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DUKE ENERGY CORPORATION • DUKE ENERGYCAROLINAS, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

(in millions) 

Description 
Investments in available-for-sale auction rate securitiest^i 
Nuclear decommissioning trust fund equit/ securities 
Nuclear decommissioning trust fund debt securities 
Derivative assets*' 

Total assets 
Derivative liabilities^ 

Total Fair Value 
Amounts at 

DecemberSl, 
2010 

$ 12 
1,365 

649 
62 

Level 1 

ifi
 

1,313 
35 

1 

Level 2 

$ — 
46 

573 
61 

Levels 

$12 
6 

41 
__ 

2,088 1,349 680 
(1) (1) — 

59 

Net assets $2,087 $1,348 $59 

(a) Included in Other within Invesiments and Other Assets on the Consolidated Balance SJieets. 
(b) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated Balance Sheets. 
Ic) Induded in Other within Current Liabilities and Ottier within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

The follovying table provides a reconciliation of beginning and ending balances of assets measured at fair value on a recurring basis vi/fiere 

tfie determination of fair value Includes significant unobservable inputs (Level 3): 

Rdtforward of Level 3 Measurements 

(in millions) 

Available-for- Sale 
Auction Rate 

Securities 

Avallable-for-Sale 
NDTF 

Investments Total 

Year Ended December 31, 2011 
Balanceat Januaiy 1, 2011 

Met purctiases, sales, issuances and settlements: 
Purchases 
Sales 

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

$12 $47 $59 

8 8 
C3) (3) 
1 1 

Balance at December 3 1 , 2011 $12 $53 $65 

(in millions) 

Available-for- Sale 
Auction Rate 

Securities 

Avallable-for-Sale 
NDTF 

Investments Total 

Year Ended DecemberSl, 2010 
Balance at January 1, 2010 

Total pre-taxgains included In other comprehensive income; 
Gains on available for sale securities and other 

Net purchases, sales, issuances and settlements 
Total gains included on the Consolidated Balance Sheet as regulatory asset or liability 

$66 ;— $ 66 

12 
(66) 
— 

— 
45 

2 

12 
(21) 

2 

Balanceat December31, 2010 $ 12 $47 $ 59 

(in millions) 

Available-for-Sale 
Auction Rate 

Securities 

Year Ended December 3 1 , 2009 
Balance at Januaiy 1, 2009 

Total pre-tax unrealized losses Included in Other Comprehensive income: 
Losses on available for sale securities and other 

$72 

(6) 

Balanceat December31, 2009 
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DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

Duke E n e i ^ Ohio 

The following tables provide the fair value measurement 

amounts for assets and liabilities recorded on Duke Ener©/ Ohio's 

Consolidated Balance Sheets at fair value at DecemberSl , 2011 

and December 3 1 , 2010. Amounts presented in the tables below 

exclude cash collateral amounts which are disclosed separately In 

Note 14, 

(in millions) 

pescription 

Derivative assets'̂ ) 
[derivative 

liabilities*' 

Net Assets 

Total Fair Value 
Amounts at 

DecemberSl, 
2011 

$56 

- (30) 

$26 

Level 1 

$42 

(10) 

$32 

Level 2 

$ 5 

C8) 

$(3) 

Levels 

$ 9 

(12) 

$ (3) 

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

(b) Included in Other within Current Uabilities and Other within Defen-ed Credits and Other 
Liabilities on the Consolidated Balance Sheets. 

(in millions) 

Description 

Derivative assets^* 
Derivative liabilities^ 

Net (Liabilities) 
Assets 

Total Fair Value 
Amounts at 

DecemberSl, 
2010 

$ 59 
(32) 

$27 

Level 1 

$20 
(7) 

$13 

Level 2 

$ 6 
(5) 

$ 1 

Level 3 

$33 
(20) 

$ 13 

(3) Included in Other within Cunwit Assets and Other within Investments and Other Assets 
on the Consolidated Balance Sheets. 

Ifi) Included in Other within Current Liabilities and Ottier within Deferred Credits and Other 
Uat]ilities on the Consolidated Balance Sheets. 

The follov/ing table provides a reconciliation of beginning and 

ending balances of assets measured at fair value on a recurring basis 

where the determination of fair value includes significant 

unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

Derivatives 

^ _ ^ _ _ _ _ _ _ _ _ ^ J ^ 
Year Ended DecemberSl, 2011 
Balance at January 1, 2011 $ 13 

Total pre-tax realized and unrealized losses included in 
earnings: 
Revenue, non-regulated electric and other (4) 

Net purctiases, sales. Issuances and settlements-. 
Settlements (14) 

Total gains included on the Consolidated Balance 
Sheet as regulatory asset or liability or as 
non-current llabiHty 2 

Balance at December 3 1 , 2011 $ (3) 

There were insignificant amounts Included in the 
Consolidated Statements of Operations related to Level 3 
measurements outstanding at December 3 1 , 2011. 

Year Ended December 3 1 . 2010 
Balance at January 1, 2010 $ 7 

Total pre-tax realized and unrealized gains (losses) 
Included in earnings: 
Revenue, non-regulated electric and other 8 
Fuel used in electric generation and purchased 

power-non-regulated 
Total pre-tax losses included In other comprehensive 

income: 
Losses on commodity cash flow hedges 

Net purchases, sales, issuances and settlements 
Total gains included on the Consolidated Balance 

Sheet as regulatory asset or liability or as 
non-current liability 

Balance at December 3 1 , 201O 

(12) 

(1) 

_2 
13 

171 



PART 

DUKE ENERGY CORPORATIOM • DUKE ENERGY CAROLINAS, LLC • DUKE ENERGY OHIO, INC. ' DUKE ENERGY INDIANA, INC. 
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Derivatives 
(net) 

Pre-tax amounts included in the Consolidated Statements of Operations related to Lsvel 3 measurements outstanding at December 31, 
2010: 

Revenue, non-regulated electric and other 

Total 

$,17 

$17 

Year Ended December 31, 2009 
Balance at January 1, 2009 

Total pre-tax realized and unrealized (losses) gains included in earnings: 
Revenue, non-regulated electric and other 
Fuel used in electric generation and purchased power-non-regulated 

Total pre-tax gains included In other comprehensive income; 
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 

$ B 

(6) 
16 

1 
6 

(18) 

Balance at December 31, 2009 

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 measurementsoutstandingat DecemberSl, 
2009: 

Fuel used In electric generation and purchased power-non-regulated (12) 

Total $(12) 

Duke Ener^ Indiana 

The follovi/Ing tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy Indiana's Consolidated 
Balance Sheetsatfairvalue at DecemberSl, 2011 and DecemberSl, 2010. Amounts presented in the tables below exclude cash collateral 
amounts. 

Total Fair Value 
Amounts at 

DecemberSl, 
(in millions) 2011 Level 1 Level 2 Level 3 

Description 
Available-for-sale equity securities'̂ ' 
Avallable-for-sale debt securities*"' 
Derivative assets'* 

$46 
23 

4 

$46 $ — 
— 28 

(in millions) 

Total Fair Value 
Amounts at 

December 31, 
2010 

$ _ 

4 
Total Assets 

Derivative liabilities*'̂ ' 

Net Assets 

78 
(69) 

$ 9 

46 
(1) 

$45 

28 
(68) 

$(40) 

4 

$ 4 

(a) Included in Other within Investments and OtherAssetson the Consolidated Balance Sheets. 
tb) Included in Other within Current Assets on ihe Consolidated Balance Sheets. 
Ic) Induded in OHiei within Current Liatiilities and OVher vjilhin Deferred Ctedits and Other Llabil'ities on the Consolidated Salance Sheets, 

Level 1 Level 2 Level 3 

Description 
Available-for-sale equity securities'̂ ^ 
Available-for-sale debt securities*̂ ' 

$47 
26 

$47 
26 

Derivative assets'* 

Total Assets 
Derivative liabilities''̂ ^ 

Net Assets 

4 

77 
(2) 

$75 

— 
47 

$47 

— 
26 
(2) 

$24 

4 

4 

$ 4 

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

172 



PART 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROUNAS, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, INC. 
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Rollforward of Level 3 measurements 

Derivatives 
(in millions) (net) 

Year Ended December 31, 201,1 
Balance at januaty 1, 2011 $ 4 

Total pre-tax realized or unrealized gains included In earnings: 
Revenue, regulated electric'̂ ' 14 

Net purchases, sales, issuances and settlements: 
Purchases'̂ ' S 
Settlements (21) 

Total losses included on the Consolidated Balance Sheet as regulatory asset or liability or as current or non-current liability {!) 

Balanceat DecemberSl, 2011 - $ 4 

la) Amounts relate to financial transmission hgtits. 

Year Ended December 31, 2010 
Balance atJanuary 1,2010 $ 4 

Net purchases, sales, issuances and settlements (15) 
Total gains included on the Consolidated Balance Sheet as regulatory asset or liability or as current or non-current liability 15 

Balance at December 31, 2Q1Q $ 4 

Year Ended December 31, 2009 
Balance at Januaiy 1,2009 • $ 10 

Net purchases, sales, Issuances and settlements (9) 
Total gains included on the Consolidated Balance Sheet as regulatory asset or liability or as current or non-current liability 3 

Balance at December 31. 2009 ' ' $ 4 

Additional Fair Value Disclosures — Long-teim debt: 

The fair value of financial Instruments, excluding financial assets and certain financial liabilities included in ttie scope of the accounfing 
guidance for fair value measurements disclosed in the tables above, is summarized in the following table. Judgment is required in interpreting 
mari<et data to develop the estimates of fair value. Accordingly, the estimates determined as of December 31, 2011 and 2010 are not 
necessarily indicative of the amounts the Duke Energ/ Registrante could have settled in current markets. 

As of December 31, 2011 

Duke Ene^ 
Duke Energy Carolinas Duke Energy Ohio Duke Energy Indiana 

Book Approximate 
[in millions) Value'̂  Fair Value 

Long-term debt, including current 
maturities $20,573 $23,053 

Book Appfoximate 
Value*̂ ' Fair Value 

$9,274 $10,629 

Book Approximate 
Value Fair Value 

$2,555 $2,688 

Book 
Value 

$3,459 

Approximate 
Fair Value 

$4,048 

(a) Includes Non-recourse long-term deCt of variable interest enlities cf $949 million for Duke Energy and $300 million for Duke Energy Carolinas. 

As of December 31, 2010 

Duke Ener^ 
Duke Energy Can l̂inas , Duke Energy Ohio Duke Energy Indiana 

{in millions) 

Long-term debt, including current 
maturities*̂ ' 

Book 
Value 

$18,210 

Approximate 
Fair Value 

$19,484 

Book 
Value 

$7,770 

Approximate 
Fair Value 

$8,376 

Book 
Value 

$2,564 

Approximate 
Fair Value 

$2,614 

Book 
Value 

$3,472 

Approximate 
Fair Value 

$3,746 

a) Includes Non-recourse long-term debt of variable Interest entities of $976 million for Duke E n e ^ and $300 million for Duke Energy Carolinas. 
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At both DecemberSl. 2011 and December31, 2010, the fair 
value of cash and cash equivalents, accounts and notes receivable, 
accounte and notes payable and commercial paper, as well as 
restricted funds held in trust at Duke Energy Ohio, are not materially 
different from their carrying amounte because of the short-term nature 
of these instruments and/or because the stated rates approximate 
market rates. 

See Note 21 for disclosure of fair value measuremente for 
investmente that support Duke Energy's qualified, non-quallfled and 
other post-retirement benefit plans. 

16. INVESTMENTS IN DEBT AND EQUITY SECURITIES 

The Duke Ener^' Registrante classify' their investmente in debt 
and equity securities into two categories — trading and 
available-for-sale. Investmente in debt and equity securities held in 
grantor truste associated with certain deferred compensation plans 
and certain other investmente are classified as trading securities and 
are reported at fair value in the Consolidated Balance Sheete witfi net 
realized and unrealized gairis and losses Included in eamings each 
period. All other investmente in debt and equity securities are 
classified as available-for-sale securities, which are also reported at 
fair value on the Consolidated Balance Sheete with unrealized gains 
and losses excluded from earnings and reported either as a regulatory 
asset or liability, as discussed further below, or as a component of 
other comprehensive income until realized. 

Trading Securities. Duke Energy holds investmente In debt and 
equity securities in grantor truste that are associated with certain 
deferred compensation plans. At DecemberSl, 2011 and 2010, the 
fair value of these investmente was $32 million and $29 million, 
respectively. Additionally, at December 3 1 , 2010 Duke Energy held 
Windstream Corp. equity securities, which were received as proceeds 
from the sale of Duke Energy's equity investment in Q-Comm during 
the fourth quarisr of 2010 (see Note 2). The fair vaiue of these 
securities at December 31 , 2010 was $87 million. Duke Energy 
subsequently sold these securities in the first quarter of 2011. 
Proceeds received from the sale of Windstream equity securities are 
reflected in Net proceeds from the sale of equity investmente and 
other assete, and sales of and collections on notes receivable in the 
Duke Energy Consolidated Statement of Cash Rows. 

Available fbr Sale Securities. Duke Energy's available-for-sale 
securities are primarily comprised of investmente held in the NDTF at 
Duke Energy Carolinas, invesbnente in a grantor trust at Duke Energy 
Indiana related to other post-retirement benefit plans as required by 
the IURC, Duke Energy captive insurance investment portfolio, Duke 
Energy foreign operations Investment portfolio, and investmente of 
Duke Energy and Duke EnergyCarolinas in auction rate debt 
securities. 

The Investmente within the Duke Ener^ Carolinas NDTF and 
the Duke Energy Indiana grantor trust are managed by Independent 
investment managers with discretion to buy, sell and invest pursuant 
to the objectives set forth by the trust agreemente. Therefore, Duke 

Energy Carolinas and Duke Energ/ Indiana have limited oversight of 
the day-to-day management of these Investmente. Since day-to-day 
Investment decisions, including buy and sell decisions, are made by 
the Investment manager, the abiliV to hold investmente in unrealized 
loss positions is outeide the control of Duke Energy Carolinas and 
Duke Energy Indiana. Accordingly, all unrealized losses associated 
with equity securities within the Duke Energy Carolinas NDTF and 
the Duke Energy Indiana grantor trust are considered other-than-
temporary and are recognized immediately when the fair value of 
individual investmente is less than the cost basis of the Investment. 
Pursuant to regulatory accounting, substantiallyall unrealised losses 
associated with investmente In debt and equity securities within the 
Duke Energy Carolinas NDTF or the Duke Energy Indiana grantor 
trust are deferred as a regulatory asset, thus there is no Immediate . 
impact on the earnings of Duke Energy Carolinas and Duke Energy 
Indiana as a result of any other-than-temporary impairmente that 
would otherwise be required to be recognized in eamings. 

For investmente In debt and equity securities held In the captive 
insurance Investment portfolio and invesfrriente in auction rate debt 
securities, unrealized gains and losses are included in other 
comprehensive Income until realized, unless It is detenmined that the 
carrying value of an investment is other-than-temporarily impaired, at 
which time the write-down to fair value may be included in eamings 
based on the criteria discussed below. 

For available-for-sale securities outeide of the Duke Energy 
Carolinas NDTF and the Duke Energy Indiana grantor tmst, which 
are discussed separately above, Duke Energy analyzes all investment 
holdings each reporting period to determine whether a decline in fair 
value should be considered other-than-temporary. Criteria used to 
evaluate whether an impairment associated with equity securities is 
other-than-temporaiy includes, but is not limited to, the lengfri of time 
over which the market value has been lower than the cost basis of 
the investment, the percentage decline compared to the cost of the 
investment and managements intent and ability to retain Ite 
investment in the issuer for a period of time sufficient to allow for any 
anticipated recovery in mari<et value. If a decline in fair value is 
determined to be other-than-temporary, the Investment is written 
down to ite fair value through a charge to eamings. 

