31, 2010. 
(c) Of the $161 millionof tax-exempt bonds outstanding at DecemberSl, 2010 at Duke Energy Ohio, $111 million were backstopped by Duke Energy'smastercreditfacillty (of which $27 

million is in the form of letters of credit), with the remaining balance backstopped by other specific long-term credit faciiities separate from ttie master credit facilily, 
(d) Of the $352 milllonoftax-exempt bonds outstanding at December 31, 2010 at Duke Energy Indiana, $81 million were backstopped by DukeEnergy'smastetcreditfaclllty, with the 

remaining balance backstopped by other specific long-term credit facilities separate teem the master credit facility. 
(e) Duke Energy has issued $450 million In Commercial Paper, which is backstopped by the master credit facility, and the proceeds are in the forni of loans through the money pool to Duke 

Energy Carolinas of S300 million and DukeEnergy Indiana of $150 million as of DecemberSl, 2010. 
(0 DERF is a short-term obligation backed by a credit facility which expires in August 2013. 

In January 2012, Duke Energy Indiana and Duke Energy 
Kentucky collectively entered into a $156 million two-year bilateral 
letter of credit agreement, under wtiich Duke Energy Indiana and 
Duke Energy Kentucky may reqtiest the issuance of letters of credit 
up to $129 million and $27 million, respectively, on their behalf to 
support various series of variable rate demand bonds. In addition, 
Duke Energt' Indiana entered into a $78 miilion two-year bilateral 
letter of credit facility. These credit facilities may not be used for any 
purpose other than to support the variable rate demand bonds issued 
by Duke Energy Indiana and Duke Enei^ Kentucky. In February 
2012, letters of credit were Issued corresponding to the amount of 
the facilities to support various series of tax-exempt bonds at Duke 
Energy Indiana and Duke Energy Kentucky. 

In April 2010, Duke Energy and Duke Energy Carolinas entered 
into a S200 million four-year unsecured revolving credit facilily which 
expires in April 2014. Duke Energy and Duke Energy Carolinas are 
co-borrowers under this facility, with Duke Energy having a 
maximum borrowing sublimit of $100 million and Duke Energy 
Carolinas having no maximum borrowing sublimit. Upon closing of 
the facility, Duke Energy made an initial borrowing of S75 million for 
general corporate purposes, which is classified as Long-term debt on 
the Consolidated Balance Sheets. 

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 
oltier than to support the variable rate demand bonds Issued by Duke 
Energy Indiana and Duke Energy Kentucky. In September 2010, the 
letter of credit agreement was amended to reduce the size to $327 
million and extended the maturity date to September 2012. In 
September 2011, the maturity date for the agreement was extended 
to December 2012 and in December 2011, the maturity date was 

extended to March 2013 and the facility size was reduced to $208 
million. The facility was subsequently terminated in 2012. 

Restrictive Debt Covenants. 

The Duke Energy Registrants' debt and credit agreements 
contain various financial and other covenants. Failure to meet those 
covenants beyond applicable grace periods could result in accelerated 
due dates and/or termination of the agreements. Asof December 31 , 
2011, each of the Duke Energy Registrants were in compliance with 
all covenants related to their 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 subsidianes. None ofthe significant debt or credit agreements 
may contain material adverse change clauses. 

Other Financing Matters. 

In September 2010, Duke Energy filed a registration statement 
{Form S-3) with the SEC. Under this Form S-3, which is uncapped, 
Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke 
Energy Indiana may issue debt and other securities in the future at 
amounts, prices and with terms to be determined at the time of future 
offerings. The r^istration statement also allows for the issuance of 
common stock by Duke Energy. 

At December 31 , 2011 and 2010, $2.0 billion of debt Issued 
by Duke Energy Carolinas was guaranteed by Duke Energy. 

Other Loans. 

During 2011 and 2010, 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 
$457 million as of December 31, 2011 and $444 million asof 
DecemberSl, 2010. The amounts outstanding were carried as a 
reduction of the related cash surrender value that Is included in Ottier 
witinin Investments and Other Assets on the Consolidated Balance 
Sheets. 
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7. GUARANTEES AND INDEMNIFICATIONS 

Duke Energy and Its subsidiaries have various financial and 
performance guarantees and indemnifications which are issued in the 
normal course of business. As discussed below, these contracts 
Include performance guarantees, stand-by letters ofcredit, debt 
guarantees, surety bonds and indemnifications. Duke Energy and its 
subsidiaries enter into these arrangements to facilitate commercial 
transactions with third parties by enhancing the value of the 
transaction to the third party. 

On January 2, 2007, Duke Energy completed the spin-off of its 
natural gas businesses to shareholders. Guarantees that were issued 
by Duke Energy or its affiliates, 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 $206 million. 

Duke Energy has issued performance guarantees to customers 
and other third parties that guarantee the payment and performance 
of other parties, including certain non-wholly-owned entities, as well 
as guarantees of debt of certain non-consolidated enfities and less 
than wholly-owned consolidated entities. If such entities were to 
default on payments or performance, Duke Energy would be required 
under the guarantees to make payments on the obligations of the less 
than wholly-owned entity. The maximum potential amount of future 
payments Duke Energy could have been required to make under 
these guarantees as of DecemberSl, 2011 was $291 million. Of 
this amount, $50 million relates to guarantees issued on behalf of 
less frian wholly-owned consolidated entities, with the remainder 
related to guarantees issued on behalf of third parties and 
unconsolidated affiliates of Duke Energy. 

Ofthe guarantees noted above, $330 million of the guarantees 
expire between 2012 and 2028, with the remaining performance 
guarantees having no contractual expiration. 

Included in the maximum potential amount of future payments 
discussed above is $40 million of maximum potential amounts of 
future payments associated with guarantees issued to customers or 
other third parties related to the payment or performance obligations 
of certain entities that were previously wholly-owned by Duke Energy 
but which have been sold to third parties, such as DukeSolutions, 
Inc. (DukeSolutions) and Duke Engineering & Seivlces, Inc. (DE&S). 
These guarantees are primarily related to payment of lease 
obligations, debt obligations, and performance guarantees related to 
provision of goods and services. Duke Energy has received 
back-to-back Indemnification from the buyer of DE&S indemnifying 
Duke Energy for any amounts paid related to the DE&S guarantees. 
Duke Energy also received indemnification from the buyer of 

DukeSolutions for the first $2.5 million paid by Duke Energy related 
to the DukeSolutions guarantees. Further, Duke Energy granted 
indemnification to the buyer of DukeSolutions with respect to losses 
arising under some energ/ seivlces agreements retained by 
DukeSolutions after the sale, provided that the buyer agreed to bear 
100% of the performance risk and 50% of any other risk up to an 
aggregate maximum of $2.5 million (less any amounts paid by the 
buyer under the indemnity discussed above). Additionally, for certain 
performance guarantees, Ouke Energy has recourse to subcontractors 
Involved in providing ser/ices 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 former 
non-wholly-owned entity to honor its obligations to a third party, as 
well as used bank-issued stand-by letters of credit to secure the , • 
perfonnance of non-wholly-owned entitles to a third par^ 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 2005, 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 ofthese 
guarantee obligations and recorded a charge of $26 million 
associated with these obligations, which represented Duke Energy's 
best estimate of its exposure under these guarantee obligations. At the 
time the charge was recorded, the face value of the guarantees was 
$70 million, which has since been reduced to $13 million as of 
DecemberSl, 2011, 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, wan-anties 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 the nature of the claim and the 
particular transaction.- Duke Energy is unable to estimate the total 
potential amount of future payments under these indemnification 
agreements due to several factors, such as the unlimited exposure 
under certain guarantees., 

At DecemberSl, 2011, the amounts recorded on the 
Consolidated 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 $19 million. This amount Is primarily recorded 
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in Other within Deferred Credits and Other Liabilities on the 

Consolidated Balance Sheets. 

8. JOINT OWNERSHIP OF GENERATING AND 
TRANSMISSION FACILITIES 

Duke EnergyCarolinas, along with North Carolina Municipal 
Power Agency Number 1, North Carolina,Electric Membetship 
Corporation and Piedmont Municipal Power Agency, have joint 
ownership of Catawba Nuclear Station, which is a facility operated by 
Duke Energy Carolinas. 

Duke Eneigy Ohio, Columbus Southern Power Company, and 
Dayton Power & Light jointly own electric generating units and related 
transmission facilities in Ohio. Duke Energy Kentucky and Dayton 
Power & Light jointly own an electric generating unit. At 
DecemberSl, 2011, Duke Energy Ohio and WVPA jointly owned 
Vermillion Station. Additionally, Duke Energy Indiana Is a joint-owner 
of Gibson Station Unit No. 5 with WVPA and Indiana Municipal 
Power Agency (IMPA), as well as a joint-owner with WVPA and 
IMPA of certain Indiana transmission proper^/and local facilities. 
These facilities constitute part of the integrated transmission and 
distribution systems, which are operated and maintained by Duke 
Energ/ Indiana. 

The Duke Energy r^istranfs share of jointly-owned plant or facilities included on the December 31 , 2011 Consolidated Balance Sheets is 

as follows: 

(in millions) 
Ownership Property, Plant, Accumulated Consfruction Work 

Share and Equipment Depreciation , In Prepress 

Duke Energy 
Duke Energy Carolinas 

Production; 
Catawba Nuclear Station (Units 1 and 2)i3' 

Duke Energy Ohio 
Production; 

Miami Fort Station (Units 7 and 8)'" 
W.C. Beckjord Station (Unit 6W^^ 
J.M. Stuart Station*iw 
Conesville Station (Unit4)iww 
W.M. ZimmerStatlon"=> 
Killen Station'ww 
Vermllllon'We) 

Transmission^ '̂ 
Duke Energy Kentucky 
Production: 

East Bend Station'̂ ' 
Duke Energy Indiana 

PnDduction: 
Gibson Stafion (Unit 5)<̂ ' 

Transmission and local facilities'^' 
International Energy 

Production; 
Brazil — Canoas I and 11 

19.25% 

69.0 

50.05 
Various 

47.2 

434 

305 
3,335 

332 

$ 427 

234 

141 
1,448 

91 

S 5 

64,0 
37.5 
39.0 
40.0 
46.5 
33,0 

, 75.0 
Various 

612 
— 

B05 
295 

1,318 
304 
174 
104 

190, 
_ 

251 
51 

559 
139 
61 
54 

4 
— 
17 
14 
39 
3 

— 
• — 

(a) Included in USFE&G segment. 
(b) Included in Commercial Power segment. 
(c) Station is not operated by Duke Enerfii Ohio. 
(d) During the 2010 and 2009, Duke Energy Ohio recorded impairment chafes to write-down its share of W.C. Beckiord Station to fair value. See Note 12 for further details. 
(e) After receiving approval from ttie FERC and the IURC, on Januaiy 12, 2012, Duke E n e ^ Ohio completed the sale its 75% ownership in the Vermillion Generating Station. Upon the 

dose, Duke Energy Indiana and WVPA held 62.5% and 37.5% interests, respectively. See Notes2and5forfurther discussion ofthe Vemiilllon transaction. 

The Duke Energy registrant's share of revenues and operating 
costs of the above jointly owned generating facilities are included 
within the corresponding line on Itie Consolidated Statements of 
Operations. Each participant in the jointly owned facilities must 
provide its own financing. 

9. ASSET RETIREMENT OBUGATIONS 

Asset retirement obligations, which represent legal obligations 

associatied with the retirement of certain tangible long-lived assets, are 

computed as the present value of the projected costs for the future 
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retirement of specific assets and are recognized in the period in which 
the liability is incurred, ifa reasonable estimate of fair value can be 
made. The present value of the liability is added to the carrying 
amount of the associated asset in the period the liability is Incurred 
and this additional carrying amount is depreciated over the remaining 
life ofthe asset. Subsequent to the initial recognition, the liability is 
adjusted for any revisions to the estimated future cash flows 
associated with the asset retirement obligation (with corresponding 
adjustments to properly, plant, and equipment), which can occur 
due to a number of factoid including, but not limited to, cost 
escalation, changes in technology applicable to the assets to be 
retired and changes in federal, state or local regulations, as well as for 
accretion of the liability due to the passage of time until the obligation 
is settled. Depreciation expense is adjusted prospectively for any 
increases or decreases to the carrying amount of the associated asset, 
The recognition of asset retirement obligations has no impact on the 
earnings of Duke Energy's r^ulated electric operations as the effects 
of the recognition and subsequent accounting for an asset retirement 

obligation are offset by the establishment of regulator/ assets and 
liabilities pursuant to regulatory accounting. 

Asset retirement obligations recognized by Duke Energy relate 
primarily to the decommissioning of nuclear power facilities, asbestos 
removal, closure of landfills and removal of wind generation assets. 
Asset retirement obligations recognized by Duke Energy Carolinas • 
relate primarily to the decommissioning of nuclear power facilities, 
asbestos removal and closure of landfills at fossil generation facilities. 
Asset retirement obligations at Duke Energy Ohio relate primarily to 
the retirement of gas mains, asbestos abatement at certain generating 
stations and closure and post-closure activities of landfills. Asset 
retirement obligafions at Duke Energy Indiana relate primarily to 
obligations associated with future asbestos abatement at certain 
generating stations. Certain of the Duke Energy Registrants' assets 
have an indeterminate life, such as transmission and distribution 
facilities and thus the fair value of the retirement obligation Is not 
reasonably estimable. A liability for these asset retirement obligations 
will be recorded when a fairvalue is determinable. 