With respect to investmente In debt securities, under the 
accounting guidance for other-than-temporary Impairment, If the 
entity does not have an Intent to sell the security and it is not more 
likely than not that management will be required to sell the debt 
security before the recoveiy of ite cost basis, the impairment write-, 
down to fair value would be recorded as a component of other 
comprehensive income, except for when it is determined that a credit 
loss existe. In determining whether a credit loss existe, management 
considers, among other things, the length of time and the extent to 
which the fair value has been less than the amortized cost basis, 
changes in the financial condition of the issuer of the security; or in 
the case of an asset backed security, the financial condition of the 
underiying loan obligors, consideration of underlying collateral and 
guarantees of amounte by government entitles, ability of the issuer of 
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the security to make scheduled interest or principal paymente and 

any changes to the rating of the security by rating agencies. If it is 

determined that a credit loss existe, the amount of impairment write­

down to fair value would be split between the credit loss, which 

would be recognized In eamings, and the amount attributable to all 

other factors, which would be recognized in other comprehensive 

income. Since management believes, based on consideration ofthe 

criteria above, that no credit loss existe as of DecemberSl, 2011 

and 2010 , and management does not have the intent to sell such 

Investmente in auction rate debt securities and the investmente in 

debt securities within ite captive insurance investment portfolio, and 

foreign operations Investment portfolio, and it is not more likely than 

not that management will be required to sell these securities before 

the anticipated recovery of their cost basis, management concluded 

that there were no other-than-temporaiy impairmente necessary as of 

December 3 1 , 2011 and 2010. Accordingly, all changes in tne 

market value of Investmente In auction rate debt securities, captive 

insurance Investmente, and foreign operation Investmente were 

reflected as a component of other comprehensive income In 2011 

and 2010 . See Note 15 for additional information related to fair value 

measuremente for investments In auction rate debt securities. 

Management will continue to monitor the carrying value of ite 

entire portfolio of investmente in the future to determine if any 

additional other-than-temporary impairment losses should be 

recorded. 

Investmente in debt and equity securities are classified as either 

short-term investmente or long-term investmente based on 

management's intent and ability to sell these securities, taking into 

consideration liquidity factors in the current markete v^fith respect to 

certain short-term investmente that have historically provided for a 

high degree of liquidity, such as Investmente In auction rate debt 

securities. 

Short-term investinents. 

During the year ended DecemberSl , 2 0 1 1 , Duke Energy 

purchased $190 million of corporate debt securities using excess 

cash from ite foreign operations. These investmente are classified as 

Short-Term Investmente on the balance sheet and are available for 

current operations of Duke Energ/'s foreign business. During the year 

ended DecemberSl , 2 0 1 1 , Duke Energy received proceeds on sales 

of auction rate securities of approximately $59 million (par value). 

During the year ended DecemberSl 2010 , there were no purchases 

or sales of short-term invesfrnente. 

Long-term Investments. 

Duke Energy classifies Ite investmente in debt and equity . 

securities held In the Duke Energy Carolinas NDTF (see Note 15 for 

furiiher information), the Duke Energy Indiana grantor trust and the 

captive Insurance investment portfolio as long term. Additionally, 

Duke Energy has classified $ 7 1 million cartying value ($89 million 

parvalue) and $118 million carrying value ($149 million parvalue) 

of investmente in auction rate debt securities as long-term at 

DecemberSl , 2011 and 2010, respectively, due to market illiquidity 

factors as a r^u l t of continued failed auctions. All of these 

investmente are classified as available-for-sale and, therefore, are 

reflected on the Consolidated Balance Sheete at estimated fair value 

based on either quoted market prices or management's best estimate 

of fair value based on expected future cash flow using appropriate 

risk-adjusted discount rates. Since management does not intend to 

use these investmente In current operations, these investmente are 

classified as long terni. 

The cost of securities is determined using the specific 

Identification method. 

The estimated fair values of investmente classified as 

available-for-sale are as follows (In millions): 

Duke Energy 

DecemberSl, 201] 

Gross 
Unrealized 

Holding 
Gains<*i 

Gross 
Unrealized 

Holding 
Lossesi* 

Estimated 
Fair 

Value 

DecemberSl, 2010 

Gross Gross 
Unrealized Unrealized Estimated 

Holding Holding Fair 
Gainsia' Losses'̂ ' Value 

snort-term Investmente $ 190 $ — 

Total stiort-term Investments $ - — $ 190 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U,S. Government Bonds 
Auction Rate Debt Securities 
Other 

$44S 
9 
3 

17 
— 
6 

$(18) 
(3) 
— 
— 

(17) 
(4) 

$1,397 
256 

79 
327 

71 
229 

$481 
12 
1 

10 
— 
11 

$(16) 
(3) 
(9) 
(1) 

(31) 
(5) 

$1,435 
270 
69 

235 
118 
274 

Total long-term investments $483 $(42) $2,359 $515 $(65) $2,401 

(a) The table above includes unrealized gains and losses of $473 million and $22 million, respectively, at DecemberSl, 2011 and unrealized gains and bssesof $505 million and $32 
million, respectively, at December 31, 2010 associated with investments held in the Duke Energy Carolinas NDTF. Additionally, the table above includes unrealfeed gains of $6 million 
and $1 millionof unrealized losses at DecemberSl, 2011, and unrealized p ins of $6 million and an insignificant amount of unrealized losses, at December 31, 2010 associated with 
investments held in the Duke Energy Indiana grantor trust As discussed above, unrealized losses on investments within the NDTF and DukeEnergy Indiana grantor trust are defened as 
a regjlatory asset pursuant to regulatory accounting treatment. 
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For the years ended DecemberSl , 2 0 1 1 and 2009, a pre-tax gain of S6 million and $7 million, respectively were reclassified out of AOCI 

Into eamings. There v/ere no reclassifications out of AOCI Into eamings for the year ended December 3 1 , 2010. 

Debt securing held at DecemberSl , 2 0 1 1 , Viihich excludes auction rate securities based on the stated maturity date, mature as follows; 

$141 million in less than one year, $318 million in one to five years, $240 million in six to 10 years and $381 million thereafter. 

The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized loss position for which 

other-than-temporary impairment lo^es have not been recorded in the Consolidated Statement of Operations, summarized by investment ^pe and 

length of time that the securities have been in a continuous loss position, are presented in the table below as of December 3 1 , 2011 and 2010. 

As of Decetnber 3 1 , 2011 As of December 3 1 , 2010 

Estimated 
Fair 

Value'«> 

$123 
258 

3 
8 

71 
121 

Unrealized 
Loss 

Position 
> 12 months 

(6) 
(2) 
— 
— 

(17) 

-. — 

Unrealized 
Loss 

Position 
< 12 months 

$(12) 
(1) 
— 
— 
— 
(4) 

Estimated 
Fair 

Valued 

$ 85 
73 
42 
38 

118 
84 

Unrealized 
Loss 

Position 
>12monfris 

(11) 
(2) 
1.8) 

— 
(31) 
(1) 

Unrealized 
Loss 

Position 
<12 months 

$ (5) 
(2) 
(1) 
(1) 
— 
(3) 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Debt Securities'^ 
Other 

Total long-term Investments $584 $(25) $(17) $440 $(53) $(12) 

(a) The table atiove includes fair values of $289 million and $226 million at December 3 1 , 2011 and December 3 1 . 2010, respectively, associated with Investments held In the Duke 
EnergyCarolinas NDTF. Additionally, Itie table above indudes fair values of $11 million and $5 millionat December 31, 2011 and December 3 1 , 2010, respectively, associated with 
investments held In the Duke Energy Indiana grantor trust 

fb) See Note 15 fur 'informa^on about fait value measurements related to investments in aucticn rate debt securities. 

Duke Energy Carolinas 

December 31 ,2011 DecemberSl, 2010 

Gross Gross 
Unrealized Unrealized Estimated 

Holding Holding Fair 
Gains Losses Value 

Gross Gross 
Unrealized Unrealized Estimated 

Holding Holding Fair 
Gains Losses Value 

Equity Securifies 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Debt Securities 
Other 

$443 
8 
2 

16 
— 
4 

$(16) 
(2) 
— 
— 
(3) 
(4) 

$1,337 
205 

51 
306 

12 
161 

$475 . 
10 
1 

10 
— 
9 

$(16) 
(3) 
(9) 
— 
(3) 
(4) 

$1,365 
227 

43 
224 

12 
155 

Total long-term Investments $473 $(25) $2,072 $505 $(35) $2,025 

Debt securities held at December 3 1 , 2 0 1 1 , which excludes auction rate securities based on the stated maturity date, mature as follows: 

$65 million in less than one year, $144 million in one to five years, $205 million In six to 10 years and $309 million thereafter. 

The fair values and gross unrealized losses of avallable-for-sale debt and equity securities which are in an unrealized loss position for which 

other-than-temporary Impairment losses have not been recorded in the Consolidated Statement of Operations, summarized by Investment type 

and length of time that the securities have been in a continuous loss position, are presented In the table below as of DecemberSl , 2 0 1 1 and 

DecemberSl , 2010. 
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Asof DecemberSl, 2011 Asof DecemberSl, 2010 

Unrealized Unrealized 
Estimated Loss Loss 

Fair Position Position 
Value >12 months <12 months 

Unrealized Unrealized 
Estimated Loss Loss 

Fair Position Position 
Value >12 months <12 months 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U.S. Government Bonds 
Auction Rate Debt Securities^ai 
Other 

$111 
57 
— 
8 

12 
113 

(4) 
(1) 
— 
— 
(3) 
(1) 

$(12) 
(1) 
— 
— 
— 
(3) 

$ 79 
59 
28 
33 
12 
27 

(11) 
(2) 
(8) 
— 
(3) 
(1) 

$ (5) 
(1) 
(1) 
— 
— 
(3) 

Total long-term investments $301 $(9) $(16) $238 $(25) $(10) 

(a) See Note 15 for inTormation about fair value measurements related to investments In auction rate debt securities. 

Duke E n e i ^ Indiana 

DecemberSl, 2011 

Gross Gross 
Unrealized Unrealized Estimated 

Holding Holding Fair 
Gains Losses Value 

DecemberSl, 2010 

Gross Gross 
Unrealized Unrealized 

Holding Holding 
Gains Losses 

Estimated 
Fair 

Value 

Equi^ Securities 
Municipal Bonds 

Total long-term Investments 

$5 
1 

$6 

$(1) 

$(1) 

$46 
28 

$74 

$ 6 

$ 6 

$ -

$ -

$47 
26 

$73 

Debtsecuritles held at December 31 , 2011 maOtre as follows: $1 million in less than one year, $20 million in one to five years, $6 

million in six to 10 years and $1 million thereafter. 

The fair values and gross unrealized losses of available-for-sale debt and equity securities which are In an unrealized loss position for which 

other-than-temporaiy impairment losses have not been recorded in the Consolidated Statement of Operations, summarized by investment type 

and length of time that the securities have been in a continuous loss position, are presented In the table below asof DecemberSl,- 2011 and 

DecemberSl, 2010. 

As of December 3 1 , 2011 Asof Decern ber 3 1 , 2010 

Fair 
Value 

Unrealized 
L^ss 

Position 
>12 mmtlis 

Unrealized 
Lxiss 

Position 
<12mcmths 

Fair 
Value 

Unrealized 
Loss 

Position 
>12 months 

Unrealized 
Loss 

Position 
<12 months 

Equity Securities 
Municipal Bonds 

$ 8 
3 

$— $(1) $ -
— 14 

Total long-term investments $11 $— $(1) $14 

17. VARIABLE INTEREST ENTITIES 

A VIE is an entity that is evaluated for consolidation using more than a simple analysis of voting control. The analysis to determine whether 

anentity isa VIE considers contracts with an entity, credit support: for an entity, the adequacy of the e q u i ^ investment of an entity and the 

relationship of voting power W the amount of equity invested in an ent i^ . This analysis is perfoimed either upon the creation of a legal entity or 

upon the occurrence of an event requiring reevaluation, such as a significant change in an entit/'s assets or activities. If an entity is determined 

to be a VIE, a qualitative analysis of control determines the party that consolidates a VIE based on what parly has the power to direct the most 

significant activities ofthe VIE that impact Its economic performance as well as what party has rights to receive benefits or is obligated to absorb 

losses that are significant to the VIE. The analysis of the party that consolidates a VIE is a continual reassessment. 
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CONSOLIDATED VIEs 

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

and Duke EnergyCarolinas' respective Consolidated Balance Sheets. None of these entities is consolidated by Duke Energy Ohio or DukeEnergy 

Indiana. 

Other than the discussion below related to CRC, no financial support: was provided to any ot the consolidated VIEs during the years ended 

DecemberSl , 2011 and 2010, respectively, or is expected to be provided in the future, that was not previously contractually required. 

Duke Energy 

(in millions) 

Oulte Energy 
Carolinas 

Duke Energy 
Receivables 

Financing LLC 
(DERF) CRC CinCapV Renewables Other Total 

At DecemberSl, 2011 
VIE Balance Sheets 
Restricted Receivables of VIEs 
Other Current Assets 
Intangibles, net 
Restricted Other Assets of VIEs 
Other Assets 
Property, Plant and Equipment Cost, VIEs 
Less Accumulated Depreciation and Amortization 
Other Deferred Debits 

$581 $547 ;13 
2 

— 
65 
14 
— 
— 
— 
94 
— 
— 
— 
11 
3 

60 
— 
— 
13 

$ 13 
124 

12 
10 
36 

913 
{62} 
24 

1,070 
1 

_ 
3 

. 49 
59 

528 
160 
13 
37 

$ 3 
8 

— 
60 
— 

• — 

— 
2 

73 
1 

— 
— 
5 

• — 

61 
— 
— 
— 

$1,157 
134 
12 

135 
50 

913 
(62) 
26 

, 2,365 
2 

273 
3 

65 
62 

949 
160 
13 
50 

Total Assets 
Accounts Payable 
Non-Recourse Notes Payable 
Taxes Accrued" 
Current Maturities of Long-Term Debt 
Other Current Uabilities 
Non-Recourse Long-Term Debt 
Deferred Income Taxes 
Asset Retirement Obligation 
Other Uabilities 

581 547 

— 273 

300 — 

Total Liabilities 

Noncontrolling interests 

Net Duke Energy Corporation Shareholders' Equity 

300 

_ 

$281 

273 

— 
$274 

87 

— 

$ 7 

850 

— 
$ 220 

67 

1 

$ 5 

1,577 

1 

$ 787 
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Duke Energy 

Duke Energy 
Carolinas 

Duke Energy 
Receivables 

Financing LLC 
(DERF) CRC CinCap V Renewabtes Other Total 

At December 31, 2010 
VIE Balance Sheets 
Restricted Receivables of VIEs 
Other Current Assets 
Intangibles, net 
Restricted Other Assets of VI Es 
Other Assets 
Property, Plant and Equipment Cost, VIEs 
Less Accumulated Depreciation and Amortization 
Other Deferred Debits 

$637 $629 

.(in millions) 

S 12 
4 

75 
23 

20 
282 

13 
(2) 

892 
(26) 
24 

$ 4 

65 

50 
(29) 

(3) 

$1,302 
294 

13 
139 
23 

942 
. (55) 

21 

Total Assete 
Accounts Payable 
Non-Recourse Notes Payable 
Taxes Accrued 
Current Maturities of Long-Term Debt 
Other Current Uabilities 
Non-Recourse Long-Term Debt 
Defened Income Taxes 
Asset Retirement Obligation 
Other Liabilities 

637- 629 

— 216 

300 — 

115 

9 
5 
71 

22 

1,203 
2 

1 
45 
16 

518 
191 
12 
4 

95 
2 

S7 

2,679 
4 

216 
1 

61 
21 
976 
191 
12 
26 

Total Liabilities 

Noncontrolling interests 

Net Ouke Energy Corporation Shareholders' Equity 

300 

— 
$337 

216 

— 
$413 

107 

— 
$ 8 

789 

— 
$ 414 

96 

1 

$ (2) 

1,508 

1 

$1,170 

DERF. 

Duke Energy Carolinas securitizes certain accounts receivable 
through DERF, a bankrupte:y remote, special puipose subsidiary. 
DERF Is a wholly-owned limited liability company of Duke Energy 
Carolinas with a separate l^al existence from its parent, and its 
assets are not intended to be generally available to creditors of Duke 
Energy Carolinas. As a result of the securitization, on a daily basis 
Duke Energy Carolinas sells certain accounts receivable, arising from 
the sale of electricily and/or related services as part of Duke Energy 
Carolinas' franchised electric business, to DERF. In order to fund its 
purchases'of accounts receivable, DERF has a $300 million secured 
credit facility with a commercial paperconduit, which expires in 
August 2013. Duke Energy Carolinas provides the sen/icing for the 
receivables (collecting and applying the cash to the appropriate 
receivables). Duke Energy Carolinas' borrowing under the credit 
facility is limited to the amount of qualified receivables sold, which 
has been and is expected to be in excessofthe amount borrowed, 
which is maintained at $300 million, The debt Is classified as long-
term since the facility has an expiration date of greater than one year 
from the balance sheet date. 

The obligations of DERF under the facility are non-recourse to 
Duke Energy Carolinas. Duke Energy and its subsidiaries have no 
requirement to provide liquidity, purchase assets of DERF or 

guarantee performance. DERF is considered 3 VIE because the equity 
capitalization is insufficient to support its operations. If deficiencies in 
the net worth of DERF were to occur, those deficiencies would be 
cured through funding from Duke Energy Carolinas. In addition, the 
most significant activity of DERF relates to the decisions made with 
respect to the management of delinquent receivables. Since those 
decisions are made by Duke Energy Carolinas and any net wori:h 
deficiencies of DERF would be cured through funding from Duke 
Energy Carolinas, Duke Energy Carolinas consolidates DERF. 

CRC. 

CRC was formed in order to secure lovy cost financing for Duke 
Energy Ohio, including Duke Energy Kentucky, and Duke Energy 
Indiana, Duke Energy Ohio and Duke Energy Indiana sell on a 
revolving basis at a discount, nearly all of their customer accounts 
receivable and related collections to ORG. The receivables which are 
sold are selected in order to avoid any significant concentration of 
credit risk and exclude delinquent receivables. The receivables sold 
are securitized by CRC throu^ a facility managed by two unrelated 
third parties and the receivables are used as collateral for commercial 
paper issued by the unrelated third parties. These loans provide the 
cash pori:ion ofthe proceeds paid by CRC to Duke Energy Ohio and 
Duke Energy Indiana. The proceeds obtained by Duke Energy Ohio 
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and Duke Energy Indiana from the sales of receivable are cash and 
a subordinated note from CRC (subordinated retained interest in the 
sold receivables) for a portion of the purchase pn'ce (typically 
approximates 25% of the total prxeeds). The amount borrowed tjy 
CRC against these receivables Is non-recourse to the general credit of 
Duke Energy, and the associated cash collections from the accounts 
receivable sold is the sole source of funds to satisfy the related debt 
obligation. Borrowing is limited to approximately 75% ofthe 
transferred receivables. Losses on collection in excess of the discount 
are first absorbed by the equity of CRC and next by the subordinated 
retained interests held by Duke Energy Ohio and Duke Energy 
Indiana. The discount on the receivables reflects interest expense plus 
an allowance for bad debts net of a servicing fee charged by Duke 
Ener^ Ohio and Duke Energy Indiana. Duke Energy Ohio and Duke 
Energy Indiana are responsible for the servicing of the receivables 
(collecfing and applying the cash to tfie appropriate receivables). 
Depending on the experience with collections, additional equity 
infusions to CRC may be required to be made by Duke Energy in 
order to maintain a minimum equity balance of $3 million. For the 
years ended DecemberSl, 2011, 2010and 2009, respectively, 
Duke Energy infused $6 million, $10 million and $11 million of 
equilv to CRC to remedy net wort:h deficiencies. The amount 
borrowed fluctuates based on the amount of receivables sold. The 
debt is short tenn because the facility has an expiration date of less 
than one year from the balance sheet date. The current expiration 
date is October 2012. CRC Is considered a VIE because the equity 
capitalization is insufficient to support its operations, the power to 
direct the most significant activities of the entity are not performed by 
the equity holder, Cinergy, and deficiencies in the net worth of CRC 
are not funded by Ciner^, but by Duke Energy. The most significant 
activity of CRC relates to the decisions made with respect to the 
management of delinquent receivables. These decisions, as well as 
the requirement to make up deficiencies in net worth, are made by 
Duke Energy and not by Duke Energy Ohio, Duke Energy Kentucky 

. or Duke Energy Indiana. Thus, Duke Energy consolidates CRC. Duke 
Energy Ohio and Duke Ener^ Indiana do not consolidate CRC. 

CinCap V. 

CinCap V was created to finance and execute a power sale 
agreement with Central Maine Power Company for approximately 35 
MW of capacity and energy. This agreement expires in 2016. CinCap 
V is considered a VIE because the equity capitalization is insufficient 
to support Its operafions. As Duke Energy has the power to direct the 

most significant activities of the entity, which are the decisions to 

hedge and finance the power sales agreement, CinCap V is 

consolidated by Duke Energy. 

Renewables. 

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

These renewable energy facilities are VIEs due to power 
purchase agreements with terms that approximate the expected life of 
the projects. These fixed price agreements effectively transfer the 
commodity price risk to the buyer of the power. Duke Energy has 
consolidated these enfities since Inception because the most 
significant activifies that Impact the economic performance of these 
renewable ener^ facilities were the decisions associated with the 
sifing, negotiation ofthe purchase power agreement, engineering, 
procurement and constnjction, and decisions associated with 
ongoing operations and maintenance related activifies, all of which 
were made solely by Duke Energy. 

The debt held by these renewable energy facilifies is 
non-recourse to the general credit of Duke Energy. Duke Energy and 
its subsidiaries have no requirement to provide liquidity or purchase 
the assets of these renewable energy facilities. Duke Ener^does not 
guarantee performance except for an Immaterial multi-purpose letter 
of credit and various immaterial debtser\/ice resen/e and operafions 
and maintenance reseive guarantees. The assets are restricted and 
they cannot be pledged as collateral or sold to third parties without 
the prior approval ofthe debt holders. 

Other. 

Duke Energy has other VIEs with restricted assets and 
non-recourse debt. These VIEs Include cert:ain on-site power 
generation facilities. Duke Energy consolidates these particular on-site 
power generation entifies because Duke Energy has the power to 
direct the majority of fiie most significant activities, which, most 
notably involve the oversight of operafion and maintenance related 
activifies that impact the economic pert'ormance of these enfities. 

During the second quarter of 2011, the customer for one of 
these on-site generation facilities canceled its contract. As a result, the 
entity providing the on-site generafion services no longer has any 
activity or assets, other than a receivable with payments to be 
collected fiirough 2017. Asof DecemberSl, 2011, Duke Energ/no 
longer consolidates this entity. 
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NON-CONSOLIDATED VIEs 

The table below shows the VIEs that the Duke Energy Registrants do not consolidate and how these entitles impact Duke Energy's, Duke 
Energy Ohio's and Duke Energy Indiana's respective Consolidated Balance Sheets. As discussed alwve, while Duke Energy consolidates CRC, 
Duke Energy Ohio and Duke Energy Indiana do not consolidate CRC as they are not the primary beneficiary. 

Duke EtKTgy 

(in millions) 
Duke Energy Duke Energy 

DukeNet Renewabtes Other Tota) Ohio Indiana 

At December 31,2011 
Consolidated Balance Siteets 
Receivables 
Investments in equity method unconsolidated affiliates 
Intangibles 

$ _ 
129 

i_ 5 _ $ -_ $129 
81 25 235 — 
— Ill 111 111 

$139 

Total Assets 
Other Current Liabilities 
Deferred Credits and (!)ther Liabilities 

Total Liabilities 

Net Duke Energy Corporation Shareholders' Equity 

129 

— 
$129 

81 

— 
$81 

136 
3 

18 

21 

$115 

346 
3 

18 

21 

$325 

240 

— 
$240 

139 

— 
$139 

(in millions) DukeNet 

Duke Energy 

Renev/ables Other Total 
Duke Energy 

Ohio 
DuKe Energy 

Indiana 

At December 31, 2010 
Consolidated Balance Sheets 
Receivables 
Investments In equity method unconsolidated affiliate 
Intangibles 

137 95 23 
119 

255 
119 

$216 

119 

$192 

Total Assets 
Other Current Liabilities 
Deferred Credits and Other Liabilities 

Total Liabilities 

Net Duke Energy Corporation Shareholders' Equity 

137 

— 
$137 

95 

— 
$95 

142 
3 

28 

31 

$111 

374 
3 

28 

31 

$343 

335 

— 
• $335 

192 

— 
$192 

No financial support: that was not previously contracfijally 
required was provided to any of the unconsolidated VIEs during the 
years ended December 31 , 2011 and 2010, respectively, or Is 
expected to be provided in the ftjture. 

With the exception of the power purchase agreement with the 
Ohio Valley Electric Corporation (OVEC), which is discussed below, 
and various guarantees, reflected In the table above as "Deferred 
Credits and c;)ther Liabilities", the Duke Energy Registrants are not 
aware of any situafions where the maximum exposure to loss 
significantly exceeds the carrying values shown above. 

The proceeds obtained from fiie sales of receivables are largely 
cash but do Include a subordinated note from CRC for a portion of the 
purchase price (typically approximates 25% of fine total proceeds). 
The subordinated note Is a retained interest (right to receive a 
specified port:ion of cash flows from the sold assets) and is classified 
within Receivables In Duke Energy Ohio's and Duke Energy Indiana's 
Consolidated Balance Sheets at December 31 , 2011 and 2010, 
respectively. The retained Interests reflected on the Consolidated 
Balance Sheets of Duke Energy Ohio and Duke Energy Indiana 
approximate fairvalue. 

CRC. 

As discussed above, CRC is consolidated only by Duke Energy. 
Accordingly, the retained interest in the sold receivables recorded on 
the Consolidated Balance Sheets of Duke Energy Ohio and Duke 
Energ/ Indiana are eliminated in consolidation at Duke Energy. 
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The cariylng values ofthe retained interests are determined by 
allocafing the carrying value of the receivables between the assets 
sold and the Interests retained based on relative fair value. Because 
the receivables generally turnover in less than tv̂ ô months, credit 
losses are reasonably predictable due to the broad customer base and 
lack of significant concentration, and the purchased beneficial interest 
(equity In CRC) is subordinate to all retained interests and thus would 
absorb losses first, the allocated basis ofthe subordinated notes are 
not materially different than their face value. The hypothetical effect 
on the fair value of the retained Interests assuming both a 10% and a 
20% unfavorable variafion In credit losses or discount rates Is not 
material due to the short: turnover of receivables and historically low 
credit loss history. Interest accrues to Duke Energy Ohio, Duke Energy 
Indiana and Duke Energy Kentucky on the retained interests using 
file accretable yield method, which generally approximates the stated 
rate on the notes since the allocated basis and the face value are 
nearly equivalent An impairment chaige is recorded against the 
cariylng value of both the retained interests and purchased beneficial 
interest whenever It is determined that an other-than-temporary 
impairment has occurred. The key assumptions used in estimafing 
the fair value in 2011 and 2010 is detailed in the following table: 

2011 2O10 

Duke Energy Ohk} 
Anticipated credit loss ratio 
Discount rate 
Receivable turnover rate 

Duke Energy Indiana 
Anticipated credit loss ratio 
Discount rate 
Receivable turnover rate 

0.8% 0.8% 
2.6% 2.7% 

12.7% 12.6% 

0.4% 0.5% 
2.6% 2.7% 

10.2% 10.2% 

The following table shows the gross and net receivables sold as 

of DecemberSl, 2011 and DecemberSl, 2010, respectively: 

Duke Ener^ Ohio Duke Energy Indiana 

Receivables sold as of 
DecemberSl, 2011 

Less: Retained Interests 

Net receivables sold as of 
DecemberSl, 2011 

$302 $279 
129 139 

$173 $140 

Duke Energy Ohio Duke Energy Indiana 

Receivables sold as of 
DecemberSl, 2010 

Less: Retained interests 

Net receivables sold as of 
December 31, 2010 

$373 $284 
216 192 

$157 $ 92 

The following table shows the retained interests, sales, and cash 

flows during the years ended December 31 , 2011, 2010 and 2009 

respectively: 

Duke Energy Ohio Duke Energy Indiana 

Year Ended December 31, 
2011 

Sales 
Receivables sold $2,390 $2,658 
Loss recognized on sale 21 16 
Cash flows 
Cash proceeds from 

receivables sold $2,474 $2,674 
Collecfion fees received 1 1 
Return received on retained 

interests 12 " 13 

Duke Energy Ohio Duke Energy Indiana 

Year Ended December 31, 
2010 

Sales 
Receivables sold 
Loss recognized on sale 
Cash flows 
Cash proceeds from 

receivables sold 
Collection fees received 
Retum received on retained 

interests 

$2,858 
26 

$2,809 
1 

$2,537 
17 

$2,474 
1 

15 13 

Duke Energy Ohio Duke Energy Indiana 

YearEnded DecemberSl, 
2009 

Sales 
Receivables sold 
Loss recognized on sale 
Cash flovK 
Cash proceeds from 

receivables sold 
Collecfion fees received 
Return received on retained 

interests 

$3,108 
26 

$3,053 
2 

15 

$2,398 
15 

$2,353 
1 

12 

Cash fiows from fine sale of receivables are reflected within 
Operafing Activities on Duke Energy Ohio's and Duke Energy 
Indiana's Consolidated Statements of Cash Flows. 

Collecfion fees received in connection with fiie servicing of 
transferred accounts receivable are included In Operafion, 
Maintenance and Other on Duke Energy Ohio's and Duke Energy 
Indiana's Consolidated Statements of Operafions. The loss recognized 
on the sale of receivables Is calculated monthly by multiplying the 
receivables sold during the month by the required discount which Is 
derived monthly utilizing a fiiree year weighted average formula that 
considers charge-off history, late charge history, and turnover history 
on the sold receivables, aswellasacomponentforthefimevalueof 
money. The discount rate, or component for the fime value of money, 
is calculated monthly by summing the prior month-end LIBOR plus a 
fixed rate of 2.39%. 
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DukeNet. 

In 2010, Duke Energy sold a 50% ownership Interest In 
DukeNet to Alinda. The sale resulted in DukeNet becoming a joint 
venture wifin Duke Energy and Alinda each owning a 50% interest. 
In connection with the formation of the new DukeNet joint venture, a 
five-year, $150 million senior secured credit facility was executed 
with a syndicate of ten external financlai Insfitutions. This credit 
facility is non-recourse to Duke Energy. DukeNet is considered a VIE 
because it has entered into certain contractual arrangements fiiat 
provide DukeNet with addifional forms of subordinated financial 
support. The most significant activities that impact DukeNet's 
economic performance relate to its business development and fiber 
optic capacity marketing and management activities. The power to 
direct these acfivities is jointly and equally shared by Duke Energy 
and Alinda. As' a result, Duke Energy does not consolidate the 
DukeNet joint venture. Accordingly, DukeNet is a non-consolidated 
VIE that is reported as an equity method investment. 

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

Renewables. 

Duke Energy has investments in various entitles that generate 
electricity through the use of renewable energy technology. Some of 
these entifies, which were part of the Catamount acquisifion, are VIEs 
which are not consolidated due to the joint ownership of the entities 
when tiiey were created and the power to direct and control key 
activifies is shared jointly Instead, Duke Energy's investment is 
recorded under the equity method of accounting. These entifies are 
VIEs due to power purchase agreements with terms that approximate 
the expected life of the project. These fixed price agreements 
effectively transfer the commodity price risk to the buyer of the power. 

Other. 

Duke Energy has Investments in various other entities that are 

VIEs which are not consolidated, The most significant of these 

investments Is Duke Energy Ohio's 9% ownership interest in OVEC. 
Through its ownership interest In OVEC, Duke Energy Ohio has a 
contractual arrangement through June 2040 to buy power from 
OVEC's power plants. The proceeds from the sale of power by OVEC 
to Ifs power purchase agreement counterparties, including Duke 
Energy Ohio, are designed to be suti'iclent for OVEC to meet its 
operating expenses, fixed costs, debt amortization and interest 
expense, as well as eam a return on equity. Accordingly, the value of 
this contract is subject to variability due to fluctuations in power 
prices and changes in OVEC's costs of business, including costs 
associated wltii Its 2,256 megawafis of coal-flred generafion 
capacity. As discussed In Note 5, the proposed rulemaking on 
cooling water intake structures, ufility boiler MACT, CSAPR and CCP's 
could increase tiie costs of OVEC which woukJ be passed through to 
Duke Energy Ohio. The initial carrying value of this contract was 
recorded as an intangible asset when Duke Energy acquired Cinergy 
In April 2006. 

In addition, the company has guaranteed the performance of 
certain entities In which the company no longer has an equity 
interest. As a result, the company has a variable interest In certain 
other VIEs that are non-consolidated. 

18. EARNINGS PER SHARE 

Basic Earnings Per Share (EPS) is computed by, dividing net 
Income attributable to Duke Energy common shareholders, adjusted 
for distributed and undistributed eamings allocated to pari:icipating 
securities, by the weighted-average number of common shares 
outstanding during tiie period. Diluted EPS is computed by dividing 
net income attributable to Duke Energy common shareholders, as 
adjusted for disfi'ibuted and undistributed earnings allocated to 
participating securities, by the diluted weighted-average number of 
common shares outstanding during the period. Diluted EPS reflects 
the potential dilution that could occur if securities or other agreements 
to issue common stock, such as stock options, phantam shares and 
stock-based performance unit awards were exercised or settled. 
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The following table Illustrates Duke Energy's basic and diluted EPS calculations and reconciles the weighted-average number of common 

shares outstanding to the diluted weighted-average number of common shares outstanding for the years ended December 3 1 , 2 0 1 1 , 2010, 

and 2009. 