The following tables present frie changes to the liabili^ associated with asset retirement obligations for the Duke Energy Registrants during 

the years ended DecemberSl, 2011 and 2010: 

December 31, 2011 

{In millions) 
Duke Energy Duke Energy Ouke Enei^ 

Duke Energy Carolinas Ohio Indiana 

Balance as of January 1, 
Accretion expense'*' 
Liabilities settled 
Revisions In estimates of cash flows 
Liabilities incurred in the current year 

$1,816 
111 

(3) 
1 

11 

$1,728 
105 

(1) 
9 
5 

$27 
2 

(2) 

$46 
2 

(9) 
4 

Balance asof DecemberSl, 

(a) Substantially all of the accretion 
r^ulatory accounting treatment 

(In millions) 

expense for the years 
as discussed above. 

ended Decembe 31 

$ 1 , 9 3 6 $1,846 $27 $43 

2011 relate to Duke Energy's regulated electric operations and has been deferred in accordance with 

Duke Energy 

DecemberSl, 2010 

Duke Energy 
CanDlinas 

Duke Energy 
Ohio 

Duke Energy 
Indiana 

Balance as of Januar/ 1, 
Accretion expense'̂ * 
Correction of prior year error̂ ''' 
Uabilities settled 
Revisions in estimates of cash flows 
Uabilities incurred in the current year 
Other 

£ 3,185 
97 

(1,465) 
(10) 

(8) 
12 

5 

$ 3,098 
93 

(1,465) 
(7) 
(1) 
5 
5 

36 
1 

(10) 

$42 
2 

(3) 
4 
1 

Balance as of December 31, $ 1,816 $ 1,728 $ 2 7 

(a) Substantially all of the accretion expense for the years ended December 31, 2010 relate to Duke Energy's r^ulaled electric operations and has been deferred in accordance with 
regulatory accounting treatment, as discussed above. 

(b) In the second quarter of 2010, Duke Energy Carolines recorded a $1.5billioncortectlonof an error to reduce the nuclear decommissioning asset'etirement obligation liability, with 
offsetting impacts to regulatory assets and property, plant and equipment. This correction had no Impact on Duke Energy Carolinas'equity, results of operations or cash flows. 

Duke Energy's regulated electric and r^ulated natural gas 
operations accrue costs of removal for properly that does not have an 
associated legal retirement obligation based on regulatoty orders from 
the various state commissions. These costs of removal are recorded 

as a regulatory liability in accordance with regulatory treatment. Duke 

Energy does not accrue the estimated cost of removal for any 

non-r^ulated assets (including Duke Energy Ohio's generation 

assets). See Note 4 for the estimated cost of removal for assets 

147 



PARTII 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGY OHIO, INC. ' DUKE ENERGY INDIANA, INC.-

Combined Notes to Consolidated Financial Statements - (Continued) 

without an associated legal retirement obligation, which are Included 

in Other Deferred Credits and Other Liabilities on the Consolidated 

Balance Sheets as of December 31 , 2011 and 2010. 

Nuclear Decommissioning Costs. 

In 2009 and 2010, the NCUC and PSCSC, respectively 
approved a $43 million annual amount for contributions and 
expense levels for decommissioning. In each of the years ended 
DecemberSl, 2011, 2010 and 2009, Duke EnergyCarolinas 
expensed $48 million and contributed cash of $48 million to the 
NDTF for decommissioning costs. These amounts are presented in 
the Consolidated Statements of Cash Flows in Purchases of 
Aval lable-For-Sale Securities within Net Cash Used in Investing 
Activities. The entire amount of these contributions were to the funds 
reserved for contaminated costs as contributions to the funds reserved 
for non-contaminated costs have been discontinued since the current 
estimates indicate existing funds to be sufficient to cover projected 
future costs. Both the NCUC and the PSCSC have allowed Duke 
Energy Carolinas to recover estimated decommissioning costs through 
retail rates over the expected remaining service periods of Duke 
Energy Carolinas' nuclear stations, Duke Energy Carolinas believes 
that the decommissioning costs being recovered through rates, when 
coupled with expected fund earnings, will be sufficient to provide for 
the cost of future decommissioning. . 

The following table includes Information related to Duke Energ/ 
Carolinas' NDTF investments. 

DecemberSl, 

(in millions) 2011 2010 

NDTF investments'̂ ' $2,060 $2,014 
Fair value of assets legally restricted for the purpose 

of settling assets retirement obligations 
associated with nuclear decommissioning"" 1,797 1,744 

(a! Atnounts are recorded within Investirierrts and Otfier Assets in (he CaiTsalfdated 
Balance Sheets. The increase in the value of the NDTF during 2011 is due to annual 
contributions made to the funds offset by losses In debt and equity markets in 2011. 

(b) Use of the NDTF funds is restricted lo nuclear decommissioning activities and the 
NDTF Is managed and invested in accordance with applicable requirements of various 
regulatory bodies, including the NRC, Bie FERC, the NCUC, and the Intemal Revenue 
Service (IRS). 

As the NCUC and the PSCSC require that Duke Energy 
Carolinas update Its ccst estimate for decommissioning its nuclear 
plants every five years, new site-specific nuclear decommissioning 
cost studies were completed in January 2009 that showed total 
estimated nuclear decommissioning costs, including the cost to 
decommission plant components not subject to radioactive 
contamination, of $3 billion in 2008 dollars. This estimate includes 
Duke Energy Carolinas' 19,25% ownership interest In the Catawba 
Nuclear Station. The other joint owners of Catawba Nuclear Station 
are responsible for decommissioning costs related to their ownership 
interests In the station. The previous study, completed in 2004, 
estimated total nuclear decommissioning costs. Including the cost to 
decommission plant components not subject to radioactive 
contamination, of $2.3 billion in 2003 dollars. 

Duke Energy Carolinas filed these site-specific nuclear 
decommissioning cost studies with the NCUC and the PSCSC in 
conjunction with vanous rate case filings. In addition to the 
decommissioning cost studies, a new funding study was completed 
and indicates the current annual funding requirement of $48 million 
is sufficient to cover the estimated decommissioning costs. 

The operating licenses for Duke Energ/ Carolinas' nuclear units 
are subject to extension. The following table includes the current 
expiration of Duke Eneigy Carolinas nuclear operating licenses. 

Unit Year of Expiration 

Catawba Unit 1 
Catawba Unit 2 
McGuire Unit 1 
McGuire Unit 2 
Oconee Unit 1 
Oconee Unit 2 
Oconee Unit 3 

2043 
2043 
2041 
2043 
2033 
2033 
2034 
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10. PROPERTY, PLANT AND EQUIPMENT 

December 31, 2011 

in millions) 
Estimated 

Useful Life 
Duke Ener^ Duke Energy Duke Energy 

Carolinas Ohio Indiana Duke Energy 

(Years) 
Land 
Plant —Regulated 

Electric generation, distribution and transmisslon'^> 
Natural gas transmission and distribution'^* 
Other buildings and impnovements'^' 

Plant—Unregulated 
Electric generation, distribution and transmission'^) 
Other buildings and improvements'^' 

Nuclear fuel 
Equlpmenf^' 
Constnjction in prxess'^' 
Othe^̂ |̂ 

— $ 745 S 372 S 135 $ 88 

8-125 
12-60 
25-100 

8-100 
18-40 

— 
3 - 3 3 

— 
5-33 

38,330 
1,927 

672 

5,464 
2,095 
1,213 

863 
7,664 
2,477 

26,466 
— 

428 

— 
1.213 

248 
3,774 

499 

3,595 
1,927 

106 

3,997 
192 
— 

168 
255 
257 

8,269 
_ 

138 

—, 
— 

134 
2,992 

170 

Total property, plant and equipment 
Total accumulated depreciation — regulated*'''"^' 
Total accumulated depreciation — unregulated<='<* 

61,450 
(16,630) 
(2,159) 

33,000 
(11,349) 

10,632 
(1,916) 
(678) 

11,791 
(3,393) 

Total" net property, plant and equipment $ 42,661 $ 21,651 S 8,038 $ 8,398 

la) Includes capllalized leases of S444 million, $53 million, $82 million, and $33 million at Duke Ene^, Duke Energy Carolinas, Duke Energy Ohio, and Duke Energy Indiana, 
respectively, 

(b) Includes $578 million of accumulated amorllzation of nuclear fuel at Duke Energy and Duke Energy Carolinas. 
(0 Includes accumulated amortijatlon of capitali?ed leases of $28 million, an insignificant amount, $11 million and $6 millionat Duke Energy, Duke Energy Ca id inas, Duke Energy Ohio; 

and Dcske Energy Indiana, lespecfi'vely. 
(dl Includes accumulated depceclafion of VIEs of $62 million at December 31,2011 at Duke Energy. 

DecemberSl, 2010 

In millions) 
Estimated 

Useful Life Duke Energy 
Duke Energy 

Carolinas 
Duke Ener^ 

Ohio 
Duke Energy 

Indiana 

(Years) 
Undf^i 
Plant —Regulated 

Electric generation, distribution and transmission'ai 
Natural gas transmission and distribution'^' 

Other buildings and improvements'^) 

Plant—Unregulated 
Electric generation, distribution and transmission'^* 
Other buildings and improvements'^i 

Nuclear fuel 
Equlpmenf^' 
Construction in process'^' 

— $ 743 $ 357 $ 133 $ 89 

8-125 
12-50 
25 -100 

8-100 
20-90 

— 
3 - 3 3 

— 
5-33 

36,744 
1,815 

610 

5,255 
2,108 
1,176 

718 
7,015 
2,354 

58,539 
(16,273) 
(1,922) 

24,980 
— 

366 

1 
1,176 

166 
3,677 

468 

31,191 
(11,126) 

— 

3,483 
1,815 

111 

3,960 
188 

— 
147 
182 
240 

10,259 
(1,832) 

(579) 

8,282 
— 

132 

— 
— 

128 
2,426 

156 

11.213 
(3,341) 

— 

Total property, plant and equipment 
Total accumulated depreciation — regulated"'*''^' 
Total accumulated depreciation — unregulated'^"^' 

Total net property, plant and equipment $ 40,344 $ 20,065 $ 7,848 $ 7,872 

(a) Includes capitalized leases of $414 million, $134 million, and $53 million at Duke Energy, Duke Energy Ohio, and Duke Enet^ Indiana, respectively. 
(bl Includes $567 million of accumulated amortization ot nuclear fuel at Duke Energy and Duke Energy Carolinas. 
(c) Includes accumulated amortlzatton of capitalized leases of $31 million, $17 million and $10 million at Duke Energy, Duke Energy Ohio, and Duke Energy Indiana, respectively. 
(a) Includes accumulated depreciation of VIEs of $45 million at December 31, 2010 at Duke Energy, 
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The following table presents capitalized interest, which includes 

the debt component of AFUIX, for the years ended December 31 , 

2011, 2010, and 2009 respectively: 

Duke Energy Indiana 

For the years ended DecemberSl, 

(In millions) 
Years Ended December 31, 

(in millions) 2011 2010 2009 

Duke Energy 
Duke Energy Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

$166 $167 $102 
78 83 65 

9 8 4 
33 19 13 

I ncom^( Expense) 
Interest income 
AFUDC equity 
Other 

2011 

$14 
88 
{5) 

2010 

$14 
56 
— 

2009 

$14 
29 
(5) 

Total $97 $70 $38 

1 1 . OTHER INCOME AND EXPENSES, NET 

The components of Other Income and Expenses, net on the 
Consolidated Statements of Operations for the years ended 
December 31 , 2011, 2010 and 2009 are as follows; 

12. GOODWILL, INTANGIBLE ASSETS AND 
IMPAIRMENTS 

Goodwill. 

The following table shows goodwill by reportable segment for 

Duke Ener^and Duke Ener^^ Ohio at DecemberSl, 2011 and 
2010: 

Duke E n e i ^ 

(in millions) 

lncome/( Expense): 
Interest income 
Foreign exchange gains (losses)'^' 
AFUDC equity 
Deferred retums 
Other 

Total 

(a) Primarily relates to International Energy' 
balances into the functional currency. 