(in millions, except per share amounts) 

Average 
Income Shares EPS 

2011 
Income trom continuing operations attributaUe to Duke Energy common shareholders, as adjusted for partidpating 

securities — basic 

Effect of dilutive securities; 
Stock options, performance and restricted 

Income from continuing operafions attributable 
securifies —diluted 

2010 
Income from continuing operations attributable 

securifies — basic 

Efiect of dilutive securities; 
Stock options, performance and restricted 

Income from continuing operations attributable 
securities —diluted 

2009 
Income from continuing operations attributable 

securities —basic 

Efl'ect of dilutive securities; 
Stock options, peri^ormance and restricted 

Income from continuing operations attributable 
securities —diluted 

stock 

to Duke Energy common shareholders, as adjusted for participating 

to Duke Energy common shareholders, as adjusted for participating 

stock 

to Duke Energy common shareholders, as adjusted for participating 

to Duke Energy common shareholders, as adjusted for participating 

stock 

to Duke Energy common shareholders, as adjusted for parijcipafing 

$1,702 1,333 $1.28 

$1,315 1,318 $1.00 

1 

$1,315 1,319 $1.00 

$1,061 1,293 $0.S2' 

1 

$1,061 1,294 $0.82 

Asof DecemberSl , 2 0 1 1 , 2010 and 2009, 7 million, 

13 million and 20 million, respectively, of stock options, unvested 

stock and performance awards were not included in ttie "eff̂ ect of 

dilutive securities" in the above table because either the option 

exercise prices were greater than the average market price of the 

common shares during those periods, or performance measures 

related to the awards had not yet been met. 

Beginning In the fourth quarter of 2008, Duke Energy began 

issuing authorized but previously unissued shares of common stock 

to fulfill obligations under its Dividend Reinvestiment Plan (DRIP) and 

other Internal plans, including 401(k) plans. During the years ended 

DecemberSl, 2010 and 2009, Duke Energy received proceeds of 

$288 million and $494 million, respectively, from the sale of 

common stock associated witii these plans. Proceeds from the sale of 

common stock associated with these plans were not significant in 

2 0 1 1 . Duke Energy has discontinued issuing new shares of common 

Stock underthe DRIP. 

19. SEVERANCE 

2 0 1 1 Severance Plans. 

In conjunction with the proposed merger witii Progress Energy, in 

August 2 0 1 1 , Duke Energy announced plans to offer a voluntary 

severance plan to approximately 4 ,850 eligible employees. As this is a 

voluntary plan, all seweraixie benefits offered under this plan ate 

considered special termination benefits under GAAP. Special 

termination benefits are measured upon employee acceptance and 

recorded immediately absent a significant retention period. If a 

significant retention period exists, ttie cost ofthe special termination 

benefite are recorded ratably over the remaining ser\/ice.periods of the 

affected employees. Approximately 500 employees accepted the 

temiination benefits during tiie voluntary window period, which closed 

on November 30 , 2 0 1 1 . Duke Energy resen/es the right to reject any 

request to volunteer based on business needs and/or excessive 

pari:iclpation. The estimated amount of severance payments associated 

with this voluntary plan, confingent upon a successful close of the 

proposed merger with Progress Energ/, are expected to be 

approximately $80 million. 

2 0 1 0 Severance Plans. 

During 2010, the majority of severance charges were related to 

a voluntary severance plan whereby eligible employees were provided 

a window during which to accept tenninafion benefite. As this was a 

voluntary plan, all severance benefite offered under tiiis plan were 

considered special termlnafion benefite under GAAP. Special 

termination benefits are measured upon employee acceptance and 

recorded immediately absent a significant retenfion period. If a 

significant retention period existe, the cost of the special termination 

benefits are recorded ratably over the remaining sen/ice periods of the 

affected employees. Approximately 900 employees accepted the 

termlnafion benefits during the voluntary window period, which 

closed March 3 1 , 2010. Future severance coste under Duke 

Energy's ongoing severance plan, if any, are currentiy not estimable. 
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Amounts included in the table below represent severance 

expense recorded by tiie Duke Energy Registrants during 2010. The 

Duke Energy Regisfi'ante recorded insignificant amounte for severance 

expense during 2011. 

Year Ended 
DecemberSl, 

2010'^ 

Duke Energy 
Duke Energ/Carolinas 
Duke Energy Ohio 
Duke Energy Indiana 

$172 
99 
24 
33 

(a) These ainojnts aie leojrded in Opeiation, Mairtenance ar,d Othet witHiti Operating 
Expenses on the Consolidaled Statements of Operations. 

The severance coste dixussed above for the Subsidiaiy 
Registrante include an allocation of their proportionate share of 
severance coste for employees of Duke Energy's shared sen/ices 
affiliate that provides support to the Subsidiary Registrants. Amounte 
included in the table below represent the severance liability recorded 
by Duke Energy Carolinas and Duke Ener^ Indiana for employees of 
those registrante, and excludes coste allocated from and paid by Duke 
Energy's shared services affiliate. 

Balanceat Balanceat 
DecemberSl, Provision/ Cash DecemberSl, 

(in millions) 2010 Adjustments Reductions 2011 

Duke Eneigy 
Duke Energy 

Carolinas 
Duke Energy 

Indiana 

$87 

21 

1 

S(2) 

(2) 

— 

$(53) 

(18) 

(1) 

$32 

1 

— 

20. STOCK-BASED COMPENSATION 

For employee awards, equity classified stxk-based 
compensation cost Is measured at the ser̂ /ice inception date or the 
grant date, based on the estimated achievement of certain 
performance metrics or the fair value of the award, and is recognized 
as expense or capitalized as a component of property, plant and 
equipment over tiie requisite service period. 

Duke Energy's 2010 Long-Term Incentive Plan (the 2010 Plan) 
reserved 75 million shares of common stock for awards to employees 
and outeide directors. The 2010 Plan superseded the 2006 Long-
Term Incentive Plan, as amended (the 2006 Plan), and no additional 
grante will be made from tiie 2005 Plan. Under the 2010 Plan, the 
exercise price of each option granted cannot be less than the market 
price of Duke Energy's common stock on the date of grant and the 
maximum option term is 10 years. The vesting periods range from 
immediate to three years. Duke Energy has historically issued new 
shares upon exercising or vesting of share-based awards. In 2012, 
Duke Energy may use a combination of new share issuances and 
open market repurchases for share-based awards which are exercised 
or become vested; however Duke Energy has not determined with 
certainty the amount of such new share issuances or open mari<et 
repurchases. 

The 2010 Plan allows for a maximum of 18.75 million shares 
of common stock to be issued under various stock-based awards 
otiier than options and stock appreciation rights. 

Stock-Based Compensation Expense 

Pre-tax stock-based compensafion expense recorded in the 
Consolidated Statemente of Operations is as follows; 

(in millions) 

Stock Options 
Phanlom Awards 
Petformance Awards 
OUier Stock Awards 

For the Years Ended 
DecemberSl, . 

201 iw 

$ 2 
27 
23 

2010t«i 

$ 2 
26 
39 

2009'̂ > 

$ 2 
17 
20 

1 

Total $52 $67 

(al Excludes stock^based compensation cost capitalized as a component of peopert/, plant 
and equipment of $2 million, $4 million and S4 million forthe years ended 
December 31. 2011, 2010 and 2009. respectively. 

The tax benefit associated with the stock-based compensation 
expense for the years ended DecemberSl, 2011, 2010and 2009 
was $20 million, $26 miliion and $16 million, respectively. 
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stock Option Activity Phantom Stock Awards 

Weighted-
Average 

Options Exercise 
(in thousands) Price 

V /̂eighted-
Average 

Remaining 
Life 

(in years) 

A^regate 
Intrinsic 

Value 
!in millions) 

Outstanding at 
December 
31 ,2010 
Granted 
Exercised 
Forfeited or 

expired 

Outstanding at 
DecemberSl, 
2011 

Exercisable at 
DecemberSl, 
2011 

Options 
Expected to 
Vest 

13,881 
1,074 
(4,734) 

(3,954) 

6,267 

4,256 

2,011 

$17 
IS 
15 

22 

$15 

$15 

$17 

4.6 

2.7 

8.6 

$41 

$31 

$10 

On DecemberSl , 2010 and 2009, Duke Energy had 

12 million and 17 miliion exercisable options, respectively with a 

weighted-average exercise price of $17 and $18 , respectively. The 

options granted In 2011 were expensed immediately, therefore, there 

Is no future compensation cost associated with these options. The 

following table includes information related to Duke Energy's stock 

options. 

For the Years Ended 
DecemberSl, 

(in millions) 2011 2010 2009 

Intrinsic value of options exercised 
Tax benefit related to options exercised 
C a ^ received from options exercised 

Stock options grantedia* 

$ 26 $ 8 $ 6 
10 3 2 
74 14 24 

(In tiiousands of shares) 
1,074 1,103 503 

(a) The options granted in 2011 were expensed immediately, therefore, ttiere is no future 
compensation cost associalKl wilh the^ options. 

These assumptions were used to determine the grant date fair 

value of the stock options granted during 2 0 1 1 ; 

Weighted-Average Assumptions for Option Pricing 

Risk-free interest rate^̂ i 
Expected dividend yield'w 
Expected lifefc' 
Expected volatility''" 

2.5% 
5.7% 

6.0 years 
18.8% 

la) The risk free rate is based upon the U.S. Treasury Constant Maturity rates as of tlia 
grant date. 

(h) The expected dividend yield is tased upon annualfeed dividends and the 1-year 
average dosing stock price. 

Cc) The expected life of options is derived from the simplified method approach. 
[dl Volatility is based upon 50% historical and 50% implied volatility. Historic volatilrti; is 

tjased on Duke Energy's fiistorical volatility over the expected life using daily stock 
prices. Implied volatility is ttie average for all option contracts witti a term greater than 
six months using the strike price closest to the stcx;k price on the valuation date. 

- Phantom s t x k awards issued and outstanding under the 2010 

Plan and fiie 2006 Plan generally vest over periods fi-om immediate 

to three years. The following table includes information related to 

Duke Energy's phantom shsck awards. 

Shares awarded 
(in thousands) 

Fairvalue'^' 
(in millions) 

Years ended December 3 1 , 
2011 
2010 
2009 

1,907 
1,047 
1,096 

$34 
17 
16 

fa) Based on ttie market price of Duke Energ/s common stock at tfie grant date. 

The following table summarizes information about phantiom 

stock awards outstanding at DecemberSl , 2 0 1 1 : 

Weighted Average 
Shares Per Share Grant 

(in thousands) Date Fair Value 

Number of Phantom Stock 
Awards: 
Outstanding at December 3 1 , 
. 2010 
Granted 
Vested 
Forfeited 

1,763 
1,907 

(1,057) 
(46) 

Outstanding at December 3 1 , 
2011 

Phantom Stock Awards Expected 
to Vest 

2,567 

2,503 

$17 
18 
18 
IS 

$17 

$17 

The total grant date fair value of fiie shares vested during the 

years ended December 3 1 , 2 0 1 1 , 2010 and 2009 was $19 

million, $29 million and $23 million, respectively. At December 3 1 , 

2 0 1 1 , DukeEnergy had $19 million of unrecognized compensation 

cost which is expected to be recognized over a weighted-average 

period of 2.6 years. 

Performance Awards 

Stock-based awards issued and outstanding underthe 2010 

Plan and the 2006 Plan generally vest over three years if 

performance targets are met. Vesting for certain stock-based 

performance awards can occur In three years, at tiie earliest, if 

performance is met. Certain performance awards granted In 2 0 1 1 , 

2010 and 2009 contain market conditions based on the total 

shareholder return (TSR) of Duke Energy stock relative to a 

pre-defined peer group (relative TSR). These awards are valued using 

a path-dependent model that incorporates expected relative TSR Into 

the fairvalue determination ofDuke Energy's performance-based 

share awards. The model uses three year histohcal volatilities and 

correlations for all companies In the pre-defined peer group, including 
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Duke Energy, to simulate Duke Energy's relative TSR as of tiie end of 
the performance period. For each simulation, Duke Energy's relative 
TSR associated with the simulated stock phce at the end of the 
performance period plus expected dividends within the period results 
in a value per share for the award portfolio. The average of tiiese 
simulations Is the expected portfolio value per share. Actual life to 
date results of Duke Energy's relative TSR for each grant is 
incorporated within the model. Other performance awards not 
containing market conditions were awarded In 2011, 2010 and 
2009. The performance goal tor the 2011 and 2010 award is Duke 
Energy's Return on Equity (ROE) over a three year period. The 
performance goal for tiie 2009 award Is Duke Energy's compounded 
annual growth rate of annual diluted EPS, adjusted for certain items, 
over a three year period. All of these awards are measured at grant 
date phce. The following table includes information related to Duke 
Energy's performance awards. 

Olher Stock Awards 

Shares awarded 
(in thousands) 

Fair value'3' 
(in millions) 

Years ended December 31, 
2011 
2010 
2009 

1,294 
2,734 
3,426 

$20 
38 
44 

(a) Based on tlie market price oi Duke Eriets/'s ojmmcn stock at the gvant date. 

The following table summarizes information about stock-based 

performance awards outstanding at the maximum level at 

DecemberSl, 2011: 

Number of Stock-based 
Performance Awards: 
Outstanding at DecemberSl, 

2010 
Granted 
Vested 
Forfeited 

Outstanding at December 31, 
2011 

Stock-based Performance Awards 
Expected to Vest 

Shares 
(in thousands) 

7,550 
1,294 

(2,111) 
(363) 

6,370 

6.212 

Weighted Average 
Per Share 

Grant 
Date Fair Vaiue 

$14 
16 
16 
13 

$14 

$14 

The total grant date fair value of the shares vested during the 
years ended DecemberSl, 2011, 2010 and 2009 was $33 
million, $15 million and $20 million, respectively. At DecemberSl, 
2011, Duke Energy had $17 million of unrecognized compensation 
cost which is expected to be recognized over a weighted-average 
period of 1.5 years. 

Other stock awards issued and outstanding under the 1998 
Plan vest over periods from three to five years. There were no otiier 
stock awards issued during the years ended DecemberSl, 2011, 
2010 or 2009. 

The following table summarizes information about ofiier stock 
awards outstanding at DecemberSl, 2011: 

Shares 
(in thousands) 

Weighted Average Per Share 
Grant 

Date Fair Value 

Number of Otiier Stock' 
Awards: 
Outstanding at 

DecemberSl, 
2010 

Vested 
Forfeited 

Outstanding at 
December 31, 2011 

131 
(131) 

$28 
28 

$ -

The total fair value of the shares vested during the years ended 

DecemberSl, 2011, 2010 and 2009 was $4 million, $1 million, 

and $1 million, respectively. 

21. EMPLOYEE BENEFIT PUNS 

Duke Energy 

Defined Benefit Retirement Plans 

Duke Energy and its subsidiaries (including legacy Cinergy 
businesses) maintain qualified, non-contrlbutoiy defined benefit 
retirement plans. The plans cover most U.S, employees using a cash 
balance formula. Under a cash balance formula, a plan participant 
accumulates a refirement benefit consisting of pay credits that are 
based upon a percentage (which varies with age and years of sen/ice) 
of current eligible eamings and current interest credits. Ceri:ain legacy 
Cinergy U.S. employees are covered under plans tiiat 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 earnings 
times years of participation in excess of 35 years. Duke Energy also 
maintains non-qualified, non-contributory defined benefit retirement 
plans which cover certain executives. 
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Duke Energy's policy is to fund amounts on an actuarial basis to 
provide assets sufficient to meet benefit payments to be paid to plan 
participants. The following table includes information related to Duke 
Energy's contributions to its U.S. qualified defined benefit pension 
plans. 

(in millions) 

Conti'Ibutions made 
Anticipated contributions 

2012 

$200 

For the Years Ended 
DecemberSl, 

2011 2010 2009 

$200 $400 $800 

Actuarial gains and losses subject to amortization are amortized 
over the average remaining service period of the active employees. 
The average remaining service period of active employees covered by 
the qualified retirement plans is ten years. The average remaining 
sen/Ice period of active employees covered by the non-qualified 
retirement plans is nine years. Duke Energy determines the market-
related value of plan assets using a calculated value that recognizes 
changes in fair value of the plan assets in a particular year on a 
straight line basis over the next five years. 

Net periodic benefit costs disclosed in the tables below for the 
qualified, non-<iualified and other post-retirement benefit plans 
represent the cost of the respective benefit plan for the periods 
presented. However, portions of the net periodic benefit costs 
disclosed in the tables below have been capitalized as a component 
of property, plant and equipment. 

Duke Energy uses a December 31 measurement date for its 
defined benefit retirement plan assets and obligations. 

Qualified Pension Plans 

Components of Net Periodic Pension Costs: Qualified Pension 
Plans 

(in millions) 

For the Years Ended 
DecemberSl, 

2011(31 2010ia> 2009'a' 

Service cost 
Interest cost on projected benefit 

obligation 
Expected return on plan assets 
Amortization of prior service cost 
Amoftizalion of actuarial loss 
Seti;lement and contractual termination 

benefit cost 
Other. , 

$ 96 $ 96 $ 85 

232 
(384) 

6 
77 

248 
(378) 

5 
50 

257 
(362) 

7 
2 

18 
13 
18 17 

Net periodic pension costs $ 45 $ 52 

These amounts exclude $14 millian, $15 million and SIO million for the years ended 
Decembers!, 2011, 2010 and 2009, respectively, of regulatoty asset a morlization 
resulting from purchase accounting adjustments associated with CJuke Energy's rrrerger 
with Cinergy in April 2006, 

other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Compreiiensive Income and 

R^iulatory Assets: Qualified Pension Plans 

(in millions) 

Regulatory assets, net increase 
Accumulated otiier comprehensive (Income) loss'̂ ' 

Deferred income tax asset 
Actuarial losses (gains) arising during the 

year 
Amortization of prior year actuarial losses 
Reclassification of actuarial gains (losses) to 

regulatory assets 
Amortization of prior year prior sen/ice cost 
Reclassification of prior sen/ice cost to 

regulatory assets 

FortheYears Ended 
December 31, 

2011 

$152 

(10) 

60 
(8) 

8 
(1) 

2010 

$350 

143 

(5) 
(15) 

(365) 
(3) 

(19) 

Net amount recognized in accumulated other 
comprehensive (income) loss $ 49 $(265) 

(a) Excludes actuarial losses of S2 million in 3011 and $3 million in 2010 recognized in 
• other accumulated comprehensive income, net of tax, associated with a Brazilian 

retirement plan. 

Reconciliation of Funded Status to Net Amount Reco^ized: 

Qualified Pension Plans 

Asof and for the Years 
Ended DecemberSl, 

in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial (gains) losses 
Plan amendments 
Settlement and contractual termination 

benefit cost 
Benefits paid 

2011 

$4,861 
96 

232 
(7) 
18 

(320) 

2010 

$4,695 
-. 96 

248 
• 190 

2 

13 
(383) 

Obligation at measurement date $4,880 $4,861 

The accumulated benefit obligation was $4,651 million and 
$4,511 million at DecemberSl, 2011 and 2010, respectively. 

Asof and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Employer contributions 

2011 

$4,797 
64 

(320) 
200 

2010 

$4,224 
556 

(383) 
400 

Plan assets at measurement date $4,741 $4,797 
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Amounts Recognized in the Consolidated Balance Sheets: 

Qualified Pension Plans 

The following table provides the amounts related to Duke 

Energy's qualified pension plans that are reflected in Other within 

Investments and Other Assets and Other within Deferred Credits and 

Other Liabilities on tiie Consolidated Balance Sheets at December 31 , 

2011 and 2010: 

(in millions) 

Prefunded pension cost 
Accrued pension liability 

Net amount recognized 

Asof December 31, 

2011 2010 

$ — $101 
(139) (155) 

. $(139) $ (64) 

The following table provides the amounts related to Duke 

Energy's qualified pension plans that are reflected In Other within 

Regulatory Assets and Deferred Debits and ACXI on the Consolidated 

Balance Sheets at Decennber 3 1 , 2011 and 2010: 

Asof DecemberSl, 

(in millions) 2011 2010 

Regulatory assets 
Accumulated otiier comprehensive (income) loss 

Deferred income tax asset 
Prior service cost 
Net actuarial loss 

$1,411 $1,259 

(73) 
4 

201 

(63) 
5 

141 

Net amount recognized in accumulated other 
comprehensive (income) loss'̂ ^ $ 132 $ S3 

la) Excludes accumulated other comprehensive Income of $19 million and $17 million as 
of DecemberSl, 2011 and 2010, respeciiveiy, net of tax, associated with a Brazilian 
retirement plan. 

Ofthe amounts above, $98 million of unrecognized net 

actuarial loss and $5 million of unrecognized prior sen/ice cost will be 

recognized in net periodic pensran costs in 2012. 

Addrtronal Information: Qualified Pension Plans ^ -

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets 

Asof DecemberSl, 

in millions) 2011 2010 

Projected benefit obligation 
Accumulated benefit obligation 
fair value of Plan assets 

$ _ $1,052 
956 
951 

Assumptions Used for Pension Benefits Accounting 

Asof December 31, 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase (graded by age) 

Net Periodic Benefit Cost 
Discount rate 
Salary increase 
Expected long-term rate of retum on plan 

assets 

2011 

5.10 
4.40 

2011 

5.00 
4.10 

8.25 

2010 

5.00 
4,10 

2010 

5.50 
4.50 

8.50 

2009 

5.50 
4.50 

2009 

6.50 
4.50 

8.50 

The discount rate used to determine the current year pension 
obligation and following year's pension expense is based on 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 fiow to provide for the projected benefit 
payments of the plan. The selected bond portfolio is dehved from a 
universe of non-callable corporate bonds rated Aa quality or higher. 
After tiie bond portfolio is selected, a single interest rate Is determined 
that equates tine present vaiue of the plan's projected benefit 
payments discounted at this rate with the market value of the bonds 
selected. 

Non-Qualrfied Pension Plans 

Components of Net Periodic Pension Costs: Non-Qualrfied Pension 

Plans 

(in millions) 

For tiie Years Ended 
DecemberSl, 

2011 2010 2009 

Senrice cost 
interest cost on projected benefit obligation 
Amortization of prior service cost 
Settlement credit 

$ 1 $ 1 $ 2 
8 9 10 
2 2 2 

- - • ( 1 ) 

Net periodic pension costs $11 $12 $13 
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other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets, Regulatory Liabilities and 

Accumulated Other Comprehensive Income: Non-Qualified 

Pension Plans 

FortheYears Ended 
Deoember 31, 

(in millions) 

Regulatory assets, net increase 
Regulatory liabilities, net increase 
Accumulated other comprehensive (income) loss 

Deferred income tar, asset 
Actuahal losses (gains) arising during the 

year 
Reclassification ot actuarial losses to 

regulatory assets 
Amortization of prior year prior service cost 
Reclassification of prior sen/ices cost to 

regulatory assets 
Reclassification of phor sen/ices cost to 

regulatory liabilities 

2011 

$ 2 
7 

(11 

1 

— 
— 

— 

— 

2010 

$23 
3 

8 

(8) 

(1) 
(2> 

(1) 

(8) 

Net amount recognized in accumulated other 
comprehensive (income) loss 5— $(12) 

Reconciliation of Funded Status to Net Amount Recognized: 
Non-Qualified Pension Plans 

As ofand forthe Years 
Ended DecemberSl, 

(in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses (gains) 
Benefits paid 

2011 

$167 
1 
8 

(2) 
(14) 

2010 

$173 
1 
9 
2 

(18) 

Obligation at measurement date 

Change in Fair Value of Plan Assets 
Benefits paid 
Employer contributions 

Plan assets at measurement date 

$160 

$(14) 
14 

$ _ 

$167 

$(18) 
18 

$ -

The accumulated benefit obligation was $151 million and 

$160 million at DecemberSl, 2011 and 2010, respectively. 

Amounts Recognized in the Consolidated Bafance Sheets: 

Non-Qualified Pension Plans 

The following table provides the amounts related to Duke 
Energ/'s non-qualified pension plans that are reflected In Other within 
Deferred Credits and Other Uabilities on the Consolidated Balance 
Sheets at December 31 , 2011 and 2010: 

(in millions) 

Accrued pension liability'̂ ' 

Asof DecemberSl, 

2011 2010 

$(160) $(167) 

(a) Includes S17 million arc) $19 million recognized in Other within Current Uabilities on 
»ie Consolidated BalanceSlieels as of Decefnber31, 2011 and 2010, respectively. 

The following table provides the amounts related to Duke 
Energy's non-qualified pension plans that are reflected in Other within 
Regulatory Assets and Deferred Debits, Other within Deferred Credits 
and Other Liabilities and AOCI on the Consolidated Balance Sheets at 
DecemberSl, 2011 and 2010: 

Asof DecemberSl, 

(in millions) 2011 2010 

Regulatory assets 
Regulatory liabilities 
Accumulated other comprehensive (income) loss 

Deferred income tax (asset) liabillt/ 
Prior sen/ice cost 
Net actuarial loss (gain) 

$25 
10 

$23 
3 

1 
1 

(1) 

Net amount recognized in accumulated other 
comprehensive (Income) loss $ 1 

Of the amounts above, $1 mlHIon of unrecognized prior service 

cost and $1 million of unrecognized net actuarial loss will be 

recognized in net periodic pension costs in 2012. 

Additicmal Information: Non-Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 
Excess of Plan Assets 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2011 2010 

$160 $167 
151 160 

Assumptions Used for Pension Benefits Accounting 

(percentages) 

Asof DecemberSl, 

2011 2010 2009 

Benefit Obligations 
Discount rate 
Salary Increase (graded by age) 

5.10 
4.40 

5,00 
4.10 

5.50 
4.50 

2011 2010 2009 

Net Periodic Benefit Cost 
Discount rate 
Salary increase 

5.00 
4.10 

5.50 
4.50 

6.50 
4.50 
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The discount rate used to determine the current year pension 

obligation and following year's pension expense is based on 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 to provide for the projected benefit 

payments of the plan. The selected tx)nd portfolio is derived from a 

universe of non-callable corporate bonds rated Aa quality or higher. 

After the bond portfolio Is selected, a single interest rate is determined 

that equates the present value of the plan's projected benefit 

payments discounted at this rate with the market value of the bonds 

selected. 

other Post-Retirement Benefit Plans 

Duke Energy and most of its subsidiaries provide some health 
care and life insurance benefits for.retired employees on a 
contributory and non-contributory basis. Employees are eligible for 
these benefits if they have met age and service requirements at 
retirement, as defined in the plans. 

Duke Energy did not make any pre-funding contributions to Its 
other post-retirement benefit plans during the years ended 
DecemberSl, 2011,2010or 2009, 

These benefit costs are accrued over an employee's active 
sen/ice period to the date of full benefits eligibility. The net, 
unrecognized transition obligation is amortized over 20 years. 
Actuarial gains and losses are amortized over the average remaining 
sen/ice period of the active employees. The average remaining ser\/ice 
period of the active employees covered by the plan is 11 years. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

For the Years Ended 
DecemberSl, 

(in millions) 2011i«i 20101^" 2009'3i 

Service cost $ 7 $ 7 $ 7 
interest cost on accumulated post-

retirement benefit obligation 35 SS 46 
Expected return on plan assets (15) (15} (16) 
Amortization of prior sen/lce credit (8) (8) (8) 
Amortization of net transition liability 10 11 10 
Amortization of actuarial gain (3) (5} (5) 

Net periodic other post-retirement benefit 
costs $ 26 $ 28 $ 34 

fa) These amounls exclude $8 million, $9 million and $9 million ror the years ended 
December 3 1 , 2011, 2010 and 2009, iK-pectively, of legulatoiy asset amortizabm 
resulting from purchase accounting adjustments associated with Duke Energ/s merger 
with Cinergy in April 2006. 

The Medicare Prescription Drug, Improvement and 
Modernization Act of 2003 (Modernization Act) introduced a 
prescription drug benefit under Medicare (Medicare Part D) as well as 
a federal subsidy to sponsors of retiree health care benefit plans. 
Accounting guidance issued and adopted by Duke Energy in 2004 
preschbes the appropriate accounting for the federal subsidy. The 
after-tax effect on net periodic post-retirement benefit cost was a 

decrease of $3 million in 2011, $4 million In 2010 and $3 million 

in 2009, Duke Energy recognized a $1 million subsidy receivable as 

of DecemberSl, 2011 and 2010, which is included in Receivables 

on the Consolidated Balance Sheets, 

Other Changes in Plan Assels and Projected Benefit Obligations 

Reci^ized in Accumulated Otiier Comprehensive Incomie, 

Regulatoty Assets and Regulatory LiatMlities; Other Post-

Retirement Benefit Plans 

(in millions) 

Regulator/assets, net decrease 
R^ulatory liabilities, net increase (decrease) 
Accumulated other comprehensive (income) loss 

Deferred income tax liability 
Actuarial (gain) loss arising during the year 
Amortization of prior year actuarial gains 
Reclassification of actuarial losses to regulatory 

liabilities 
Amortization of prior year prior sen/ice credit 
Reclassification of prior sewice ctedit to 

regulatory liabilities 
Amortization of prior year net transition liability 
Reclassification of net transition liability to 

regulatory liabilities ^ ^ _ „ _ ^ _ _ _ _ _ ^ 
Net amount recognized in accumulated other 

comprehensive (income) loss $ 2 $ (2) 

Reconciliation of Funded Status to Accrued Other Post-Retirement 
Benefit Costs 

As of and for the Years 
Ended 

DecemberSl, 

For the Years Ended 
DecemberSl, 

2011 

${22) 
21 

1 

1 

— 

— 

2010 

$(14) 
(5) 

1 
(3) 
1 

(8) 
2 

9 
(2) 

(2) 

(in millions) 2011 2010 

Change in Benefit CHiligation 
Accumulated post-retirement benefit obligation at 

prior measurement date 
Service cost 
Interest cost 
Plan participants' contribufions 
Actuarial gain 
Benefits paid 
Eariy retiree reinsurance program subsidy 
Accrued retiree dnjg subsidy 

$723 
7 

35 
32 

(55) 
(83) 

3 
5 

$728 
7 

38 
35 

(12) 
(79) 
— 
6 

Accumulated post-retirement benefit obligation at 
measurement date $667 $723 

Change tn Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual retum on plan assets 
Benefits paid 
Employer contributions 
Plan participants' contributions 

$165 
4 

(83) 
42 
32 

$169 
19 

(79) 
42 
35 

Plan assets at measurement date $181 $186 
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Amounts Recognized in tlie Consolidated Balance Sheets: Other 

Post-Retirement Benefit Plans 

The following table provides the amounts related to Duke 
Energy's other post-retirement benefit plans that are reflected In Other 
within Deferred Credits and Other Liabilities on the Consolidated 
BalanceSheetsatDecemberSl, 2011 and 2010: 

(in millions) 

Accrued other post-retirement liability'̂  

Asof DecemberSl, 

2011 2010 

$(486) $(5S7) 

(a) Includes $3 million and $2 million recognized in Other within Current Liabilities on ttie 
Consolidated Balance Sheets as of DecOTiber 3 1 , 2011 and 2010, respectively. 

The following table provides the amounts related to Duke 
Energy's other post-retirement benefit plans that are reflected in Other 
within Regulatory Assets and Deferred Debits, Other within Deferred 
Credits and Other Liabilities and AOCI on the (Consolidated Balance 
Sheets at December 31 , 2011 and 2010: 

(in millions) 

Regulatory assets 
Regulatory liabilities 
Accumulated other comprehensive (income)/1o3s: 
Deferred income tax liability 
Prior service credit 
Net actuarial loss (gain) 

Net amount recognized in accumulated other 
comprehensive (income)/loss 

Asof DecemberSl, 

2011 2010 

$ 37 
107 

4 
(3) 
(6) 

$ (5) 

$59 
86 

3 
(3) 
(7) 

. $(7) 

Ofthe amounts above, $8 million of unrecognized net transition 
obligation, $6 million of unrecognized actuahal gains and $8 million 
of unrecognized prior seivice credit (which will reduce pension 
expense) will be recognized in net pehodic pension costs in 2012. 

Assumptions Used for Oltier Post-Retirement Benefits Accounting 

(percentages) 

Detennined Benefit Obligations 
Discount rate 

Asof DecemberSl, 

2011 

5.10 

2011 

2010 

5.00 

2010 

2009 

5.50 

2009 

Net Periodic Benefit Cost 
Discount rate 
Expected long-term rate of return on 

plan assets 
Assumed tax rate'ai 

5.00 5.50 6.50 

5.36-8.25 5.5S-a.50 5.53-8.50 
35.0 35.0 35.0 

(a) Applicable ta the health care portion of funded post-retirement t)enefits. 