Duke Energy Carolinas 

(in millions) 

lncQme/(Expense): 
Interest income 
AFUDC equity 
Deferred retums 
Other 

Total 

Duke E n e i ^ Ohio 

(in millions) 

lncome/( Expense): 
Interest income 
AFUDC equity 
Other 

Total 

Forthe years 

2011 

$ 53 
2 

260 
10 
51 

$376 

ended DecemberSl, 

2010 

$ 67 
1 

234 
15 
53 

$370 

2009 

$ 77 
23 

153 
(7) 

38 

$284 

remeasurement of certain cash and debt 

For the years 

2011 

$ 10 
168 

10 
(2) 

$186 

For the years 

2011 

$14 
5 

— 
$19 

ended DecemberSl, 

2010 

$ 23 
174 
15 

$212 

2009 

$ 6 
125 

(7) 
(2) 

$122 

ended DecemberSl, 

2010 

$18 
4 
3 

$25 

2009 

$10 
(2) 
3 

$11 

Duke Ener^ 

{in millions) 

Balance at DecemberSl, 
2010: 

Goodwill 
Accumulated Impairment 

Charges 

Balance at December 3 1 , 
2010, as adjusted for 
accumulated Impairment 

char ts 
Foreign Exchange and Other 

Changes 

Balance as of December 3 1 , 
2011: 

Goodwill 
Accumulated Impairment 

Charges 

Balance at December 3 1 , 
2011, as adjusted for 
accumulated impairment 
charges 

USFE&G 

$3,483 

— 

3,483 

— 

3,4SS 

$3,483 

Commercial 
Power 

$940 

(871) 

69 

— 

940 

(871) 

$ 69 

nternational 
Enetgy Total 

$306 $4,729 

— (871) 

306 3,858 

(9) (9) 

297 4,720 

— (871) 

$297 $3,849 
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(in millions) 

Duke Ener^ Ohio 
Balance at DecemberSl, 2010: 
Goodwill 
Accumulated Impairment Charges 

Balance at December 3 1 , 2010, as 
adjusted for accumulated impairment 
charges 

Balance as of DecemberSl, 2011: 
Goodwill 
Accumulated Impairment Charges 

Balance at December 3 1 , 2011, as 
adjusted for accumulated impairment 
charges 

USFE&G 

$1,137 
(216) 

921 

1,137 
(216) 

$ 921 

Hommercial 
Power Total 

$ 1,188 $ 2,325 
(1,188) (1,404) 

— 921 

1,183 2,325 
(1,188) (1,404) 

$ — $ 921 

Duke. Energy. 

Duke Energy is required to perform an annual goodwill 
impairment test as of the same date each year and, accordingly, 
performs its annual impairment testing of goodwill as of August 31. 
Duke EneiEV updates the test between annual tests if events or 
circumstances occur that would more likely than not reduce the fair 
value of a reporting unit below Its carrying value. 

Duke Energy early adopted the revised goodwill Impairment 
accounting guidance during the third quarter of 2011 and applied 
this revised guidance to its August 31 , 2011 annual goodwill 
impairment test. Pursuant to the revised guidance an entity may first 
assess qualitative factors to determine whether it is necessary to 
perform the two step goodwill impairment test. If deemed necessaiy, 
the two-step Impairment test shall be used to identify potential 
goodwill impairment and measure the amount of a goodwill 
Impairment loss, if any, to be recognized. Duke Energy's annual 
qualitative assessments under the new accounting guidance include 
reviews of current forecasts compared to prior forecasts, consideration 
of recent fair value calculations, if any, review of Duke Energy's, as 
well as its peers, stock price performance, credit ratings of Duke 
Energy's significant subsidiaries, updates to weighted average cost of 
capital {WACO calculations or review of the key inputs to the WACC 
and consideration of overall economic factors, recent regulatory 
commission actions and related regulatory climates, and recent 
financial performance. Duke Energ/ determined it was more likely 
than not that the fair value of each of its reporting units exceeded 
their cartying value at August 31 , 2011 and that the two step 
goodwill impairment test was not required. 

In the second quarter of 2010, based on circumstances 
discussed below, management determined that it was more likely 
itian not that the fair value of Commercial Power's non-regulated 
Midwest generation reporting unit was below its respective carrying 
value. Accordingly, an interim impairment test was performed for this 
reporting unit. Determination of reporting unit fair value was based on 
a combination ofthe income approach, which estimates the fair 
value of Duke Energy's reporting units based on discounted future 

cash flows, and the market approach, which estimates the fair value 
of Duke Energ/'s reporting units based on market comparables within 
the utilify and energy industries. Based on completion of step one of 
the second quarter 2010 impairment analysis, management 
determined that the fair value of Commercial Power's non-regulated 
Midwest generation reporting unit was less than its. carrying value, 
which included goodwill of $500 million. 

Commercial Power's non-regulated Midwest generation 
repoiting unit includes nearly 4,000 MW of primarily coal-flred 
generation capacity in Ohio which was dedicated under the ESP 
through DecemberSl, 2011, Additionally, this reporting unit has 
approximately 3,600 MW of gas-fired generation capacity In Ohio, 
Pennsylvania, Illinois and Indiana which provides generation to 
unregulated energy markets In the Midwest. The businesses within 
Commercial Power's non-regulated Midwest generation reporting unit 
operate in unregulated markets which allow for customer choice 
among suppliers. As a result, the operations within frils 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 renewable 
generation assets, are in a separate reporting unit for goodwill 
impairment testing purposes. No irripairment existed with respect to 
Commercial Power's renewable generation assets. 

The fair value of Commercial Power's non-regulated Midwest 
generation reporting unit is impacted by a multitude of factors, 
including current and forecasted customer demand, forecasted power 
and commodity prices, uncertain^ of environmental costs, 
competition, the cost of capital, valuation of peer companies and 
r^ulatoiy and legislative developments. Management's assumptions 
and views of these factors continually evolve, and certain views and 
assumptions used in determining the fair value of the reporting unit in 
the 2010 interim Impairment test changed significantly from those 
used in the 2009 annual impairment test. These factors had a 
significant impact on the valuation of Commercial Power's 
non-regulated Midwest generation reporting unit. More specifically, 
the following factors significantly impacted management's valuation 
ofthe reporting unit: 

* Sustained lower fon/vard power prices — In Ohio, Duke 
Energy's Commercial Power segment provided power to retell 
customers under the ESP, which utilizes rates approved by the 
PUCO through 2011. These rates in 2010 were abwe market 
prices for generation sen/ices, resulting in customers switching 
to other generation providers. As discussed in Note 4, Duke 
Energy Ohio will establish a new SSO for retail load customer 
for generation after the current ESP expires on December 31 , 
2011. Given forward power prices, which declined from the 
time of the 2009 Impairment, significant uncertainty existed 
with respect to the generation margin that would be eamed 
under the new SSO. 

• Potentially more stringent environmental regulations from the 
U.S: EPA—\r\ May and July of 2010, the EPA issued 
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proposed rules associated with the regulation of CCRs to 
address risks from the disposal of CCRs (e.g., ash ponds) and 
to limit the interstate transport.of emissions of NÔ^ and SO2. 
These proposed regulations, along with other pending EPA 
regulations, could result in significant expenditures for coal 
fired generation plants, and could result in the early retirement 
of certain generation assets, which do not currently have 
control equipment for NO;, and SO2, as soon as 2014. 

" Customer switching — ESP customers have increasingly 
selected alternative generation sen/ice providers, as allowed by 
Ohio legislation, which further erodes margins on sales. In the 
second quarter of 2010, Duke Energy Ohio's residential class 
became the target of an intense marketing campaign offering 
significant discounts to residential customers that switch to 
alternate power suppliers. Customer switching levels were at 
approximately 55% at June 30, 2010 compared to 
approximately 29% in the third quarter of 2009. 

As a result of the factors above, a non-cash goodwill impairment 
charge of $500 million was recorded during the second quarter of 
2010. This Impairment charge represented the entire remaining 
goodwill balance for Commercial Power's non-regulated Midwest 
generation reporting unit. In addition to the goodwill impairment 
charge, and asa resultof factors similar to those descrit)ed above. 
Commercial Power recorded $160 million of pre-tax impairment 
charges related to certain generating assets and emission allowances 
primahly associated with, these generation assets in the Midwest to 
write-down the value of theseassets to their estimated fair value. The 
generation assets that were subject to this impaimient charge were 
those coal-flred generating assets that do not have certain 
environmental emissions control equipment, causing these 
generation assets to be heavily impacted bythe EPA's proposed rules 
on emissions of NOj; and SO2. These impairment charges are 
recorded in Goodwill and Other Impairment Charges on Duke 
Energy's Consolidated Statement of Operations. 

During 2009, in connection with the annual goodwill 
Impairment test, Duke Energy recorded an approximate $371 million 
impairment charge to write-down the carrying value of Commercial 
Power's non-regulated Midwest generation reporting unit to Its 
Implied fair value. Additionally, in 2009 and asa result of factors 
similar to those deschbed above. Commercial Power recorded $42 
million of pre-tax impairment charges related to certain generating 
assets in the Midwest to write-down the value of these assets to their 
estimated fair value. These impairment charges are recorded in 
Goodwill and Other Impairment Charges on Duke Energy's 
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 heavily on the Income approach to estimate the fair 
value ofthe Impaired assets. 

The fair value of Commercial Power's non-regulated Midwest 
generation reporting unit in 2009 was impacted by a multitude of 

factors, including current and forecasted customer demand, current 
and forecasted power and_commodity prices, impact of the economy 
on discount rates, valuation of peer companies, competition, and 
regulatoiy and legislative developments. These factors had a 
significant impact on the risk-adjusted discount rate and other inputs 
used to value the non-regulated Midwest generation reporting unit 
More specifically, asof August 31 , 2009, the following factors 
significantly impacted management's valuation of the reporting unit 
that consequently resulted in an approximate $371 million non-cash 
goodwill impairment charge duhng the third quarter of 2009: 

• Decline in load (electricity demand) forecast — As a resu It of 
lower demand due to the continuing economic recession, 
forecasts evolved throughout 2009 that indicate that lower 
demand levels may persist longer than previously anticipated. 
The potential for prolonged suppressed sales growth, lower 
sales volume forecasts and greater uncertainty with respect to 
sales volume forecasts had a significant impact to the 
valuation of this reporting unit. 

• Depressed market pov^er prices — Low natural gas and coal 
prices 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 In 2009, Duke Energy 
provides power to retail customers under an ESP, which 
utilized rates approved by the PUCO through 2011. These 
rates were above market prices for generation services. The 
low levels of market prices impacted price forecasts and 
placed uncertainty over the pricing of power after the 
expiration of the ESP at the end of 2011. Additionally, 
customers began to select alternative energy generation service 
providers, as allowed by Ohio legislation, which further eroded 
margins on sales, 

• Carbon legislation/regulation developments — On June 26, 
2009, the U.S. House of Representatives passed The 
American Clean Energy and Security Act of 2009 (ACES) to 
encourage the development of clean energy sources and 
reduce greenhouse gas emissions. The ACES would create an 
economy-wide cap and trade program for large sources of 
greenhouse gas emissions. In September 2009, the U.S. 
Senate made significant progress toward their own version of 
climate legislation and, also in 2009, the EPA began actions 
that could lead to its regulation of greenhouse gas emissions 
absent carbon legislation. Climate legislation has the potential 
to 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. 

The fair values of Commercial Power's non-regulated Midwest 
generation reporting unit and generating assets for which 
impairments were recorded were determined using significant 
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unobservable inputs (i.e.. Level 3 inputs) as defined by frie 
accounting guidance for fair value measurements, 

Duke Energy Ohio. 

Duke Energy Ohio early adopted the revised goodwill 
impairment accounting guidance, discussed above, during the third 
quarter of 2011 and applied this revised guidance to its August 31 , 
2011 annual goodwill Impairment test. Duke Energy Ohio's 
qualitative assessment Included, among other things, reviews of 
current forecasts and recent fairvalue calculations, updates to 
Weighted average cost of capital calculations and consideration of 
overall economic factors and recent financial performance. Duke 
Energy Ohio determined it was more likely than not that the fair value 
of each of its reporting units exceeded their carrying value at 
August 31 , 2011 and that the two step goodwill impairmenttestwas 
not required. 

In the second quarter of 2010, based on circumstances 
discussed above for Duke Energy, management determined that is 
was more likely than not that the fair value of Duke Energy Ohio's 
non-regulated Midwest generation reporting unit was less than its 
carrying value. Accordingly, Duke Energy Ohio also impaired its en^re 
goodwill balance of $461 million related to this reporting unit during 
the second quarter of 2010. Also, as discussed above, Duke Energ/ 
Ohio recorded $160 million of pre-tax impairment charges related to 
certain generating assets and emission allowances primarily 
associated with these generation assets in the Midwest to write-down 
the value of these assets to their estimated fair value. 

In the second quarter of 2010, goodwill for Ohio Transmission 
and Distribution (Ohio T&D) was also analyzed. The fair value of the 
Ohio T&LD reporting unit Is impacted by a multitude of factors, 
including current and forecasted customer demand, discount rates, 
valuation of peer companies, and regulatory and legslative 
developments. Management periodically updates the load forecasts to 
reflect current trends and expectations based on the current 
environment and future assumptions. The spring and summer 2010 
load forecast Indicated that load would not return to 2007 weather-
normalized levels for several more years. Based on the results of tiie 
second quarter 2010 Impairment analysis, the fair value of the Ohio 
T&D reporting unit was $216 million below Its book value at Duke 
Energy Ohio and 340 million higher than its book value at Duke 
Energy. Accordingly, this goodwill impaimient charge was only 
recorded by Duke Energy Ohio. 

For the same reasons discussed above, during 2009, in 
connection with the annual goodwill Impairment test, Duke Energy 
Ohio recorded an approximate $727 million goodwill impairment 
chaise to write-down the carrying value of Duke Energ/ Ohio's 
non-regulated Midwest generation reporting unit to its implied fair 
value. Additionally, in 2009 and as a result of factors similar to those 
described above, Duke Energy Ohio recorded $42 million of pre-tax 
impairment charges related to certain non-r^ulated generating assets 
in the Midwest to write-down the value of these assets to their 
estimated fair value. 

The fair value of Duke Energy Ohio's Ohio T&D reporting unit for 
which an impairment was recorded was determined using significant 
unobsen/able inputs (i.e.. Level 3 inputs) as defined by the 
accounting guidance for fair value measurements. 

Duke Energy Ohio relied heavily on the income approach to 
estimate the fair value of the impaired assets. 

All ofthe above impairment charges are recorded In Goodwill 
and Other Impairment Charges on Duke Energy Ohio's Consolidated 
Statements of Operations. 

Intangibles. 

The carrying amount and accumulated amortization of 

intangible assets as of December 31 , 2011 and 2010 are as follows: 

(in millions) 

Emission allowances 
Gas, coal and power contracts 
Wind development rights 

Other 

Total gross carrying 
amount 

Accumulated amortization — 

gas, coal and power 

contracts 
Accumulated amortization — 

wind development rights 
Accumulated amortization — 

other 

Total accumulated 
amortization 

Total Intangible assets, net 

December 31 ,2011 

. Duke E n e i ^ Duke Energy 

Duke Enetgy 

$ 66 
295 
137 
72 

570 

t l 69 ) 

(7) 

(31) 

(207) 

$ 3 6 3 

Ohio 

$ 29 

271 
— 
10 

310 

(158) 

— 

(9) 

(167) 

$143 

Indiana 

$37 
24 
— 
— 

61 

(11) 

— 

— 

(11) 

$50 

(in millions} 

Emission allowances 

Gas, coal and power contracts 
Wind development rights 

Other 

Total gross cariylng amount 

Accumulated amortization — 

gas, coal and power contracts 
Accumulated amortization — 

wind development rights 
Accumulated amortization — 

other 

Total accumulated 
amortization 

Total intangible assets, net 

DecemberSl, 2010 

Duke Energy Duke Ene i ^ 
Duke Energy 

$ 175 
295 
119 
71 

660 

(157) 

(5) 

(31) 

(193) 

$ 4 6 7 

Ohio 

$ 125 
271 

— 
9 

405 

(148) 

— 

(9) 

(157) 

$248 

Indiana 

$49 
24 
— 
— 
73 

(9) 

— 

— 

(9) 

$64 
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Emission allowances In ttie tables above include emission 
allowances acquired by Duke Energy as part of Its merger with 
Cinergy, which were recorded at the then fair value on the date of the 
merger in April 2006, and emission allowances purchased by Duke 
Energy, Additionally, Duke Energy is allocated certain zero cost 
emission allowances on an annual basis. 

The change in the gross carrying value of emission allowances 
during the years ended December 31 , 2011 and 2010 are as 
follows: 

(In millions) 

Gross carrying value at 
beginning of period 

Purchases of emission 
allowances 

Sales and consumption of 
emission allowances'̂ !"̂ ' 

Impairment of emission 
allowances 

Other changes 

Gross carrying value at end of 
period 

December 31, 2011 

Duke Energy Duke Energy 
Duke Energy 

$175 

4 

(39) 

(79) 
5 

$ 66 

Ohio 

$125 

1 

(18) 

(79) 
— 

$ 29 

Indiana 

$49 

2 

(21) 

_ 
7 

$37 

(in millions) 

Gross carrying value at beginnir 
of period 

Purchases of emission 
allowances 

Sales and consumption of 
emission allowances'̂ '"'' 

Other changes 

Gross carrying value at end of 
period 

DecemberSl, 2010 

1 
Duke Energy 

ig 
$274 

14 

(66) 
(47) 

$175 

Duke Energy Duke Energy 
Ohio 

$191 

12 

(31) 
(47) 

$125 

Indiana 

$82 

1 

(34) 
— 

$49 

(a) Carrying value of emission allowances are recognized via a charge to expense when 
consumed, 

(bl See Note 3 for a discussion of gains and losses on sales of emission allowances by 
USFE&G and Commercial Power,' 

Amortization expense for gas, coal and power contracts, wind 
development rights and other intangible assets for the years ended 
D^emberSl, 2011, 2010 and 2009 was: 

(In millions) 2011 2010 2009 

Duke Energy 
Duke Energy Ohio 
Duke Energy Indiana 

$10 $24 $25 
8 20 23 
1 1 1 

• The table below shows the expected amortization expense for 
the next five years for intangible assets as of December 3 1 , 2011. 
The expected amortization expense includes estimates of emission 

allowances consumption and estimates of consumption of 

commodities such as gas and coal under existing contracts, as well 

as estimated amortization related to the wind development projects 

acquired from Catamount. The amortization amounts discussed 

below are estimates and actual amounts may differ from these 

estimates due to such factors as changes in consumption patterns, 

sales or impairments of emission allowances or other intangible 

assets, delays In the in-service dates of wind assets, additional 

intangible acquisitions and other events. 

Amortization Expense 

(in millions) 

Duke Energy 
Duke Ener^ Ohio 
Duke Energy Indiana 

2012 

$60 
16 
38 

2013 

$17 
11 

1 

2014 

$17 
10 
1 

2015 

$16 
10 

1 

2016 

$16 
9 
1 

Emission Allowance Impairments. 

On Augusts, 2011, the EPA published its final CSAPR in the 
Federal Register. As further discussed In Note 5, the CSAPR 
established state-level annual SO2 and NO;̂  budgets that were to take 
effect on January 1, 2012, and state-level ozone-season NO^ budgets 
that were to take effect on May 1, 2012, allocating emission 
allowances to affected sources in each state equal to the state budget 
less an allowance set-aside for new sources. The budget levels were 
set to decline in 2014 for many states, including each state that the 
Duke Energy Registrants operate in, except for South Carolina where 
the budget levels were to remain constant. The rule allowed both 
intrastate and interstate allowance trading. 

The CSAPR will not utilize CAA emission.allowances as the 
original CAIR provided. The EPA will issue new emission allowances 
to be used exclusively for purposes of complying with the CSAPR 
cap-and-trade program. Duke Energy has evaluated the effect of the 
CSAPR on the carrying value of emission allowances recorded at its 
USFE&G and Commercial Power segments. Based on the provisions 
of the CSAPR when the rule was published, Duke Energy Ohio had 
more SOj allowances than will be needed to comply with the 
continuing CAA add rain cap-and-trade program (excess emission 
allowances), Duke Energy Ohio incurred a pre-tax impairmentof $79 
million in the third quarter of 2011 to write down the carrying value 
of excess emission allowances held by Commercial Power to fair 
value. The charge is recorded in Goodwill and other impairment 
charges on Duke Energy and Duke Energy Ohio's (jDnsolldated 
Statement of Operations. This'amount was based on the fair value of 
total allowances held by Commercial Power for compliance under the 
continuing CAA acid rain cap-and-trade program on Augusts, 2011. 

As discussed in Note 5, on December 30, 2011, the D.C. 
District Court ordered a stay of the CSAPR. Based on the court's 
order, the EPA is expected to continue administering the CAIR that 
the Duke Energy Registrants have been complying with since 2009 
and which was to be replaced bythe CSAPR beginning in 2012. 
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other Impairments. 

As a result of project cost overages related to the Edwardsport 
IGCC plant, Duke Energy Indiana recorded pre-tax charges to 
earnings of $222 million in the third quarter of 2011 and $44 
million in the third quarter of 2010, 

Refer to Note 4 for a further discussion of the Edwardsport IGCC 

project. 

13. INVESTMENTS IN UNCONSOLIDATED AFFILIATES 
AND REUTED PARTY TRANSACTIONS 

Duke Ene i^ 

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 under the equi^ method are as 
follows: 

Commercial Power. 

As of December 31 , 2011, 2010 and 2009, investments 
accounted for under the equity method primarily consist of Duke 
Energy's approximate 50% ownership Interest in the five Sweetwater 
projects {Phase I-V), which are wind power assets located in Texas 
that were acquired as part of the acquisition of Catamount and a 
49% ownership interest In Suez-DEGS Solutions of Ashtabula LLC. 
As of DecemberSl, 2011, Duke Energy held a 50% ownership 
interest INDU Solar Holdings, LLC. 

International Ener^. 

Asof DecemberSl, 2011, 2010 and 2009, Duke Energy 
accounted for under the equity method a 25% Indirect interest in 
NMC, which owns and operates a methanol and MTBE business in 
Jubail, Saudi Arabia, 

Asof DecemberSl, 2011 and 2010, Duke Energy's wholly-
owned subsidiary, CGP Global Greece Holdings S.A. (CGP Greece) 
has as its only asset the 25% indirect interest in Attiki, and its only 
third-party liability is a debt obligation that Is secured by the 25% 
Indirect interest in Attiki. The debt obligation is also secured by Duke 
Energy's indirect wholly-owned Interest in CGP Greece and is 
othenwise non-recourse to Duke Energy. This debt obligation of $54 
million and $65 million as of December 31 , 2011 and 2010, 
respectively, is reflected In Current Maturities of Long-Term Debt on 
Duke Energy's Consolidated Balance Sheets. As of December 31 , 
2011 and 2010, Duke Energy's investment balance in Attiki was 
$64 million and $66 million, respectively. 

In November 2009, CGP Greece failed to make a scheduled 
semi-annual installment payment of principal and interest on the debt 
and in December 2009, Duke Energy decided to abandon its 
investment in Attiki and the related non-recourse debt. The decision 
to abandon the investment in Attiki was made In part due to the 

non-strategic nature ofthe Investment, In January 2010 the 
counterparty to the debt issued a Notice of Event of Default, asserting 
its rights to exercise CGP Greece's voting rights In and receive CGP 
Greece's share of dividends paid by Attiki. 

During 2010, the counterparty to the debt commenced a 
process with the joint venture parties to find a buyer for CGP Greece's 
25% indirect interest In Attiki, Effective in January 2010, Duke 
Energy no longer accounts for Attiki under the equity method, and the 
investment balance remaining on Attiki was transferred to Ofrier 
within Assets on the Consolidated Balance Sheet as Duke Energy 
retains legal ownership ofthe InvestmenL In December 2011, Duke 
Energy entered Into an agreement to sell its ownership interest in 
Attiki to an existing equity owner in a series of transactions that will 
result in the full discharge of its debt obligations. If all conditions of 
this agreement are met, Duke Energy expects the transaction to close 
in March 2012, 

Other. 

As of DecemberSl, 2011 and 2010, investments accounted 
for under the equity method primarily Include a 50% ownership 
Interest in the telecommunications investment, DukeNet, Asof 
DecemberSl, 2009, Investments accounted for under the equity 
method primarily included telecommunications investments. 

In December 2010, as discussed in Note 3, Duke Energy 
completed an agreement with Alinda to sell a 50% ownership 
interest in DukeNet. As a result of the disposition transaction, 
DukeNet and Alinda are equal 50% owners In the new joint venture. 
Subsequent to the closing of the DukeNet disposition transaction, 
effective on Decemtier 21, 2010, DukeNet is no longer consolidated 
into Duke Energy's consolidated financial statements and is 
accounted for by Duke Energy as an equity method investment. 

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

Additionally, Other included Duke Energy's effective 50% 
interest in Crescent which, as discussed further below, has a carrying 
value of zero. Crescent emerged from bankruptcy in June 2010 and 
following the bankruptcy proceeding, Duke Energy no longer has any 
ownership interest in Crescent. 

See Note 7 for a discussion of charges recorded in 2009 related 
to performance guarantees Issued by Duke Energy on behalfof 
Crescent. Crescent filed Chapter 11 petitions In a U.S, Bankruptcy 
Court In June"2009. 

Asof DecemberSl, 2010 and 2009, the cartying amount of 
investments in affiliates with carrying amounts greater than zero 
approximated the amount of underlying equity in net assets. 
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Impairments. 

TTiere were no significant pre-tax impairment charges to the 
carrying value of investments in unconsolidated affiliates duringthe 
yearended DecemberSl, 2011. During the years ended 
DecemberSl, 2010 and 2009, Duke Energy recorded pre-tax 
impairment charges to the carrying value of investments in 
unconsolidated affiliates of $11 million and $21 million, respectively. 
Approximately $18 million ofthe impairment charge recorded during 

the year ended DecemberSl, 2009 relates to International Energy's 
investment in Attiki, {discussed above). These impairment charges, 
which were recorded In Gains (Losses) on Sales 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 cariylng 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 

Asof: 

(in millions) 

DecemberSl, 2011 

Domestic 

$ 5 
188 
— 

167 

International 

$ -
— 
91 

9 

Total 

$ 5 
188 
91 

176 

DecemberSl 

Domestic 

$ 5 
174 
— 

173 

,2010 

International 

$— 
1 

83 
8 

Total 

$ 5 
175 
83 

181 

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

$360 $100 $460 $352 $92 $444 

Equity in Earnings of Equity Method Unconsolidated Affiliates 

For the Years Ended; 

December 31,2011 

(in millions) Domestic Intemational Total*̂ ' 

December 31, 2010 

Domestic International Total'ai 

DecemberSl, 2009 . 

Domestic International Totalis' 

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

$ - $ -
— 6 

145 145 
2 9 

— 7 
102 102 
2 7 

$(10) 
7 

E — ${10) 
— 7 
72 72 
1 1 

$13 $147 $160 $12 $104 $116 $ (3) $73 $ 70 

(a) Duke Energy's share of net earnings from these unconsolidated affiliates is reflected In Uie Consolidated Statements of Operations as Equity in Eamings of Unconsolidated Affiliates, 

During the years ended DecemberSl, 2011, 2010and 2009, 

DuKe Energy received distributions from equity investments of $149 

million, $111 million and $83 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 

As of December 31, 

(In millions) 2011 2010 

Balance Sheet 
Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 

$ 492 $ 413 
1,599 1,599 
(267) (242) 
(225) (145) 

Net assets $1,599 $1,625 

For the Years Ended 
DecemberSl, 

(in millions) 2011 2010 2009 

Income Statement 
Operating revenues 
Operating expenses 
Net income 

$1,615 $1,385 
865 924 
607 430 

S 1,509 
1,252 

257 

other Investments. 