The discount rate used to determine the current year other post-

retirement benefits obligation and following year's other post-. 

retirement benefits expense is based on a bond selection-settlement 

portfolio approach. .This approach develops a discount rate by 

selecting a portfolio of h i ^ quality corporate bonds that generate 

sufficient cash flow to provide for the projected benefit payments of 

the 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 selected, a single interest rate is determined that 

equates the present value of the plan's projected benefit payments 

discounted at this rate with the market value of the bonds selected. 

Assumed Health Care Cost Trend Rate 

' 2011 2010 

Health care cost trend rate assumed for next year 8.75% 8.50% 
Rate to which the cost trend is assumed to decline (the 

ultimate trend rate) 5.00% 5.00% 
Year that the rate reaches the ultimate trend rate 2020 2020 

Sensitivity to Changes in Assumed Health Care Cost Trend Rates 

(in millions) 
1-Percentage-
Point Increase 

1-Percentage-
Point Decrease 

Effect on total service and interest 
costs 

Effect on post-retirement benefit 
obligation 

$ 2 

31 

$ (2) 

(28) 

Expected Benefit Payments: Defined Benefit Retirement Plans 

The following table presents Duke Energy's expected benefit 

payments to participants in its qualified, non-qualified and other post-

retirement benefit plans over the next 10 years, which are primarily 

paid out ofthe assets ofthe various trusts. These benefit payments 

reflect expected future sen/ice, as appropriate. 

Non- Other Post-
Qualified Qualified Retirement 

(in millions) Plans Plans Plans'̂ ' Total 

Years Ended DecemberSl, 
2012 
2013 
2014 
2015 
2016 
2017-•2021 

$ 463 
451 
440 
434 
428 

2,050 

$17 
15 
17 
14 
13 
64 

$ 49 
52 
53 
54 
55 

270 

$ 529 
518 
510 
502 
496 

2,384 

(a) Duke Energy expects to receive future sutBldies under Medicare Part D of $4 million in 
2012 and 33 million in each of tfie years 2013-2016, anda totaiof $15 million 
during tlie years 2017-2021. 
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Plan Assets 

Master Retirement Trust. Assets for both the qualified pension 
and other post-refirement benefits are maintained in a Master 
Retirement Trust (Master Trust). Approximately 97% of Master Trust 
assets were allocated to qualified pension plans and approximately 
3% were allocated to other post-retirement plans, as-of 
DecemberSl, 2011 and 2010. The investment objective of the 
Master Trust is to achieve reasonable returns, subject to a prudent 
level of portfolio risk, for the purpose of enhancing the security of 
benefits for plan participants. The long-term rate of return of 8.00% 
asof DecemberSl, 2011, forthe Master Trust was developed using 
a weighted-average calculation of expected returns based primarily on 
future expected retums across asset classes considering the use of 
active asset managers. The following table includes the weighted-
average returns expected by asset classes: 

Weighted-
average 
retums 

expected 

The following table presents target and actual asset allocations 

for the Master Trust at December 3 1 , 2011 and 2010: 

Asset Cat^ory 
U.S. equity seairities 
Non-U.S. equiiy securities 
Global equity securities 
Debtsecuritles 
Global private equity securities 
Hedge funds 
Real estate and cash 
Other global securities 

Total 

Asset Class 
U.S. Equities 
Non-U.S, Equities 
Global Equities 
Debt Securities 
Global Private Equity 
Hedge Funds 
Real Estate 
Other Global Securities 

2.61% 
1.50% 
0.99% 
1.69% 
0.37% 
0.24% 
O.SO% 
0.30% 

The asset allocation targets were set after considering the 
investment objective and the risk profile. U.S, equities are held for 
their high expected return. Non-U.S. equities, debt securities, and 
real estate are held for diversification. Investments within asset 
classes are to be diversified to achieve broad market participation and 
reduce the impact of individual managers or investments. Duke 
Energy regularly reviews ils actual asset allocation and periodically 
rebalances Its investments to the targeted allocation when considered 
•appropriate. 

The Duke Energy Subsidiary Registrants' qualified pension and 
other post-retirement benefits are derived from the Master Trust, as 
such, each are allocated their proportiionate share of the assets 
discussed below. 

Target 
Allocation 

28% 
15 
10 
32 

S 
4 

' • 4 . 

4 

Percentage at 
DecemberSl. 

2011 

28% 
15 
9 

32 
1 
3 
9 
3 . 

2010 

30% 
19 
10 
27 
— 
3 
7 
4 

100% 100% 100% 

VEBA l/ll. Duke Energy also invests other post-retirement assets 
in the Duke Energy Corporation Employee Benefits Trust (VEBA I). As 
of December 3 1 , 2010, Duke Energy Invested In the Duke Energy 
Corporation Post-Retirement Medical Benefits Trust {VESA II). The 
Investment objective of VEBA I is to achieve suflicient returns, subject 
to a prudent level of portfolio risk, for the purpose of promoting the 
security of plan benefits for participants. VEBA I is passively 
managed. 

The following tables present target and actual asset allocations 
for the VEBA I and VEBA II at December 31 , 2011 and 2010: 

VEBAl 
Target 

Allocation 2011 

Percentage at 
DecemberSl, 

2010 

Asset Category 
U.S. equity securities 
Debt securities 
Cash 

30% 
45 
25 

20% 
31 
49 

22% 
34 

Total 100% 100% 100% 

VEBA II 
Percentage at 
DecemberSl, 

Target 
Allocation 2011 2010 

Asset Category 
U.S. equit/securities 
Debtsecuritles 
Cash 

Total 

—% 

—% 

—% 1% 
69 
30 

—% 100% 
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Fair Value Measurements. 

The accounting guidance for fair value defines fair value, 
establishes a framework for measuring fair value in GAAP In the U.S. 
and expands disclosure requirements about fair value measurements. 
Under the accounting guidance for fair value, fair value Is considered 
to be the exchange price in an orderly transaction between market 
participants to sell an asset or transfer a liability at the measurement 
date. The fair value definition focuses on an exit price, which is the 
price that would be received by Duke Energy to sell an asset or paid 
to transfer a liability versus an entry price, which would be the price 
paid to acquire an asset or received to assume a liability. Although 
the accounting guidance for fair value does not require additional fair 
value measurements, it applies to other accounting pronouncements 
that require or permit fair value measurements. 

Duke Energy classifies recurring and non-recurring fairvalue 
measurements based on the following fair value hierarchy, as 
prescribed by the accounting guidance for fair value, which prioritizes 
the inputs to valuation techniques used to measure fair value into 
three levels: 

Level 1 — unadjusted quoted prices in active markets for 
Identical assets or liabilities that Duke Energy has the ability to 
access. An active market for the asset or liability Is one in which 
transactions for the asset or liability occurs with sufficient 
frequency and volume to provide ongoing pricing information. 
Duke Energy does not adjust quoted mart<et prices on Level 1 
for any blockage factor. 

Level 2 — a fair value measurement utilizing inputs other than 
a quoted market price that are obsen/able, either directly or 
indirectiy, 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 ITiat are obsen/able for the asset or liability, 
such as interest rate curves and yield curves observable at 
commonly quoted inten/als, volatilities, credit risk and default 
rates. A Level 2 measurement cannot have more than an 
insignificant portion of the valuation based on unobsen/able 
inputs. 

Level 3 — any fair value measurements which include 
unobsen/able inputs for the asset or liability for more than an 
insignificant portion of the valuation. A Level 3 measurement 
may be based primarily on Level 2 inputs. 

The following table provides the fair value measurement 
amounts for Master Trust qualified pension and other post-retirement 
assets at December 31 , 2011; 

(in millions) 

Master Trust 
Equity securities 
Corporate bonds 
Short-term investment funds 
Partnership interests 
Hedge funds 
Real estate investment trust 
U.S. Government securities 
Other investmentst°^ 
Guaranteed Investment 

contracts 
Government tends -r-

Foreign 
Cash 
Asset backed securities 
Government and 

commercial mortgage 
backed securities 

Total Assets 

Total Fair Value 
Amounts at 

December 3 1 , 
2011(^1 Level 1 Level? 

$2,568 $1,745 $ 823 
1,237 

328 
127 
89 

152 
211 

33 

39 

39 
7 
4 

8 

$4,842 

— 
276 

— 
— 
— 
— 
30 

_ 

— 
7 

— 

— 
$2,058 

1,236 
52 
— 
89 

— 
211 

2 

_ 

38 
— 
3 

S 

$2,462 

Levels 

$ -
1 

_ 
127 
— 

152 
-_ 
1 

39 

1 
— 
1 

__ 
$322 

(a) Excludes $27 million in net receivables and payables asscciated with security 
purchases and sate. 

(b) Includes pending investment sales (net of investment purchases) of $3 million. 

The following table provides the fair value measurement 

amounts for Master Trust qualified pension and other post-retirement 

assetsat December 31 , 2010: 

(in millions) 

Master Trust 
Equity securities 
Corporate bonds 
Short-term investment funds 
Partnership interests 
Hedge funds 
Real estate investment trust 
U.S. Government securities 
Other investments!"' 
Guaranteed investment 

contracts 
Government bonds — 

Foreign 
Cash 
Asset backed securities 
Government and commercial 

mortgage backed securities 

Total Assets 

Total Fair Value 
Amounts at 

December 3 1 , 
201O(^' 

$2,978 
1,052 

484 
108 
94 
66 

138 
(121) 

38 

35 
2 
9 

S 

$4,901 

Level 1 Level 2 

$2,019 $ 959 
11 

459 
__ 
— 
— 
— 

(84) 

— 

-_ 
2 

— 

— 
$2,417 

1,040 
15 
— 
94 
— 

138 
3 

— 

34 
— 
8 

8 

$2,299 

Level 3 

$ -
. 11 

— 
108 

— 
65 
__ 

(40) 

38 

1 
— 
1 

— 
$185 

(a) Excludes S23 million in net receivables and payables associated with security 
purchases and sales. 

lb) Includes pending investment sales (netof investment purchases) of $C139> million. 
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The follovying table provides the fair value measurement 

amounts for VEBA I other post-retirement assets at December 31 , 

2011: 

(in millions) 

VEBAl 
Cash and cash 

equivalents 
Equiiy securities 
Debtsecuritles 

Total Assets 

Total Fair Value 
Amounts at 

December 3 1 , 
2011 

$26 
11 
16 

$53 

Level 1 

$ -
— 
— 

s_ 

Level 2 

$26 
11 
16 

$53 

Levels 

$ -
— 
— 

S -

The following table provides the fair value mieasurement 

amounts for VEBA i andVEBA II otiier post-retirement assets at 

December 31 , 2010: ' 

(in millions) 

VEBA l/ll 
Cash and cash 

equivalents 
Equity securities 
Debt securities 

Total Assets 

Total FairValue 
Amounts at 

DecemberSl, 
2010 

$30 
12 
17 

$59 

Level 1 

$— 
— 
— 

$ -

Level 2 

$30 
12 
17 

$59 

Level 3 

$ -
— 
— 

% -

The following table provides a reconciliation of beginning and 

ending balances of Master Trust assets measured at fair value on a 

recurririg basis where the determination of fair value includes 

slgnltic^nt unobsen/able inputs (Level 3) for the year ended 

DecemberSl, 2011: 

Year Ended DecemberSl, 2011 (in millions) 

Master Trust 
Balance at January 1, 2011 $185 

Purctiases, sales, issuances and settlements: 
Purchases 156 
Sales (29> 

Total gains (losses), (realized and unrealized) and other 10 

Balanceat DecemberSl, 2011 $322 

The following table provides a reconciliation of beginning and 
ending balances of Master Trust assets measured at fair value on a 
recurring basis where the determination of fair value includes 
significant unobservable inputs (Level 3) for Uie year ended 
DecemberSl, 2010: 

Year Ended DecemberSl, 2010 (in millions) 

Master Trust 
Balance atJanuary 1, 2010 $256 

Purchases, sales, issuances and settlements (net) (71) 
Total gains (losses), realized and unrealized and other — 

Balanceat DecemberSl, 2010 $185 

Valuation methods of tine primaty fair value measurements 
disclosed above are as follows: 

Investments in equity securities: 

. Inves^ents In, equity securities are ̂ pically valued at the 
closing price in the principal active market as of the last business day 
of the quarter. Principal active markets for equi^ prices include 
published exchanges such as NASDAQ and NYSE. Foreign equity 
prices are translated fpom their trading currervzy using the currency 
exchange rate In effect at the close of the principal active market. 
Duke Energy has not adjusted prices to reflect for after-hours market 
activity. Most equity securi^ valuations are Level 1 measures, 
Investments in equity securities wifri unpublished prices are valued 
as Level 2 if they are redeemable at the measurement date. 
Investments in equl^ securities with redemption restrictions are 
valued as Level 3. 

Investments in corporate bonds and U.S. government securities: 

Most debt investments are valued based on a calculation using 
interest rate curves and credit spreads applied to the terms of the debt 
instrument (maturity and coupon interest rate) and consider the • 
counterparty credit rating. Most debt valuations are Level 2 measures. If 
the market for a particular fixed income security is relatively inactive or 
illiquid, the measurement Is a Level 3 measurement. 

Investinents in short-term investment funds: 

Valued at the net asset value of units held at year end. 
Investments in short-term investment funds with published prices are 
valued as Level 1. Investments in short-term investment funds with 
unpubli^ed prices are valued as Level 2, 

Investments in real estate investment trust: 

Valued based upon property appraisal reporis prepared by 
Independent real estate appraisers. The Chief Real Estate Appraiser of 
the asset manager Is responsible for assuring that the valuation 
process provides independent and reasonable property market value 
estimates. An extemal appraisal management firm not affiliated with 
the asset manager has been appointed to assist the Chief Real Estate 
Appraiser in maintaining and monitoring the independence and the 
accuracy of the appraisal process. 

Employee Savings Plans 

Duke Energy sponsors employee savings plans that cover 
substantiallyall U.S. employees. Most employees participate in a 
matching contribution formula where Duke Energy provides a 
matching contribution generally equal to 100% of eniployee 
before-tax and Roth 401(k) contributions, of up to 6% of eligible pay 
per pay period. Duke Energy made pre-tax employer matching 
contributions of $86 million in 2011, $85 million In 2010 and $80 
million in 2009. Dividends on Duke Energy shares held by the 
savings plans are charged to retained earnings when declared and 
shares held in the plans are considered outstanding in the calculation 
of basic and diluted eamings per share. 
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DUKE ENERGY CAROLINAS 

Duke Ene i^ Retirement Plans. 

Duke Energy Carolinas participates in Duke Energy sponsored 
qualified non-contributory detined benefit retirement plans. The plans 
cover most U.S. employees using a cash balance formula. Under a 
cash balance formula, a plan participant accumulates a retirement 
benefit consisting of pay credits that are based upon a percentage 
(which may vary with age and years of sen/ice) of current eligible 
earnings and current interest credits. Duke Energy Carolinas also 
participates in Duke Energy sponsored non-qualified, 
non-contributoiy defined benelit pension plans which cover certain 
executives. 

Duke Energy's policy is to fund amounts on an actuarial basis to 
provide assets sufficient to meet benefits to be paid to plan 
participants. The following table Includes information related to Duke 
Energy Carolinas' contributions to Duke Energy's qualified defined 
benefit pension plans. 

Qualified Pension Plans 

(in millions) 

Contributions made 
Anticipated contributions 

Years Ended DecemberSl, 

2012 2011 2010 2009 

— $33 $158 $158 
$66 — — — 

Actuarial gains and losses subject to amori:ization are amortized 
over the average remaining sen/ice period of the active employees. 
The average remaining sen/ice period ofthe active employees covered 
by the qualified retirement plans Is nine years. The average remaining 
service period of active employees covered by the non-qualified 
retirement plans is also nine-years. Duke Energy detenmlnes the 
market-related value of plan assets using a calculated value that 
recognizes changes In fair value of the plan assets in a pari:icularyear 
on a straight-line basis over the next five years. 

Net periodic pension costs disclosed in the tables below for the 
qualified, non-qualified and other post-retirement benefit plans 
represent the cost of tiie respective plan for the periods presented. 
However, portions ofthe net periodic pension costs (benefits) 
disclosed in the tables have been capitalized as a component of 
proper^, plant and equipment. 

Duke Energy uses a December 31 measurement date for its 
defined benefit retirement plan assets and obligations. 