Commercial Power had an Interest in South Houston Green 
Power, LP. {SHGP), which Is a cogeneratlon facility containing three 
combustion turbines in Texas City, Texas. Although Duke Energy 
owned a significant portion of SHGP, it was not consolidated as Duke 
Energ/ did not hold a majority voting control or have the ability to 
exercise control over SHGP, nor was Duke Energy the primaiy 
beneficiary. 
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Duke Energy exercised the cash settlement option of an asset 
swap agreement for SHGP and received total cash proceeds of $184 
million in December 2010, This transaction did not result in a 
significant gain. 

Advance SC, LLC, which provides funding for economic 
development projects, educational Initiatives, and other programs, 
was formed during 2004. USFE&G made donations of SS million, 
$1 million and $11 million to the unconsolidated subsidiaty during 
the years ended DecemberSl, 2011, 2010and 2009, respectively. 
Additionally, at DecemberSl, 2011, USFEŜ G had an immaterial 
trade payable to Advance SC, LLC. At DecemberSl, 2010, USFE&G 
had a trade payable to Advance SC, LLC, of $3 million. 

Duke Energy Carolinas 

Duke Energy Carolinas engages in related party transactions, 

which are generally performed at cost and in accordance with the 

applicable state and federal commission regulations. Balances due to 

or due from related parties Included in the Consolidated Balance 

Sheets are as follows: 

Asset$/(Liabilities] 

DecemberSl, DecemberSl, 
(in millions) 2011'"' 2010^ '̂ 

pension and other post-retirement benefit obligations as shown In the 

following table: 

Current assets'̂ *' 
Non-current assets^ 
Cun'ent liatail ities''?' 
Non-current liabilities*̂ ' 
Net deferred tax liabilitiesffJ 

E 51 
111 

(171) 
(64) 

(4,509) 

; 293 
104 

(195) 
(93) 

(3,906) 

(a) Balances exclude assets or liabilities associated with accrued pension and other post-
refirement benefits and money pool arrangements as discussed below, 

(b) Of the baiance at Decemtjer 31, 2011, $2 million is classified as Receivables and $49 
million is classified as Other witHin Current Assets on the Consolidated Balance Sheets, 
Ofthe balance at DecemberSl, 2010, $90 million is classified as Receivables and 
$203 million is classified as Other within Cuirent Assets on the Consolidated Baiance 
Sheets, 

(c) The balances at DecemberSl, 2011 and DecemberSl, 2010 are classified as Other 
within Irvestments and Other Assets on the Consolidated Balance Sheets, 

(d) Ofthe balance at DecemberSl, 2011, $157 million is classified as Accounts pavable 
and $14 million is classified as accrued taxes on the Consolidated Balance Sheets. The 
baiance at December 31, 2010 is dassified as Accounts payable on the Consolidated 
Balance Sheets, 

(e) Tlie balances at December 3 L 2011 and December 31, 2010 are classified as Other 
within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets, 

(D Of the balance at December 3 1 , 2011, ${4,555) million Is classified as Deferred 
Income taxes and S46 million is classified as Other within Cuirent Assets on the 
Consolidated Balance Sheets, Ofthe balance at December 3 1 , 2010, $(3,988) million 
Is classified as Deferred income (axes and $82 million is dassified as Other within 
Cun'ent Assets on the Consolidated Balance Sheets. 

As discussed further In Note 21 , Duke Energy Carolinas 
participates in Duke Energy's qualified pension plan, non-qualified 
pension plan and other post-retirement benefit plans and Is allocated 
its proportionate share of expenses associated with these plans. 
Additionally, Duke Energy Carolinas has been allocated accnjed 

(in millions) 

Other current liabilities 
Accrued pension and other post-

retirement benefit costs 

Total allocated accrued pension and 
other post-retirement benefit 
obligations 

DecemberSl, 
2011 

$ 8 

248 

$256 

DecemberSl, 
2010 

$ 10 

242 

$252 

Otiier Related Party Amounts 

Years Ended DecemberSl, 

(in millions) 

Corporate governance and shared service 
expenses'̂ ' 

Indemnification coverages'* 
Rental Income and other charged expenses. 

nett« 

2011 

$1,009 
21 

(11) 

2010 

$1,016 
25 

3 

2009 

$825 
28 

22 

(a) Duke Energy Carolinas Is charged its propodjonate share of corporate govemance and 
other costs by an unconsolidated affiliate Ihat is a consolidated affiliate of Duke Energy. 
Corporate governance and other shared services costs are primarily related to human • 
resources, employee benefits, legal and accounting fees, as well as other third party 
costs. These amounts are recorded in Operation, Maintenance and Olher within 
Operating Expenses on the Consolidated Statements of Operations, The increase in 
2010 as compared to 2009 is primarily attributable to the 2010 voluntary opportunity 
plan discussed furlher in Note 19, 

(b) Dute Energy Carolinas incurs expenses related to "certain indemnification coverages 
through Bison, Duke Energy's wholly-owned captive Insurance subpsidiary. These 
expenses are recorded in Operation, Mairrtenance and Other within Operating 
Expenses on the Consolidated Statements of Operations, 

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

As discussed further in Note 6, Duke Energy Carolinas 
participates in a money pool arrangement with Duke Energy and 
other Duke Energy subsidiaries. Interest income associated v îth 
money pool activity, which is recorded in Other Income and 
Expenses, net on the Consolidated Statements of Operations, was $1 
million for the years ended DecemberSl, 2011 and 2010, and 
insignificant for the year ended DecemberSl, 2009. Interest 
expense associated with money pool activity, which is recorded in 
Interest Expense on the Consolidated Statements of Operations, was 
$1 million, for the years ended DecemberSl, 2011 and 2010 and 
$3 million for the year ended DecemberSl, 2009. 

During DecemberSl, 2011 and 2010, Duke Energy Carolinas 
made equi^ distributions to its parent, Duke Energy, in the amounts 
of $299 million and $350 million, respectively. 

During the year ended DecemberSl, 2010, Duke Energy 
Carolinas received a $146 million allocation of net pension and other 
post-retirement benefit assets from its parent, Duke Energy. During 
the year ended DecemberSl, 2009, Duke Energy Carolinas received 
$250 million in capital contributions from its parent, Duke Energy, 
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DecemberSl, 
2011'"' 

$ 44 
22 

(84) 
— 

(1,751) 

DecemberSl, 
2010<3) 

$ 82 
15 

(86) 
(42) 

(1.579) 

Additionally, during the year ended December 31 , 2009, Duke 

Energy Carolinas recorded an approximate $3 n:iillion increase in 

Member's Equity as a result of forgiveness of an advance by its 

parent, Duke Energy. 

Duke Energy Ohio 

Duke Energ/ Ohio engages in related party transactions, which 
are generally performed at cost and In accordance with the applicable 
state and federal commission regulations. Balances due to or due 
from related parties Included in the Consolidated Balance Sheets are 
as follows: 

Assets/(Ltabiltties) 

(in millions) 

Current assets'*'* 
Non-current assets'̂ ' 
Current liabilities*'̂ ' 
Non-current liabilitiesfei 
Net deferred tax liabilities^ 

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

(bl Ofthe tialance at December 3 1 , 2011, S15 million is classified as Recavahles and 
$29 million is classified as Other within Current Assets on the Consolidated Balance 
Sheets, Ofthe balance at December 31, 2010, $24 million isclassifled as Receivables 
and $58 million isclassifled as Other within Current Assets on the Consolidated 
Balance Sheets, 

(c) The balances at December 31,2011 and DecemberSl, 2010 are classified as Other 
within Investments and Other Assets on the Consolidated Balance Sheets, 

(d) The balance at December 3 1 , 2011, isclassifled as Accounts payable on the 
Consolidated Balance Sheets, Of the balance at December 3 1 , 2010, $(83) million is 
classified as Accounts payable and $(3) million is classified as Other within Current 
Uabilities on tlie Consolidated Balance Sheets. 

(e) The balance at December 31, 2010, is classified as Other within Deferred Credits and 
Otfier Liabilities on the Consolidated Balance Sheets. 

(f) Ofthe balance at DecemberSl, 2011, $(1,798) million is classified as Deferred 
income toes and $4? million is classified as Ottiei vjittiiii Cunent ftssets on Itie 
Consolidated Balance Sheets. Of the baiance at December 31, 2010, $(1,588) million 
is classified as Deferred Income taxes and $9 million is classified as Ottier within 
Current Assets on the Consolidated Balance Sheets, 

As discussed further in Note 21 , Duke Energy Ohio participates 
in Duke Energy's qualified pension plan, non-qualified pension plan 
and other post-retirement benefit plans and is allocated its 
proportionate share of expenses associated with these plans. 
Additionally, Duke Energy Ohio has been allocated accrued pension 
and other post-retirement benefit obligations as shown in the 
following table: 

Other Related Party Amounts 

(in millions) 

Other current liabilities 
Accrued pension and other post-

retirement benefit costs 

Total allocated accnjed pension and 
other post-retirement benefit 
obligations 

December 31, 
2011 

S 4 

166 

$170 

DecemberSl, 
2010 

$ 4 

207 

$211 

(in millions) 

Corporate govemance and shared 
service expenses'̂ ' 

Indemnification coverages*' 
Rental Income and other charged 

expenses, nef̂ ^ 
CRC interest income '̂ 

For the Years ended December 31, 

2011 

$401 
17 

(3) 
13 

2010 2009 

$369 $401 
19 17 

5 5 
15 15 

(a) Duke Energy Ohio is charged its proportionate share of corporate govemance and other 
costs by an unconsolidated affiliate tfiat is a consolidated affiliate of Duke Energy. 
Corporate govemance and other shared services costs are primarily related to human . 
resources, employee benefits, legal and accounting fees, as well as other third party" 
costs. These amounts are recorded in Operation, Maintenance and Other within 
operating Expenses on the Consolidated Statements of Operations, 

lb> Dul̂ e Energy Ohio inciiis expenses Tslated to certain indemnification cs'Jerageslhiougli 
Bison, Duke Energy's wholly-owned captive Insurance subsidiary. These expenses are 
recorded In Operation, Maintenance and Other within Operating Expenses on the 
Consolidated Statemenis of Operations, 

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

(d) As discussed in Note 17, certain trade receivables have been sold by Duke Energy 
Ohio to CRC, an unconsolidated entit/ formed by a subsidiary of Duke Energy, The 
proceeds obtained fram ttie sates ol receivables are largely cash but do include a 
subordinated note from CRC for a portion of the purchase price. The interest Income 
associated with Bie subordinated note rs recorded in Oilier Income and Expenses, net 
on the Consolidated Statements of Operations, 

As discussed further in Note 6, Duke Energy Ohio participates in 
a money pool arrangement with Duke Energy and other Duke Energy 
subsidiaries. Interest income associated with money pool activity, 
which is recorded ih Other Income and Expenses, net on the 
Consolidated Statements of Operations, was $1 million for the years 
ended December 31 , 2011 and 2010, and insignificant for the year 
ended DecemberSl, 2009. Interest expense associated with money 
pool activity, which is recorded in Interest Expense on the 
Consolidated Statements of Operations, was insignificant tor each of 
the years ended DecemberSl, 2011, 2010 and 2009. 

Duke Energy Commercial Asset Management (DECAM) is a 
non-regulated, direct subsidiary of Duke Energy Ohio, DECAM 
conducts business activities induding the execution of commodity 
transactions and executing third party vendor and supply contracts as 
well as setvice contracts for certain of Duke Energy's non-r^ulated 
entities. The commodity contracts that DECAM enters either do not 
qualify as hedges or have not been designated as hedges (hereinafter 
referred to as undersigned contracts), thus the mark-to-market 
impacts of these contracts are reflected in Duke Energy Ohio's 
Consolidated Statements of Operations. In addition, equal and 
offeetting mark-to-market impacts of intercompany contracts with non 
regulated entities are reflected in Duke Energy Ohio's Consolidated 
Statements of Operations representing the pass through of the 
economics ofthe original contracts to non-regulated entities in 
accordance with contractual arrangements between Duke Energy 
Ohio and non-regulated entitles. See Note 14 for additional 
Information. Because it is not a rated entity, DECAM receives its 
credit support from Duke Energy or Its non-regulated subsidiaries and 
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notfrie regulated utility operations of Duke Energy Ohio, DECAM 
meets its funding needs through an intercompany loan agreement 
from a subsidiary of Duke Energy. The intercompany loan agreement 
was executed in Februaty 2011. An additional intercompany loan 
agreement was executed in October 2011 so that DECAM can also 
loan money to the sutjsldiary of Duke Energy. DECAM had no 
outstanding intercompany loan payable with the subsidiary of Duke 
Energy as of December 31, 2011. DECAM had a $90 million 
intercompany loan receivable with the subsidiary of Duke Energy as 
of DecemberSl, 2011. 