Amounts presented in the tables below represent the amounts 
of pension and other post-retirement benefit cost allocated by Duke 
Energy for employees of Duke Enei^ Carolinas. Additionally, Duke 
Energy Carolinas is allocated Its proportionate share of pension and 
other post-retirement benefit cost for employees of Duke Energy's 
shared services affiliate that provides support to Duke Energy 
Carolinas. These allocated amounts are included in the governance 
and shared services costs discussed In Note 13. 

Components of Net Periodic Pension (Benefit) Costs as allocated 
by Duke Energy: Qualified Pension Plans 

For the Years Ended 
DecemberSl, 

(in millions) 

Service cost 
Interest cost on projected benefit obligation 
Expected return on plan assets 
Amortization of prior service cost 
Amortization of actuarial loss 
Other 

2011 

$ 37 
85 

(150) 
1 

37 
7 

2010 

$ 36 
91 

(147) 
1 

27 
8 

2009 

$ 31 
95 

(142) 
1 
2 
7 

Net periodic pension costs (benefit) $ 1 7 $ 16 $ (6) 

Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets: Qualified Pension Plans 

For the Years Ended 
DecemberSl, 

(in millions) 2011 2010 

Regulatory assets, net Increase $65 $628 

Reconciliation of Funded Status to Net Amount Recognized: 

Qualified Pension Plans 

(in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses 
Transfers 
Plan amendments 
Benefits paid 

Obligation at measurement date 

Asof and for the Years 
Ended DecemberSl, 

2011 

$1,786 
37 
85 
20 
(5) 
13 

(105) 

$1,831 

2010 

$1,737 
36 
91 
57 
(5) 
— 

(ISO) 

$1,786 

The accumulated benefit obligation was $1,787 million and 
$1,743 million at DecemberSl, 2011 and 2010, respectively. 

(in millions) 

Change In Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Transfers 
Employer contributions 

Plan assets at measurement date 

As of and for the Years 
Ended DecemberSl, 

2011 

$1,837 
60 

(105) 
(5) 

33 

$1,820 

2010 

$1,602 
212 

(130) 
(5) 

158 

$1,837 
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Amounts Recognized in the Consolidated Balance Slieets: 

Qualified Pension Plans 

The following table provides the amounts related to Duke 

Energy's Carolinas' qualified pension plans tiiat are reflected In Other 

within Investments and Other Assets on the Consolidated Balance 

Sheets at DecemberSl, 2011 and 2010: 

As of and for the Years 
Ended December 31, 

(in millions) 2011 2010 

Prefunded pension cost 
Accrued pensioti liability 

$ -
Ul) 

$51 

The following table provides the amounts related to Duke Energy 

Carolinas' qualified pension plans that are reflected in Other within 

Regulatory Assets and Deferred Debits on the Consolidated Baiance 

Sheets at DecemberSl, 2011 and 2010: 

The discount rate used to determine the current year other post-

retirement benefits obligation and following year's other post-

retirement benefits expense is based on a bond selection-settlement 

portfolio approach. This approach develops a discount rate by 

selecting a portfolio of high quality corporate txinds that generate 

sufficient cash flow to provide for the projected benefit payments of 

the plan. The selected bond portfolio is derived from a universe of . 

non-callable corporate bonds rated Aa quality or higher. Aft:er the 

bond portfolio is selected, a single interest rate is determined that. 

equates the present value of the plan's projected benefit payments 

discounted at this rate with the market value of the bonds selected. 

Non-Qualified Pension Plans 

Components of Net Periodic Pension Costs as allocated by Duke 

Enef^: Non-Qualified Pension Plans 

(in millions) 

Regulatory assets 

Asof DecemberSl, 

2011 2010 

$693 $628 
(in millions) 

For the Years Ended 
DecemberSl, 

2011 2010 2009 

Ofthe amounts above, $46 million of unrecognized net 

actuarial loss and $1 million of unrecognized prior service cost will be 

recognized in net periodic pension costs in 2012. 

Additional Information: Qualified Pension Plans 

Infonnation for Plans vntii Accumulated Benefit Obligation in 

Excess of Plan Assets as altocated by DuKe Energy 

Asof DecemberSl, 

Amortization of prior service cost $— $ 1 $ 1 
Interest cost on projected benefit obligation 1 1 1 
Net periodic pension costs $ 1 $2 $2 

Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in R^ulatory Assets: Non-Qualified Pension Plans 

For the Veare Ended 
DecemberSl, 

2011 2010 

(in millions) 2011 2010 
R^ulatoty assets, net increase 

(in millions) 

Projected tsnefit obligation 
Accumulated benefit obligation 
Fairvalue of plan assets 

Reconciliation of Funded Status to Net Amount Recc^ized: 

Non-Qualified Pension Plans 

As of and for the Years 
Ended DecemberSl, 

Assumptions Used for Pension Benefits Accounting 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase (graded by age) 

Net Periodic Benefit Cost 
Discount rate 
Salary increase 
Expected long-term rate of return on plan 

assets 

Asof DecemberSl, 

2011 

5.10 
4.40 

2011 

5.00 
4.10 

8.25 

2010 

5.00 
4.10 

2010 

5.50 
4.50 

8,50 

2009 

5.50 
4.50 

2009 

6.50 
4.50 

8.50 

(in millions) 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Transfers 
Interest cost • 
Actuarial losses 
Beneflts paid 

Obligation at measurement date 

Change In Fair Value of Plan Assets 
Benefits paid 
Employer confi-ibutions 

Plan assets at measurement date 

2011 

$21 
(1) 
1 

(3) 

- $18 

$(3) 
3 

$ -

2010 

$22 

1 
1 

(3) 

$21 

$(S) 
S 

$ -

The accumulated Cienefit obligation was S17 million and $20 

million at DecemberSl, 2011 and 2010, respectively. 
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Amounts Recognized in the Consolidated Balance Sheets: 

Non-Qualified Pension Plans 

The following table provides the amounts related to Duke Energy 
Carolinas' non-qualified pension plans that are refiected in Other 
within Deferred Credits and Otiier Liabilities on the Consolidated 
Balance Sheets at December 31 , 2011 and 2010: 

(In millions) 

Accrued pension liabilit/^' 

Asof December S l , 

2011 2010 

$(18) $(21) 

la) Includes $3 million and $5 million recognized In Other within Current Uabilities on the 
Consolidated Balance Sheets as of DecemberSl, 2011 ahd2010, respectively. 

The following table provides the amounts related to Duke 
Energy's non-qualified pension plans that are reflected In Other within 
Regulatory Assets and Deferred Debits on tiie Consolidated Balance 
Sheets at December 31, 2011 and 2010; 

(in millions) 

Regulatory assets 

Asof December 31, 

2011 .. 2010 

$3 $S 

Of the amounts above, an insignificant amount will be 

recognized in net periodic pension costs in 2012. 

Additional Information: Non-Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obiigation in 

Excess of Plan Assets as allocated by Duke Energy 

Asof DecemberSl, 

2011 2010 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

(in millions) 
$18 $21 

17 20 

Assumptions Used for Pension Benefits Accounting 

(percentages) 

Asof DecemberSl, 

2011 2010 2009 

Benefit Obligations 
Discount rate 
Salary increase 

5.10 
4.40 

5.00 
4.10 

5.50 
4.50 

2011 2010 2009 

Determined Expense 
Discount rate 
Salary increase 

5.00 
4.10 

5.50 
4.50 

6,50 
4.50 

The discount rate used to determine the current year other post-
retirement benefits obligation and following year's other post-
retirement benefits expense is based on a bond selection-seti:lement 
portfolio approach. This approach develops a discount rate by 
selecting a porti'olio of high quality corporate bonds that generate 

sufficient cash flow to provide for the projected benefit payments of 

tiie plan. The selected bond portiolio is derived from a universe of 

non-callable corporate bonds rated Aa quality or higher. After the 

bond portfolio is selected, a single interest rate is determined that 

equates the present value of the plan's projected benefit payments 

discounted at this rate with the market value of the bonds selected. 

oilier Post-Retirement Benefit Plans 

In conjunction with Duke Ener^, Duke Ener^ Carolinas 
provides some health care and life insurance benefits for retired 
employees on a contributory and non-contributory basis. Employees 
are eligible for these benefits if they have met age and ser̂ 'ice 
requirements at retirement, as detined in the plans. 

These benefit costs are accrued over an employee's active 
service period to the date of full benefits eligibility. The net 
unrecognized transition obligation is amortized over 20 years. ' 
Actuarial gains and losses are amortized over the average remaining 
service period ofthe active employees. The average remaining sen/ice 
period of the active employees covered by the plan is ten years. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

as allocated by Duke Energy 

For the Years Ended 
DecemberSl, 

Service cost benefit earned during the year 
Interest cost on accumulated post-retirement 

benefit obligation 
Expected retum on plan assets 
Amortization of prior sen/Ice credit 
Amortization of net transition liability 
Amortization of actuarial loss 

Net periodic other post-retirement benefit 
costs $ 14 $ 16 $ 17 

other Changes in Plan Assets and Projected Benefit Obligations 
Recognized in Regulatory Assets: Other Post-Retirement Benefit 
Plans 

2011 

(i 
$ 2 

16 
(10) 

(5) 
9 
2 

2010 2009 

n millions) 
$ 2 $ 2 

17 21 
(10) (11) 

(5) (5) 
9 9 
3 1 

FortheYears Ended 
DecemberSl, 

2011 2010 

Regulatory assets, net (decrease) increase 
(in millions) 

$(12) $49 
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Reconciliation of Funded Status to Accrued Other Post-Retirement 
Benefit Costs 

Asof and for the Years 
Ended DecemberSl, 

(in millions) 

Change in Benefit Obligation 
Accumulated post-retirement benefit obligation at 

prior measurement date 
Service cost 
Interest cost 
Plan participants'contributions 
Actuarial gain 
Transfer 
Plan transfer 
Benefits paid 
Eariy retiree reinsurance program subsidy 
Accrued retiree drug subsidy 

2011 

$326 
2 

16 
21 

(12) 
(1) 
(1) 

(44) 
2 
3 

2010 

$338 
2 

17 
24 
(14) 
(1) 
— 

(44) 
• — 

4 

Accumulated post-retirement benefit obligation at 
measurement date $312 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Employer contributions 
Plan participants' contiibutions -

$125 
2 

(44) 
16 
21 

$114 
13 

(44) 
18 

- 24 

Plan assets at measurement date $120 S125 

Amounts Rec<^nlzed in the Consolidated Balance Sheets: Other 
Post-Retirement Benefit Plans 

The following table provides the amounts related tiD Duke Energy 

Carolinas' other post-retirement benefit plans tiiat are refiected In 

Other within Deferred Credits and Other Liabilities on the 

Consolidated BalanceSheetsat DecemberSl, 2011 and 2010: 

(in millions) 

Accrued other post-retirement liability 

Asof DecemberSl, 

2011 2010 

$(192) $(201) 

The following table provides the amounts related to Duke Energy 

Carolinas' other post-retirement benefit plans that are reflected in 

Other within Regulatory Assets and Deferred Debits on the 

Consolidated Balance Sheets at December 31, 2011 and 2010; 

(in millions) 

Regulatory assets 

As of December 31, 

2011 2010 

$37 $49 

Ofthe amounts above, $6 million of unrecognized net transition 

obligation, S3 million of unrecogiized losses and $5 million of 

unrecognized prior sen/ice credit (which will reduce pension expense) 

will be recognized in net periodic pension costs in 2012. 

Assumptions Used for Other Post-Retirement Benefits Accounting 

(percentages) 

Determined Benefit Obligations 
Discount rate 

Detennined Expense 
Discount rate 
Expected long-term rate of return on 

plan assets 
Assumed tax rate'̂ ' 

2011 

5.10 

2011 

5.00 

5.36-8.25 
35.0 

2010 

5.00 

2010 

5.50 

5.5S-8.50 
35.0 

2009 

5.50 

2009 

6.50 

5,53-8,50 
35.0 

$ 3 2 6 '^' Applicable to the health care portion of funded post-reHtement t)enefits. 

The discount rate used to determine the current year otiier post-
retirement benefits obligation and following year's other post-
retirement benefits expense is based on a bond selection-seti:lement 
portfolio approach. This approach develops a discount rate by 
selecting a portfolio of high quality corporate bonds that generate 
sufiiclent cash flow to provide for the projected benefit payments of 
the plan. The selected bond portfolio is derived from a universe of 
non-callablecorporatebondsratedAa quality or higher. After the 
bond portî olio is selected, a single interest rate is determined that 
equates the present value of tiie plan's projected benefit payments 
discounted at this rate with the market value of the bonds selected. 

Assumed Health Care Cost Trend Rate 

^ 2011 2010 

Health care cost trend rate assumed for nert year 8.75% 8,50% 
Rate to which the cost trend is assumed to decline (the 

ultimate trend rate) 5.00% 5,00% 
Year that the rate reaches the ultimate trend rate 2020 2020 

Sensitivity to Changes in Assumed Health Care Cost Trend Rates 

(in millions) 
1-Percentage-
Point Increase 

1-Percentage-
Point Decrease 

Effect on total sen/ice and interesi 
costs 

Effect on post-retirement benefit 
obligation 

S 1 

IS 

$ (1) 

(12) 
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Expected Benefit Payments: Defined Benefit Retirement Plans 

The following table presents Duke Energy's expected benefit 

payments made on behalf of Duke Energy Carolinas to participants in 

its qualified, non-qualified and otiier post-retirement benefit plans 

over the next 10 years, which are primarily paid out of the assets ot 

the various trusts. These benefit payments reflect expected future 

service, as appropriate. 

(in millions) 

Years Ended December 31, 
2012 
201S 
2014 
2015 
2015 
2017-2021 

Qualified • 
Plans 

$186 
186 
185 
183 
179 
806 

Non-Qualified 
Plans 

$ S 
3 
3 
S 
2 

10 

Other Post-
Retirement 

Plans'̂ ' 

$ 22 
23 
24 
25 
26 

129 

Total 

$211 
212 
212 
211 
207 
945 

(a) Duke Energy expects to receive on behalf of Ouke Energy Carolinas, future subsidies 
under Medicare Part D of $2 million in each of the years 2012-2015 and a total of $9 
million during the years 2017-2021. 

Employee Savings Plans 

Duke Energy sponsors, and Duke Energy Carolinas part:icipates 
in, an employee savings plan that covers substantially all U.S. 
employees. Duke Energy contributes a matching contribution equal to 
100% of employee before-tax and Roth 401(k) contributions, of up 
to 6% of eligible pay per pay period. Duke Energy Carolinas expensed 
pre-tax plan contributions, as allocated by Duke Energy, of $37 
million in 2011, $36 million in 2010 and $36 million in 2009. 

DUKE ENERGY OHIO 

Duke Energy Retirement Plans. 

Duke Energy Ohio participates in qualified and non-qualified 
defined benefit pension plans and other post-retirement benefit plans 
sponsored by Duke Energy. Duke Energy allccates pension and other 
post-retirement obligations and costs related to these plans to Duke 
Energy Ohio. 

Net periodic benefit cost disclosed in the tables below for the 
qualified, non^jualitied and other post-retirement benefit plans 
represent the cost of the respective plan for tiie periods presented. 
However, portions of the net periodic benefit cost disclosed in the 
tables have been capitalized as a component of property, plant and 
equipment. 

Duke Energy uses a December 31 measurement date for its 
defined benefit retirement plan assete and obligations. 

Amounts presented in the tables below represent the amounts 

of pension and other post-retirement benefit cost allxated to Duke 

Energy Ohio. Additionally, Duke Energy Ohio is allocated its 

proporti'onate share of pension and other post-retirement benefit cost 

for employees of Duke Energy's shared services affiliate that provides 

support to Duke Energy Ohio. These allocated amounts are Included 

in the governance and shared services costs discussed in Note 13. 

Qualified Pension Plans 

Duke Energy's qualified defined benefit pension plans cover 
substantially all employees meeting certain minimum age and service 
requirements. The plans cover most employees using a cash balance 
formula. Under a cash balance formula, a plan participant 
accumulates a refirement benefit consisting of pay credits that are 
based upon a percentage (which varies with age and years of setvice) 
of current eligible earnings and current interest credits. Certain l^acy 
Cinergy employees are covered under plans that use a final average 
earnings formula. Under a final average earnings formula, a plan 
participant accumulates a retirement benefit equal to a percentage of 
their highest 3-year average earnings, plus a percentage of their 
highest 3-year average earnings in excess of covered compensation . 
per year of participation (maximum of 35 years), plus a percentage of 
their highest 3-year average earnings times years of participation in 
excess of 35 yeai^. Duke Energy Ohio also participates in Duke 
Energy sponsored non-qualified, non-contributory defined benefit 
pension plans which cover certain executives. 