In January 2012, Duke Energy Vermillion, an indirect wholly-
owned subsidiary of Duke Energy Ohio, sold its 75% undivided 
ownership Interest in Vermillion Generating Station to Duke Energy 
Indiana and WVPA, Refer to Notes 2 and 5 for further discussion. 

During the years ended DecemberSl, 2011 and 2009, Duke 
Energy Ohio paid dividends to its parent, Cinerg/ of $485 million and 
$360 million, respectively, 

Duke Energy Indiana 

Duke Energy Indiana engages in related parly transactions, 

which are generally performed at cost and In accordance with the 

applicable state and federal commission regulations. Balances due to 

or due from related parties Included in the Consolidated Balance 

Sheets are as follows: 

AsseW(Liabilities) 

{in millions) 

Current assetsiw 
Non-current assets'̂ ' 
Current liabilities'*^' 

Non-current liabilities'̂ ' 
Net deferred tax liabilities'*' 

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

ft] The t)alance at DecemberSl, 2011, is classified as Receivables on the Consolidated 
Balance Sheets. Of ftie balance al DecemberSl, 2010, $27 million is classified as 
Receivables and $24 million is classified as Other within Current Assets an Ihe 
Consolidated Balance Sheets. 

(c) Thebalanceat DecemberSl, 2011 is classified as Other within investments and 
Other Assets on the Consolidated Balance Sheets, 

(d) Ofthe balance at DecemberSl, 2011, ${72) million is classified as Accounts payable 
and $(25) million is classified as Taxes accrued on the Consolidated Balance Sheets, 
Of the balance at DecemberSl, 2010 S(67) million is classified as Accounts payable 
and $(2) million is classified as Taxes accrued on the Consolidated Balance Sheets. 

(el The balances at December 31, 2011 and 2010, are classified as Other within 
Deferred Credits and Olher Liabilities on Ihe Consolidaled Balance Sheets, 

ID Ofthe tialance at December 31, 2011, $(927) million is classified as Deferred income 
taxes and $13 million is dassified as Other within CurrentAssets on tfie Consolidated 
Balance Sheets, Of the balance at December 3 1 , 2010, $[973) million is classified as 
Deferred income taxes and S41 million isclassifled as Other within Current Assets on 
the Consolidated Balance Sheets. 

As discussed_further in Note 21, Duke Energy Indiana •. 

participates in Duke Energy's qualifled pension plan, non-qualified . 

pension plan and other post-retirement benefit plans and is allocated 

Its proportionate share of expenses associated with these plans. 

Additionally, Duke Energy Indiana has been allocated accrued 

pension and other post-retirement benefit obligations as shown in the 

following table: 

December 31, 
2011"" 

$ 18 
2 

(97) 
(22) 

(914) 

DecemberSl. 
20101̂ 1 

$ 51 
— 

(69) 
(20) 

{932} 

(In millions) 

Other current liabilities 
Accrued pension and other post-

retirement benefit costs 

Total allocated accrued pension and 
other post-retirement benefit 
obligations 

December 31, 
2011 

S 2 

231 

$233 

DecemberSl, 
2010 

S 2 

270 

$272 

other Related Party Amounts 

(in millions) 

For the Years Ended December 31, 

2011 2010 2009 

Corporate governance and shared 
service expenses'̂ ' 

Indemnification coverages"'' 
Rental income and other charged 

expenses, net̂ '̂ ' 
CRC interest income'* 

$415 
7 

1 
14 

$364 

13 

$343 
10 

12 
12 

la) Duke" Energy Indiana Is charged its proportionate share of corporate governance and 
other costs by an unconsolidated affiliate that Is a consolidated affiliate of Duke Energy, 
Corporate governance and other shared sen/ices costs are primarily related to human 
resources, employee benefits, legal and accounting fees, as well as other third pany 
costs. These amounts are recorded in Operation, Maintenance and Other within 
Operating Expenses on the Consolidated Statements of Operations, 

(b) Duke Energy Indiana Incurs expenses related to certain indemnificaUon coverages 
through Bison, Duke Energy's wholly-owned captive insurance subsidiary. These 
expenses are recorded in Operation, Maintenance and Other within Operating 
Expenses on the Consolidated Statemerrls of Operations. • 

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

(d) As discussed in Note 11, certain trade receivables have been sold by Duke Energy 
Indiana to CRC, an unconsolidated entity formed by a subsidiary of Duke Energy. The 
proceeds obtained from the sales of receivables are largely cash but do include a 
sutjonjinated note from CRC for a portion of Ihe purchase price. The interest Income 
associated with the subordinated note is recorded in Other Income and Expenses, net 
on the Consolidated Statements of Operations, 

As discussed furttier In Note 6, Duke Energy Indiana 
participates In a money pool arrangement with Duke Energy and 
other Duke Energy subsidiaries. Interest Income associated with 
money pool activity, which is recorded in Other Income and 
Expenses, net on the Consolidated Statements of Operations, was 
Insignificant for the years ended DecemberSl, 2011 and 2010 and 
$1 millioh for the year ended DecemberSl, 2009. Interest expense 
associated with money pool activity, which is recorded in Interest 
Expense on the Consolidated Statements of Operations, was S l . 
million forthe years ended DecemberSl, 2011, 2010 and 2009. 

In January 2012, Duke Energy Vernillion, an indirect wholly-
owned subsidiary of Duke Energy Ohio, sold its 75% undivided 
ownership interest in the Vermillion Generating Station to Duke Energy 
Indiana and WVPA. Referto Note 2 and 5 for further discussion. 

During the year ended DecemberSl, 2010 and 2009, Duke 
Enei^ Indiana received $350 million and $140 million, 
respectively, in capital contributions, from its parent, Cinergy. 
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14. RISK MANAGEMENT, DERIVATIVE INSTRUMENTS 
AND HEDGING ACTIVITIES 

The Duke Energy R^istrants closely monitor the risks 
associated with commodity price changes and changes In interest 
rates on their operations and, where appropriate, use various 
commodity and interest rate instalments to manage these risks. 
Certain ofthese derivative Instruments qualify for hedge accounting 
and are designated as hedging instalments, while others either do not 
qualily as hedges or have not been designated as hedges (hereinafter 
referred to as undesignated contracts). The Duke Energy Registrants' 
primary use of energy commodity derivatives is to hedge the 
generation portfolio against exposure to changes in the prices of 
power and fuel. Interest rate swaps are entered into to manage 
interest rate risk primarily associated with the Duke Energy 
Registrants' variable-rate and fixed-rate borowings. 

The accounting guidance for derivatives requires the recognition 
of all derivative instruments not identified as NPNS as either assets or 
liabilities at fair value In the Consolidated Balance Sheets. For 
derivative Instalments that qualify for hedge accounting, the Duke 
Energy Registrants may elect to designate such derivatives as either 
cash flow hedges or fair value hedges. The Duke Energy Registrants 
offset fair value amounts recognized on the Consolidated Balance 
Sheets related to derivative instruments executed with the same 
counterparty under the same master netting agreement, 

The operations of the USFE&G business segment meet the 
criteria for regulatory accounting treatment, Accordingly, for 
derivatives designated as cash flow hedges within USFE&G, gains 
and losses are reflected as a regulatory liability or asset Instead of as a 
component of AOCI. For derivatives designated as fair value hedges 
or left undesignated within USFE&G, gains and losses associated 
with the change in fair value of these derivative contracts would be 
deferred as a regulatory liability or asset, thus having no immediate 
earnings impact. 

Wittiin the Duke Energy Registrants' unregulated businesses, for 
derivative instruments that qualify for hedge accounting and are 
designated as cash flow hedges, the effective portion ofthe gain or 
loss is reported as a component of AOCI and reclassified into earnings 
in the same period or periods during which the hedged transaction 
affects earnings. Any gains or Icsses on the derivative that represent 
either hedge Ineffectiveness or hedge components excluded from the 
assessment of effectiveness are recognized in current earnings. For 
derivative Instruments that qualify and are designated as a fair value 
hedge, the gain or loss on the derivative as well as the offeetting loss 
or gain on the hedged item are recognized in eamings in the current 
period. The Duke Energy Registrants' include the gain or loss on the 
derivative in the same line item as the offeetting loss or gain on the 
hedged item in the Consolidated Statements of Operations. 
Additionally, the Duke Energy Registrants' enter into derivative 
agreements that are economic hedges that either do not quality for 
hedge accounting or have not been designated as a hedge. The 

changes in fair value of these undesignated derivative instruments are 

reflected in current eamings. 

Information presented in the tables below relates to Duke Energy 

on a consolidated basis and Duke Energy Ohio. As regulatoty 

accounting treatment is applied to substantially all of Duke Energy 

Carolinas' and Duke Energy Indiana's derivative instruments, and the 

carrying value of the respective derivative Instruments comprise a 

small portion of Duke Energy's overall balance, separate disclosure for 

each of those registrants is not presented. 

Commodity Price Risk 

The Duke Energy Registrants are exposed to the Impact of 
market changes in the future prices of electricity (energy, capacity 
and financial transmission rights), coal, natural gas and emission 
allowances (SO2, seasonal NO^ and annual NO )̂ as a resultof their 
energy operations such as electric generation and the transportation 
and sale of natural gas. With respect to commodity price risks 
associated with electric generation, the Duke Energy Registrants are 
exposed to changes including, but not limited to, the cost of the coal 
and natural gas used to generate electricity, the prices of electricity in 
wholesale markets, the cost of capacity required to purchase and sell 
electricity in wholesale markets and the cost of emission allowances 
primarily at the Duke Energy Registrants' coal fired power plants. 
Risks associated with commodity price changes on future operations 
are closely monitored and, where appropriate, various commodity 
contracts are used to mitigate the effect of such fluctuations on 
operations. Exposure to commodity price risk is influenced by a 
number of factors, including, but not limited to, the teim of the 
contract, the liquidity ofthe market and deliveiy location. 

Commodity Fair Value Hedges. 

At DecemberSl, 2011, there were no open commodily 

derivative instruments that were designated as fair value hedges. 

Commodity Cash Flow Hedges. 

At December 31 , 2011, there were no open commodily 

derivative Instalments that were designated as cash flow hedges. 

Undesignated Contracts. 

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

Duke Energy Carolinas uses derivative contracts as economic 
hedges to manage the market risk exposures that arise from electricity 
generation. Asof DecemberSl, 2011 Duke Energy Carolinas does 
not have any undesignated commodity contracts. 

Duke Energy Ohio uses derivative contracts as economic hedges 
to manage the mari<et risk exposures that arise from providing 
electricity generation and capacity to large energy customers, energy 
aggregators, retail customers and other wholesale companies. 
Undesignated contracts at DecemberSl, 2011 are primarily 
associated with fonward sales and purchases of power, coal and 
emission allowances, forthe Commercial Power segment. 

Duke Energy Indiana uses derivative contracts as economic 
hedges to manage the market risk exposures that arise from electric 
generation. Undesignated contracts at DecemberSl, 2011 are 
primarily associated with fonA/ard purchases and sales of power, 
forward purchases of natural gas and financial transmission rights. 

The Duke Energy Registrants are exposed to risk resulting from 
changes in interest rates as a result of their issuance or anticipated 
Issuance of variable and fixed-rate debt and commercial paper. 
Interest rate exposure is managed by limiting variable-rate exposures 
to a percentage of total debt and by monitoring the effects of market 
changes in interest rates. To manage risk associated with changes in 
interest rates, the Duke Energy Registrants may enter into financial 
contracts; primarily interest rate swaps and U.S. Treasury lock 
agreements. Additionally, in anticipation of certain fixed-rate debt 
Issuances, a series of fonwaoJ starting interest rate swaps may be 
executed to lock in components of the market interest rates at the 
time and tenminated prior to or upon the issuance of the 
corresponding debt. When these fransactions occur within a business 
that meets the criteria for regulatory accounting treatment, these 
contracts may be treated as undesignated and any pre-tax gain or 
loss recognized from inception to termination of the hedges would be 
recorded as a regulatory liability or asset and amortized as a 
component of interest expense over the lite of the debt. Aitematively, 
these derivatives may be designated as hedges whereby, any pre-tax 
gain or loss recognized fnam inception to termination ofthe hedges 
would be recorded in AOCI and amortized as a component of interest 
expense over the life of the debt. 

Interest Rate Risk 

The following table shows the notional amounts for derivatives related to interest rate risk at December 31 , 2011 and December 31, 

2010. 

Notional Amounts of Derivative Instruments Related to Interest Rate Risk 

(in millions) 

Cash Flow Hedges^ 
Undesignated Contracts 
Fair Value Hedges 

Total Notional Amount at December 31, 2011 

Duke Eneigy 

$ 841 
247 
275 

$1,363 

Duke Energy 
Carolinas 

$ -

25 

$25 

Duke Energy 
Ohio 

$ -
27 

250 

$277 

Duke Energy 
Indiana 

$ -
200 

$200 

(in millions) 

Cash Flow Hedges'̂ ' 
Undesignated Contracts 
Fair Value Hedges 

Total Notional Amount at December 31, 2010 

Duke Energy 

$ 492 
561 
275 

$1,328 

Duke Energy 
Carolinas 

$ -
500 

25 

$525 

Duke Enei^ 
Ohio 

$ — 
27 

250 

$277 

(a) Includes amounts related ta non-recourse variable rate long-term debt ofVIEsof$455 million at December 31,2011 and $492 million at DecemberSl. 2010. 

Volumes 

The following tables show information relating to the volume of 
Duke Energy and Duke Energy Ohio's commodit/ derivative activit/ 
outstandingas of DecemberSl. 2011 and DecemberSl, 2010. 
Amounts disclosed represent the notional volumes of commodities 
contracts accounted for at fair value. For option contracts, notional 
amounts include only the delta-equivalent volumes which represent 

the notional volumes times the probability of exercising the option 
based on current price volatility. Volumes associated with contracts 
qualifying for the NPNS exception have been excluded fram the table 
below. Amounts disclosed represent the absolute value of notional 
amounts. Duke Energy and Duke Energy Ohio have netted 
contractual amounts where offsetting purchase and sale contracts 
exist with identical delivery locations and times of delivery. Where all 
commodity positions are perfectly offset, no quantities are shown 
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below. For additional information on notional dollar amounts of debt 

subject to derivative contracts accounted for at fair value, see "Interest 

Rate Risk" section above. 

Underlying Notional Amounts for Derivative Insta-uments 

Accounted for At Fair Value 

Duke Energy 

December 3 1 , December 3 1 , 
2011 2010 

Electricity-enei^ (Gigawatt-hours) 
Electricit/-capacity (Gigawatt-months) 
Emission allowances: SO^ (thousands 

of tons) 
Emission allowances: NOx (thousands 

of tons) 
Natural gas (millions of decatherms) 

14,118 

9 
40 

,200 
58 

37 

Duke Ener^Ohio 

December 3 1 , December 3 1 , 
2011 2010 

Electricity-energy (Gigawatt-hours)!^' 
Electricity-capacity (Gigawatt-months) 
Emission allowances: NOj; (thousands 

of tons) 
Natural gas (millions of decatherms) , 

14,655 13,183 
60 

fa) Amounts include intercompany positions that eliminate at the consolidated Duke 
Energy level. 

The following table shows fair value amounts of derivative 

contracts as of December 3 1 , 2011 and 2010, and the line item(s) 

in the Consolidated Balance Sheets in which such amounts are 

included. The fair values of derivative contracts are presented on a 

gross basis, even when the derivative instruments are subject to 

master netting arrangements where Duke Energy nets the fair value of 

derivative contracts subject to master netting arrangements with the 

same counterparty on the Consolidated Balance Sheets. Cash 

collateral payables and receivables associated with the derivative 

contracts have not been netted against the fair value amounts. 

Location and Fair Value Amounts of Derivatives Reflected in the 

Consolidated Balance Sheets 

Duke Energy 

DecemberSl, 2011 DecemberSl, 2010 

in millions) Asset Liability Asset Liabillt/ 

Balance Sheet Location 

Derivatives Designated as 

Hedging Instruments 

Interest rate contracts 

CurrentAssets: Other 
Investments and Other 

Assets: Other 
Current Liabilities: Other 
Deferred Credits and Other 

Liabilities: Other 

— 16 
11 — 

76 — 

13 

Total Derivatives 
Designated as Hedging 
Instruments $ 6 $ 87 $ 21 $ 13 

Derivatives Not 
Designated as Hedging 
Instmments 

Commodity contracts 
CurrentAssets: Other 
Investments and Other 

Assets: Other 
Current Uabilities: Other 
Deferred Credits and Other 

Uabilities: Other 
Interest rate contracts 
Investments and Other 

Assets: Otheri^ 
Current Uabilities: Other 
Defened Credits and Other 

$ 81 

35 
136 

25 

$ 31 $108 

17 
168 

93 

55 
75 

$ 54 

4 
118 

72 

— 50 
2 — 

Liabilities: Other^» 

Total Derivatives Not 
Designated as Hedging 
Instruments 

Total Derivatives 

— 

$277 

$283 

75 

$386 

$473 

— 

$301 

$322 

5 

$255 

$258 

(a) Balance relates to Interest rate swaps at DuSte Energy Carolinas whicti receive 
regulatory accounting treatment, 

(b) As of December 31, 2011, includes $57 million related to interest rate swaps at Duke 
Energy Indiana which receive regulatory accounting treatment 
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Duke Energy Ohio 

(In millions) 

DecemberSl, 2011 DecemberSl, 2010 

Asset Liability Asset Liability 

Derivatives Designated 
as Hedging 
Instruments 

Interest rate conb-acts 
CurrentAssets: Other 
Investments and Other 

Assets: Other 

Total Derivatives 
Designated as 
Hedging Instmments $ 5 - $ 6 

Derivatives Not 
Designated as 
Hedging Instmments 

Commodity contracts 
CurrentAssets: Other 
Investments and Other 

Assets: Other 
Current Liabilities: Other 
Deferred Credits and 

Other Liabilities: Other 
Interesi rate contracts 
Current Liabilities: Other 
Deferred Credits and 

Other Liabilities: Other 

$ 79 

29 
136 

22 

— 

— 

$ 39 

18 
146 

33 

1 

8 

$106 

6 
75 

3 

— 

_ 

$ 57 

2 
98 

7 

1 

4 

Total Derivatives Not 
Designated as 
Hedging Instmments $266 $245 $190 

Total Derivatives $271 $245 $196 $169 

Hie follovi/ing table shov/s the amount of tiie gains and losses 

recognized on derivative instruments qualifying and designated as 

cash flow hedges by type of derivative contract during the years 

ended DecemberSl, 2011 and 2010, and the Consolidated 

Statements of Operations line items In which such gains and losses 

are included. 

Cash Flovir Hedges — Location and Amount of Pre-Tax Gains and 

(Losses) Recognized in Comprehenave Income 

Duke Energy 

(in millions) 

Amount of Pre-tax (Losses) Gains 
ReconJed in AOCI 

Interest rate contracts 

Total Pre-tax (Losses) Gains Recorded in 
AOCI 

Year Ended December 3 1 , 

2011 2010 

(88) 2 

$(88) $ 2 

Location of Pre-tax Gains (Losses) 
Reclassified ^ m AOCI into Eamings 

Commodity contracts 
Fuel used in electric generation and 

purchased power-non-regulated 
Interest rate contracts 
Interest expense 

Total Pre-tax Losses Reclassified from 
AOCI into Eamings 

(5) (5) 

$ (5) $(3) 

Duke Energy Ohio 

(in millions) 

Year Ended December 3 1 , 

2011 2010 

LocatitHi of Pre-tax Gains Reclassified from 
AOCI into Eamings 

Commodity contracts 
Fuel used in electric generation and 

purchased power-non-regulated $ - $2 

Total Pre-tax Gains Reclassified from AOCI 
into Eamings ^ - $2 

There was no hedge ineffectiveness during the years ended 

DecemberSl, 2011 and 2010, and no gains or losses have been 

excluded from the assessment of hedge effectiveness during the same 

periods for all Duke Energy Registrants. 

DukeEnergy. At DecemberSl , 2 0 1 1 , $115 million of pre-tax 

deferred net losses on derivative instruments related to interest rate 

cash flow hedges remains In AOCI and a $10 million pre-tax gain is 

expected to be recognized In eamings dunng the next 12 months as 

the hedged transactions occur. 

Duke Energy Ohio. At DecemberSl , 2 0 1 1 , there were no 

deferred gains or losses on derivative instruments related to 

commodlti/ cash flow hedges remaining In AOCI. 
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The following table shows the amount of the pre-tax gains and 

losses recognized on undesignated hedges by ^ p e of derivative 

instrument during the years ended DecemberSl , 2011 and 2010, 

and the line Item(s) in the Consolidated Statements of Operations in 

which such gains and losses are included or deferred on the 

Consolidated Balance Sheets as regulatory assets or liabilities. 

Undesignated Hedges — Location and Amount of Pre-Tax Gains 

and (Losses) Recognized in Income or as Regulatoty Assets or 

Liabilities 

Duke Energy 

(in millions) 

Location of Pre-Tax Gains and (Losses) Recognized 
in Eamings 

Commodity contracts 
Revenue, regulated electric 
Revenue, non-regulated electric, natural gas and other 
Fuel used in electric generation and purchased 

power-oon-tegulated 

Total Pre-tax Losses Recognized in Earnings 

Location of Pre-Tax Gains and (Losses) Recognized 
as R^ulatory Assets or Uabilities 

Commodity contracts 
Regulatory Asset 
Regulatory Liability 
Interest rate contracts 
Regulaton/ Assef=' 
Regulatory Liability^""' 

Total Pre-tax (Losses) Gains Recognized as 
Regulatory Assets or Liabilities 

Year Ended 
DecemberSl, 

2011 

$ -
(59) 

(1) 

$ (60) 

$ (1) 
17 

(165) 
(60) 

$(209) 

2010 

$ 1 
(38) 

9 

$(28) 

$ 5 
. 14 

(1) 
60 

$78 

(a) Includes losses related to interest rate swaps at DuKe Energy Carolinas and Duke 
Energy Indiana of $94 million and $67 million, respedively, Ouringltie year ended 
[3ecember31,20U. 

(b) Amounts relate to inta-est rate swaps at Duke Energy Carolinas. 

Duke Energy Ohio 

(In millions) 

Year Ended 
DecemberSl, 

2011 2010 
Location of Pre-Tax Gains and (Losses) Recc^nized in 

Eamings 
Commodity contracts 
Revenue, non-regulated electric and other (26) (3) 
Fuel used in electric generation and purchased 

power-non-regulated (1) 9 
Interest rate contracts 
Interest expense • (1) (1) 

Total Pre-tax (Losses) Gains Rec(^nized in Earnings'^! $(28) . $ 5 

Location of Pre-Tax Gains and (Losses) Recognized as 
Regulatory Assets 

2011 2010 
Commodity contracts 
Regulatory Asset 
Interest rate contracts 
Regulatory Asset 

$ 1 

(4) 

$ 5 

(1) 

(a] Amounts include intercompany positions tlial eliminate at the consolidated Duke 
Erergy level. 

Credit Risk 

The Duke Energy Registrants' principal customers for its electric 

and gas businesses are commodity clearinghouses, regional 

transmission organizations, residential, commercial and industrial 

end-users, marketers, local distribution companies, municipalities, 

electric cooperatives and utilities located throughout the U.S. and 

Latin America. The Duke Energy Registrants have concentrations of 

receivables from natural gas and electric utilities and their affiliates, as 

well as municipalities, electric cooperatives, residential, commercial 

and industrial customers and marketers throughout these regions. 

These concentrations of customers may affect the Duke Energy 

Registrants' overall credit risk in that risk factors can negatively impact 

the credit quality of the entire sector. Where exposed to credit risk, the 

Duke Energy Registrants analyze their counterparties' financial 

condition prior to entering into an agreement, establish credit limits 

and monitor the appropriateness of those limits on an ongoing basis. 

The Duke Energy Registrants' Industiy has historically operated 

under negotiated credit lines for physical delivery contracts. The Duke 

Energy/ Registrants frequently use 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 counterpart 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 wilh the corporate credit policy. Collateral agreements 

also provide that the inability to post collateral is sufficient cause to 

terminate conttacts and liquidate all positions. 

The Duke Energy Registrants also obtain cash, letters of credit or 

surety bonds from customers to provide credit support outside of 

collateral agreements, where appropriate, based on Its financlai 

analysis of the customer and the r^ulatory or contractual terms and 

conditions applicable to each transaction. 

For regulated customers, commission nules restrict the abiiily to 

requires collateral and minimize exposure through the disconnection 

of sen/ice, 

Certain of Duke Energy and Duke Energ/ Ohio's derivative 

contracts contain contingent credit features, such as material adverse 

change clauses or payment acceleration clauses that could result In 

immediate payments, the posting of letters of credit or the termination 

of the derivative contract before maturity If specific events occur, such 

as a downgrade of Duke Ener^ or Duke Energ/ Ohio's credit rating 

below investment grade. 

Total Pre-tax (Losses) Gains Rect^nized as 
Regulatory Assets $(3) $ 4 
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The following table shows infonmation with respect to derivative 
contracts that are In a net liabilily position and contain objective 
credit-risk related payment provisions. The amounts disclosed in the 
table below represents the a^regate fair value amounts of such 
derivative Instalments at the end of the reporting period, the 
aggregate fair value of assets that are already posted as collateral 
under such derivative instnjments at the end of the reporting period, 
and the a^regate fair value of additional assets that would be 
required to be transferred in the event that credit-risk-related 
contingent features were tri^ered at December 31, 2011. 

Information Regarding Derivative Instruments ttiat Contain Credit-

risk Related Corrtingent Features 

Duke Ener^ 
(in millions) 

A^regate Fair Value Amounts of 
Derivative Instruments in a Net 
Liability Position 

Collateral Already Posted 
Additional Cash Collateral or Letters of 

Credit in the Event Credit-risk-
related Contingent Features were 
Triggered at the End of the 
Reporting Period 

December 3 1 , 
2011 

$96 
36 

5 

DecemberSl, 
2010 

$148 
2 

14 

Duke Energy Ohk] 
(in millions) 

Aggregate Fair Value Amounts of 
Derivative Instruments in a Net 
Uability Position 

Collateral Already Posted 
Additional Cash Collateral or Letters of 

Credit in the Event Credit-risk-
related Contingent Features were 
Triggered at the End of the 
Reporting Period 

December 3 1 , 
2011 

$94 
35 

5 

DecemberSl, 
2010 

$147 
2 

14 

Netting of Cash Collateral and Derivative Assets and Liabilities 

Under Master N ^ n g Arrangements. 

In accordance with applicable accounting rules, Duke Energy 
and Duke Energy Ohio have elected to offset fair value amounts (or 
amounts that approximate fair value) recognized on their 
Consolidated Balance Sheets related to cash collateral amounts 
receivable or payable against fair value amounts recognized for 
derivative Instruments executed with the same counterparty under tiie 
same master netting agreement. The amounts disclosed in frie table 
below represent the receivables related to the right to reclaim cash 
collateral and payables related to the obligation to retum cash 
collateral under master netting arrangements as of December 31 , 
2011 and DecemberSl, 2010. See Note 15 for additional 
infonnation on fair value disclosures related to derivatives. 

Information Regarding Cash Collateral under Master Netting Arrangements 

Duke E n e ^ 

(in millions) 

Amounts offset against net derivative positions on the Consolidated Balance Sheets 
Amounts not offset against net derivative positions on the Consolidated Balance Sheets'^' 

Duke Energy Ohio 

(In millions) 

Amounts offeet against net derivative positions on the Consolidated Balance Sheets 
Amounts not offeet against net derivative positions on the Consolidated Balance Sheets*ai 

December 3 1 , 2011 

Receivables Payables 

$10 — 
30 — 

December 3 1 , 2 0 1 1 

Receivables Payables 

$ 9 -
28 $ — 

December 31 

Receivables 

$ 2 
2 

December 31 

Receivables 

$ 2 

, 2010 

Payables 

3 

, 2010 

Payables 

3 

(al Amounts primarily represent margin depoats related lo futures contracts. 

15. FAIR VALUE OF FINANCIAL ASSETS AND 
UABILITIES 

Under current accounting guidance, fair value Is considered to 
be the exchange price In an onderly transaction between mart<et 
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 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. 

The Duke Energy Registrants classify recurring and 
non-recurring fair value measurements based on the following fair 
value hierarchy, as prescribed by current accounting guidance, which 
prioritizes the inputs to valuation techniques used to measure fair 
value Into three levels: 

Level 1 — unadjusted quoted prices In active markets for 
identical assets or liabilities that Duke Energy has the ability to 
access. An active market for the asset or liability is one In which 
transactions for the asset or liability xcur with suflicient 
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frequency and volume to provide ongoing pricing information. 
Duke Energy does not adjust quoted market prices on Level 1 
for any blockage factor. 

Level 2 — a fair value measurement utilizing inputs other than 
a quoted market price that are observable, either directly or 
indirectly, for the asset or liability. Level 2 inputs include, but are 
not limited to, quoted prices for similar assets or liabilities in an 
active market, quoted prices for identical or similar assets or 
liabilities in markets that are not active and inputs other than 
quoted market prices that are observable for the asset or liabilily, 
such as interest rate curves and yield cun/es observable at 
commonly quoted internals, volatilities, credit risk and default 
rates. A Level 2 measurement cannot have more than an 
insignificant portion of the valuation based on unobservable 
inputs. 

Level 3 — any fair value measurements which include 
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 fair value accounting guidance for financial instruments 
permits entitles to elect to measure many financial instruments and 
certain other items at fair value that are not required to be accounted 
for at fair value under other GAAP. There are no financial assets or 
financial liabilities that are not required to be accounted for at fair 
value under GAAP for which the option to record at fair value has 
been elected. However, in the future, the Duke Energy Registrants 
may elect to measure certain financial instruments at fair value in 
accordance with this accounting guidance. 

Valuation methods of the primaiy fair value measurements 
disclosed below 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 
ofthe period. 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 markeL 
Prices have not been adjusted to reflect for after-hours mari<et activity. 
The majority of investments In equity securities are valued using 
Level 1 measurements. 

Investments in available-for-sale auction rate securities. 

Duke Energy held $89 million par value ($71 million carrying 
value) and $149 million parvalue ($118 million cariylng value) as 
of DecemberSl, 2011, and DecemberSl, 2010, respectively of 
auctibn rate securities for which an active market does not currently 
exIsL During the year ended DecemberSl, 2011, $59 million of 

these investments in auction rate securities were redeemed at full par 
value plus accmed interest. Duke Energy Carolinas held $16 million 
parvalue ($12 million carrying value) of auction rate securities at 
both DecemberSl, 2011, and DecemberSl, 2010. All ofthese 
auction rate securities are student loan securities for which 
substantiallyall the values are ultimately backed by the U.S. 
government, and the majority of these securities are AAA rated. As of 
DecemberSl, 2011 all ofthese auction rate securities are classified 
as long-term investments and are valued using Level S 
measurements. The methods and significant assumptions used to 
determine the fair values of the investment in auction rate debt 
securities represent estimations of fair value using intemal discounted 
cash flow models which incorporate primarily management's own 
assumptions as to the term over which such investments will be 
recovered at par, the current level of interest rates, and the 
appropriate risk-adjusted discount rates when relevant obsen/able 
inputs are not available to determine the present value of such cash 
flows. In preparing the valuations, all significant value drivers were 
considered, including the underlying collateral. Auction rate securities 
which are classified as Short-term investments are valued using 
Level 2 measurements, as they are valued at par based on a 
commitment by the issuer to redeem at par value. There were no 
auction rate securities classified as Short-term investments as of 
DecemberSl, 2011 or DecemberSl, 2010. 

There were no other-than-temporary Impairments associated 
with investments in auction rate debt securities during the years 
ended DecemberSl, 2011, 2010, or2009. 

Investments in debt securities. 

IVlost debt investments (including those held in the NDTF) are 
valued based on a calculation using interest rate curves and credit • 
spreads applied to the terms of the debt instrument (maturity and 
coupon interest rate) and consider the counterparty credit rating. Most 
debt valuations are Level 2 measurements. If the market for a 
particular fixed income security is relatively inactive or illiquid, the 
valuation is a Level 3 measurement. U.S. Treasuiy debt is typically a 
Level 1 measurement. 

Commodity derivatives. 

The pricing for commodity derivatives is primarily a calculated 
value which incorporates the torviard price and Is adjusted for 
liquidity {bid-ask spread), credit or non-performance risk (after 
reflecting credit enhancements such as collateral) and discounted to 
present value. The phmary difference between a Level 2 and a Level 
3 measurement has to do with the level of activity in forward markets 
for the commodity. If the market is relatively inactive, the 
measurement Is deemed to be a Level 3 measurement. Some 
commodity derivatives are NYMEX contracts, which are classified as 
Level 1 measurements. 

Goodwill and Long-Lived Assets. 

See Note 12 for a discussion ofthe valuation for goodwill and 
long-lived assets. 
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Duke Energy 

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy's Consolidated Balance 

Sheetsatfairvalue at DecemberSl, 2011 and 2010. Derivative amounts in the table below exclude cash collateral amounts which are 

disclosed in Note 14. 

Total Fair 
Value 

Amounts at 
December 3 1 , 

(in millions) _ _ _ ^ .^__^ 2011 Level 1 Level 2 Level 3 

Description 
Investments in available-for-sale auction rate securities'^' $ 71 $ — $ — $ 71 
Nuclear decommissioning trust fund equity securities 1,337 1,285 46 6 
Nuclear decommissioning trust fund debt securities 723 109 567 47 
Other long-term trading and available-for-sale equity securities*' 68 61 7 — 
Other trading and available-for-sale debt securitie3i=> 382 22 360 — 
Derivative assets'^ 

Total Assets 
Derivative liabilities''" 

Net Assets 

74 43 

$2,655 $1,520 
(264) (36) 

$2,391 $1,484 

6 

$986 
(164) 

$822 

25 

$149 
(64) 

$ 85 

(a) Induded in Other within Inveslmenis and Other Assets on the ConsoUdated Balance Sheets. 
(b) Included in Olher within Current Assets and Other within Investments and Other Assets on the Consolidated Balance Sheets. 
{z) Included in O l te within Investments and Other Assets and Short-temi Irwestments on the Consolidated Balance Sheets. 
(dl Included in Other within Cutrent Uabilities and Other within Defenwl Credits and Other Liabilities on the Consolidated Balance Sheets. 

(in millions) 

Total Fair 
Value 

Amounts at 
DecemberSl, 

2010 

$ l is 
1,365 

649 
164 
221 
185 

Level 1 

$ -
1,313 

35 
157 

10 
21 

Level 2 

$ -
46 

573 
7 

211 
81 

Level 3 

$ 118 
6 

41 
— 
— 
84 

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'̂ ) 
Derivative assets'^ 

Total Assets 

Derivative liabilities'^' 

Net Assets 

$2,703 $1,536 

(132) (S) 

$2,571 $1,528 

$918-

(21) 

$897 

$ 2 4 9 

(103) 

$ 1 4 6 

Cal Included in Qther within Investments and Other Assets on the Consolidated Balance Sheets, 
(b) Included in Other within Current Assets and OUier within investments and Other Assets on the Consolidated Balance Sheets. 
(cl Included in Other within Current Uabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
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The following table provides a reconcliiationof beginning and ending balances of assets and liabilities measured at fair value on a recurring 

basis where the determination of fair value includes significant unobsen/able Inputs (Level 3): 

Rollforward of Level 3 Measurements 

Available-for- Sale 
Auction Rate 

Securities 

Available-for- Sale 
NDTF 

Investments 

Derivatives 
(net) Total 

Year Ended December 3 1 , 2011 
Balance atJanuary 1, 2011 

Total pre-tax realized and unrealized gains (losses) Included in earnings: 
Revenue, regulated electric'^' 
Revenue, non-regulated electric, natural gas, and other 

Total pre-tax gains included in other comprehensive income 
Gains on available for sale securities and other 

Net purchases, sales, issuances and settlements 
• Purch ases'ai 

Sales 
Settlements 

Total gains included on the Consolidated Balance Sheet as regulator/ asset or 
liability or as non-current liability 

Transfers out of Level 3 

$118 

12 

$47 S(19) $146 

13 
(27) 

13 
(27) 

— 12 

— 
— " 

(16) 

(43) 

8 
(3) 
— 

I 
— 

S 
— 

(16) 

2 
— 

16 
(3) 

(32) 

3 
(43) 

Balance at December 3 1 , 2011 $ 71 $53 $(39) $ 85 

(a) Derlvatve amounts relate to financial transmission rights 

Pre-tax amounts included In the Consolidated Statements of Operations related to Level 3 
measurements outstanding at December 3 1 , 2011: 

Revenue, non-regulated electric, natural gas, and other (20) (20) 

Total $ - ${20) $(20) 

Year Ended December 3 1 , 2010 
Balance at Januaiy 1, 2010 

Total pre-tax realized and unrealized losses included In earnings: 
Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 

Total pre-tax gains (losses) included in other comprehensive income: 
Gains on available for sale securities and other 
Losses on commodity cash flow hedges 

Net purchases, sales, issuances and settlements 
Total gains included on the Consolidated Balance Sheet as regulatory asset or 

$ 198 

22 

(102) 

$ -

45 

$ 25 $223 

(45) (45) 
(13) (13) 

— 22 
(1) (1) 
(3) (60) 

liability or as non-curtent liability 

Balanceat December 3 1 , 2010 

Pre-tax amounts included In the Consolidated Statements of Operations related to l&/el 3 
measurements outstanding at December 3 1 , 2010: 

Revenue, non-regulated electric, natural gas, and other 

Total 

— 
$ 118 

$ -

$ -

2 

$47 

$ - . 

$ — 

18 

$(19) 

$ 1 

$ 1 

20 

$146 

$ 1 

$ 1 

168 



PART 

DUKE ENERGY CORPORATION • DUKE ENERGYCAROLINAS, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

Available-for- Sale 
Auction Rate 

Securities 

Available-for- Sale 
NDTF 

Investments 
Derivatives 

(net) Total 

Vear Ended December 3 1 , 2009 
Balance at January 1, 2009 

Total pre-tax realized or unrealized (losses) gains 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: 
Losses on available for sale securities and other 
Gains on commodity cash flow hedges 

Net purchases, sales, issuances and settlements 
Total losses Included on the Consolidated Balance Sheet as regulatory asset or 

liability or as non-current liability 

$224 

(10) 

(16) 

$ 34 $258 

(5) 
16 

1 
(7) 

(5) 
16 

(10) 
1 

(23) 

(14) (14) 

Balance at December 3 1 , 2009 $198 $ 25 $223 

pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 
measurements outstanding at December 3 1 , 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) $ (25) 

puke Energy Carolinas 

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energ/ Carolinas' Consolidated 

Balance Sheetsatfairvalue at DecemberSl, 2011 and December 3 1 , 2010. Amounts presented in the tables belovi/excludecash collateral 

arriounts. 

(in millions) 

Description 
investrrients In available-for-sale auction rate securities'^i 
Nuclear decommissioning trust fund equiiy securities 
Nuclear decommissioning trust fund debt securities 
Derivative assets'* 

Total assets 

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

Total Fair Value 
Amounts at 

DecemberSl, 
2011 

$ 12 
1,337 

723 
1 

Level 1 

tfi 

1,285 
109 
— 

Level 2 

$ -
46 

567 
1 

Level 3 

$12 
6 

47 
— 

$2,073 $1,394 $614 $65 

159 