Duke Energy's polio/ is to fund amounts on an actuarial basis to 
provide assets sufficient to meet benefits to be paid to plan 
participants. The following table includes information related to Duke 
Energy Ohio's contributions to Duke Energy's qualified defined benefit 
pension plans. 

(in millions) 

Ckintributions made 
Anticipated contributions 

Years ended December 31, 

2012 2011 2010 2009 

— $48 $45 $210 
$29 — — — 

Actuarial gains and losses are amortized over the average 
remaining sen/ice period of active employees. The average remaining 
sen/ice period of active employees covered by the qualified retirement 
plans is ten years. The average remaining senrice period of active 
employees covered by tiie non-qualified retirement plans is also ten 
years. Duke Energy determines the market-related value of plan 
assets using a calculated value that recc^nizes changes in fair value 
of the plan assets over five years. 
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Components of Net Periodic Pension Costs as allocated by Duke 

Energy: Qualified Pension Plans 

For the Years Ended 
DecemberSl, 

The accumulated benefit obligation was $502 million and 

$516 million at December 31, 2011 and 2010, respectively. 

As of and tor the Years Ended 
DecemberSl, 

(In millions) 

Service cost 
Interest cost on projected benefit 

obligation 
Expected retum on plan assets 
Amortization of prior service cost 
Amortization of actijarial loss 
Other 

2011W 

$ 7 

32 
(44) 

1 
7 
2 

2010̂ 1̂ 

$ 7 

S3 
(44} 

1 
4 
2 

2009^1 

$ 8 

38 
(4S) 
. 1 
— 
2 

(in millions) 2011 2010 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Transfers 
Benefits paid 
Employer contributions 

$565 
6 

(17) 
(37) 
48 

$557 
65 
(54) 
(48) 
45 

Net periodic pension costs $ 5 $ 3 $ 6 Plan assets at measurement date $565 $565 

(a) These amounts exclude $7 million, S7 million and $4 million for the years ended 
Decemtier 31, 2011, 2010 and 2009, respectively, of regulatory asset amortisation 
resulting from purchase accounting adjustments assocfaled with Duke Energys merger 
witt^ Cinergy in April 2006. 

Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized In Regulatory Assets and AOCI: Qualified Pension 

Plans 

FortheYears Ended 
DecemberSl, 

On millions) 2011 2010 

Regulatory assets, net increase 
Accumulated other comprehensive (income) loss 

Deferred income tax asset 
Actuarial loss (gain) arising during the year 
Amortization of prior year actuarial losses 
Amortization of prior year prior sen/Ice cost 

1 
10 
(3) 
— 

4 
(9) 
(1) 
(1) 

Net amount recognized in accumulated other 
comprehensive (income) loss $ 8 $(7) 

Reconciliation of Funded Status to Net Amount Recognized: 

QuaitHed Pension Plans 

(In millions) 

Change In Projected Benefit Obiigation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial (gains) losses 
Plan amendments 
Transfers 
Benefits paid 

Obligation at measurement date 

As of and for the Years Ended 
DecemberSl, 

2011 

$651 
7 

32 
(9) 
— 

(17) 
(37) 

$627 

2010 

$689 
7 

SS 
24 
" — 
(54) 
(48) 

$651 

Amounts Recognized in the Consolidated Balance Sheets: 

Qualified Pension Plans 

The following table provides the amounts related to Duke Energy 
Ohio's qualified pension plans that are reflected In Other within 
Deferred Credits and Other Liabiliti'es on the Consolidated Balance 
Sheets at December 31 , 2011 and 2010: 

As of and for the Years Ended 
DecemberSl, 

$11 $ 6 CIn millions) 201X 2010 

Accmed pension liability $(62) $(86) 

The following table provides the amounts related to Duke Energy 
Ohio's qualifled pension plans that are reflected in Otiier within 
Regulatory Assets and Deferred Debits and AOCI on tiie Oonsolidated 
Balance Sheets at DecemberSl, 2011 and 2010; 

Asof December 31, 

(in millions) 2011 2010 

$111 R^ulatory assets $122 

Accumulated Other Comprehensive (Income) Loss 
Deferred income tax asset $ (15) S (16) 
Prior service cost 1 1 
Net actuarial loss 52 45 

Net amount recognized accumulated other 
comprehensive loss (income) $ 38 $ 30 

Of the amounts above, approximately $9 million of 
unrecognized net actuarial loss and approximately $1 million of 
unrecognized prior service cost will be recognized in net periodic 
pension costs in 2012. 
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Additional InfomiatJon: Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets as allocated by Duke Eneigy 

Asof DecemberSl, 

(in millions) 2011 2010 
Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

$ - $651 
616 
565 

Assumptions Used for Pension Benefits Accounting 

Asof DecemberSl, 

(percentages) 

Benefit Obligations 
Discount rate 
Salaiy increase (graded by age) 

Determined Expense 

Discount rate 
Salary increase 
Expected long-term rate of return on plan 

assets 

2011 

5.10 
4.40 

2011 

5.00 
4.10 

8.25 

2010 

5,00 
•̂ 4.10 

2010 

5,50 
4.50 

8.50 

2009 

5,50 
4.50 

2009 

6.50 
4.50 

8.50 

The discount rate used to determine the current year other post-

retirement benefits obligation and following year's other post-

rptlrement benefits expense is based on 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 to provide for the projected beneflt payments of 

the 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 selected, a single interest rate is determined that 

equates the present value of the plan's projected benefit payments 

discounted at this rate with the market value ofthe bonds selected. 

Non-Qualified Pension Plans 

Components of Net Periodic Pension Costs as allocated by Ouke 

Energy: Non-Qualified Pension Plans 

Duke Energy Ohio's non-qualified pension plan pre-tax net 

periodic pension benefit costs as allocated by Duke Ener^ was 

insignificant for the years ended DecemberSl , 2 0 1 1 , 2010 and 

2009.. 

Ottier Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Regulatory Assets and Accumulated Other 

Comprehensive Income: Non-Qualified Pension Plans 

Duke Energ/ Ohio's non-qualified pension plan Other Changes 

in Plan Assets and Projected Benefit Obligations Recognized in 

Regulatory Assets and Accumulated Other Comprehensive Income as 

allocated by DukeEnergy was insignificantfor the years ended 

DecemberSl , 2011 and 2010. 

Reconciliation of Funded Status to Net Amount Recognized: 

Non-Qualified Pension Plans 

Asof and for the Years 
Ended DecemberSl, 

(In millions) 2011 2010 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 

$ 6 $ 4 

Actuarial losses 
Benefits paid 

Obligation at measurement date 

Cliange in Fair Value of Plan Assets 
Benefits paid 
Employer contributi'ons 

Plan assets at measurement date 

t l ) 
(1) 

$ 4 

$(1) 
1 

$ -

3 

(1) 

$ 6 

$(1) 
1 

$ -

The accumulated benefit obligation was $4 million and $5 

million at DecemberSl, 2011 and 2010, respectively. 

Avnounts Recognized in the Consolidated Balance Sheets; 

Non-Qualified Pension Plans 

The following fable provides the amounts related to Duke Energy 

Ohio's non-qualified pension plans that are reflected in Other within 

Deferred Credits and Other Liabilities on the Consolidated Balance 

Sheets at December 3 1 , 2011 and 2010: -

(in millions) 

Accrued pension liabilily'^' 

Asof Decernber 3 1 , 

2011 2010 

S(4) ${6) 

(a) Indudes $1 million recognized in Olher within Current Uabilities on ttie Consolidated 
Balance Sheets as cJ tcrth Decemtw 3 1 , 2011 and 2010. 

Amounts related to Duke Energy Ohio's non-qualified pension 

plans that are reflected In Other within Regulatory Assets and 

Deferred Debits and AOCI on the Consolidated Balance Sheets were 

insignificant at December 3 1 , 2011 and 2010 . 

Additional Information: Non-Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligation in 

Excess of Plan Assets as allocated by Duke Energy 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2011 2010 

$ 4 $ 6 
4 6 

The discount rate used to determine the current year other post-

retirement benefits obligation and following year's otiier post-

retirement benefits expense is based on a bond selection-settlement 
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portfolio approach. This approach develops a discount rate by 

selecting a porifolio of high quality corporate bonds that generate 

suflicient cash fiow to provide for the projected benefit payments of 

the plan. The selected bond portfolio is derived from a universe of 

non-callable corporate bonds rated Aa qua l i ^ or higher. After tiie 

bond portfolio is selected, a single interest rate is determined that 

equates the present value of the plan's projected benefit payments 

discounted at tills rate witii the market value of the bonds selected. 

Assumptions Used for Pension Benefits Accounting 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase 

Net Periodic Benefit Cost 
Discount rate 
Salary Increase 

Asof DecemberSl, 

2011 2010 2009 

5.10 
4.40 

5.00 
4.10 

5.00 5.50 
.4.10 4.50 

5,50 6,50 
4,50 4,50 

Other Post-Retirement Benefit Plans 

Duke Energy Ohio pari;icipates in other post-retirement benefit 

plans sponsored by Duke Energy. Duke Energy provides certain 

health care and life insurance benefits to retired employees and tiieir 

eligible dependents on a contributory and non-contributoiy basis. 

These benefits are subject to minimum age and sen/ice requirements. 

The health care benefits include medical coverage, dental coverage, 

and prescription drug coverage and are subject to certain limitations, 

such as deductibles and co-paymente. These benefit coste are 

accrued over an employee's active service period to the date of full 

benefits eligiblli^. The net unreccgnized transition obligation Is 

amortized over 20 years. 

ActiJarial gains and losses are amortized over the average 

remaining service period of the active employees. The average 

remaining sen/ice period of the active employees covered by the plan 

is 10 years, Duke Energ/ did not make any contributions to Its otiier 

post-retirement plans in 2 0 1 1 , 2010 or 2009. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

as allocated by Duke Energy 

(in millions) 

Service cost 
Interest cost on accumulated post-

retirement benefit obligation 
Expected return on plan assets 
Amortization of prior service credit 
Amortization of actuarial gain 

Net periodic other post-retirement benefit 
costs 

For the Years Ended 
DecemberSl 

201 iw 

$ 1 

3 
(1) 
(1) 
(2) 

$ -

2010'=> 

$ 1 

3 
(1) 
(1) 
(2) 

$ -

2009(31 

$ 1 

4 
(1) 
(1) 
(2) 

$ 1 

(a) These amounts exclude $2 millian for eaclioT the years ended Decemtier 31, 2011, 
2010 and 2009 of r^ulatoiv asset amortization resulting from purchase accounting 
adjustments associated with Duke Energy's merger wth Cinergy in April 2006, 

Other Changes in Plan Assets and Projected Baief i t Obligations 

Recognized in Accumulated Other Comprefiensive Income, 

R^ulatory Assets and Regulatory Uabilities: Other Post-

Retiremerrt Benefit Plans 

For ttie Years Ended 
DecemberSl, 

(in millions) 2011 2010 

Regulatory liabilities, net decrease $(1) • (4) 
Accumulated other comprehensive (lncome)/loss 

Deferred income tax liability , , ,., (1) 3 
Actuarial loss (gain) arising during the year 2 , (3) 
Amortization of prior year actuarial gains 1 1 

Net amouni recognized In accumulated other 
comprehensive (income)/lQSS $ 2 

Reconciliation of Funded Status to Accrued Ottier Post-Retirement 

Benefit Costs 

As of and for the Years 
Ended December 3 1 , 

(in millions) 

Change in Benefit Obligation 
Accumulated post-retirement benefit obligation 

at prior measurement date 
Service cost 
Interest cost 
Plan participants' contributions 
Actijarial loss 
Transfers 
Benefits paid 

Accumulated post-retirement benefit obligation 
at measurement date 

Change In Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 

Employer contributions 
Plan participant' contributions 

2011 

$66 
1 
3 
1 

— 
(2) 
(8) 

$61 

$ 8 

— 
(8) 
8 
1 

2010 

$70 
1 
3 
1 
2 
(6) 
(5) 

$66 

$ 7 
2 

(5) 
3 
1 

Plan assets at measurement date $ 9 
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Amounts Recognized in ttie Consolidated Balance Sheets: Other 

Post-ReUrement Benefit Plans 

The following table provides the amounts related to Duke Energy 

Ohio's other post-retirement benefit plans that are reflected in Otiier 

within Deferred Credits and Other Liabilities on the Consolidated 

Balance Sheets at December 3 1 , 2011 and 2010; 

Sensitivity to Changes In Assumed IHealth Care Cost Trend Rates 

(in millions) 
1-Percentage- l-Percentage-
Point Increase Point Decrease 

Asof DecemberSl, 

Effect on total service and Interest 
costs 

Effect on post-retirement benefit 
obligation 

$ 1 

18 

$ (1) 

(16) 

(in millions) 2011 2010 

Accrued other post-retirement liability^) $(52) $(58) Expected Benefit Payments 

(al Includes $2 million recc^nized in Other wilhin Current Liabilifes on the Consolidated 
Balance Sheets as of bom Decemtier 31, 2011 and 2010, 

The following table provides the amounts related to Duke Energy 
Ohio's other post-retirement benefit plans that are refiected in Other 
within Deferred Credits and Other Liabilities and AOCI on the 
Consolidated Balance Sheets at December 31 , 2011 and 2010: . 

Asof December 31, 

(in millions) 2011 2010 

Regulatoiy liabilities 
Accumulated other comprehensive income 

Deferred income tax liability 
Prior service credit 
Net actuarial loss gain 

$19 

$ 4 
(1) 
(9) 

$20 

$ 5 
(1) 

(12) 

Net amount recognized In accumulated other 
comprehensive (income>/loss (6) (8) 

Of the amounts above, $2 million of unrecognized gains and $1 
million of unrecognized prior service credit (which will reduce pension 
expense) will be recognized in net periodic pension costs in 2012, 

Assumptions Used for Other Post-retirement Benefits 
Accounting 

(percentages) 2011 2010 2009 

Benefit Obligations 
Discount rate 5.10 5.00 5.50 

Net Periodic Benefit Cost 
Discount rate 
Expected king-term rate of return on plan 

assets 

5.00 5.50 6.50 

8.25 8.50 ^ 8.50 

A^umed Health Care Cost Trend Rate 

2011 2010 

Health care cost trend rate assumed for next year 8.75% 8,50% 
Rate to which the cost trend is assumed to decline (the 

ultimate trend rate) 5.00% 5.00% 
Year that the rate reaches the ultimate trend rate 2020 2020 

The following table presents Duke Energ/'s expected benefit 

payments made on behalf of Duke Energy Ohio to participants in its 

qualifled, non-qualified and other post-retirement benefit plans ojer 

the next 10 years, which are primarily paid out of the assets of the 

various trusts. These benefit payments reflect expected future sen/ice, 

as appropriate. 

(in millions) 

Other Post-
Qualified Non-Qualified Retirement 

Plans Plans Plans Total 

Years Ended December 31, 
2012 . $ 46 
2013 45 
2014" 44 
2015 43 
2016 44 
•2017-2021 241 

$1 

3 

$ 5 $ 52 
. 5 51 

6 51 
6 50 
6 51 

27 271 

Employee Savings Plans 

Duke Energy sponsors, and Duke Energy Ohio participate In, 
an employee savings plan tiiat covers substantially all U.S. 
employees. Duke Energy contributes a matching contribution equal to 
100% of employee before-tax and Roth 401(k) employee 
contributions, of up to 6% of eligible pay per period. Duke Energy, 
Ohio expensed pre-tax plan contributions, as allocated by Duke 
Ener©, ot $4 million in 2011, $4 million In 2010 and $4 million in 
2009, 

DUKE ENERGY INDIANA 

Duke Ene i ^ Retironent Plans. 

Duke Energy Indiana participates In qualified and non-qualified 
defined benefit pension plans and other post-refirement benefit plans 
sponsored by Duke Energy. Duke Energ/ allocates pension and other 
post-retirement" obligations and costs related to these plans to Duke 
Energy Indiana, 

Net periodic benefit cost disclosed below for the qualified, 
non-qualified and other post-retirement benefit plans represent the 
cost of the respective plan for the periods presented. However, 
portions of the net periodic costs disclosed have been capitalized as a 
component of property, plant and equipment. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

Duke Energy uses a December 31 measurement date for its 

defined benefit retirement plan assets and obligations. 

Amounts presented below represent the amounls of pension 

and other post-retirement benefit cost allocated to Duke Energy 

Indiana. Additi'onally, Duke Ener^ Indiana is allocated its 

proportionate share of pension and other post-retirement benefit cost 

for employees of Duke Ener^'s shared sen/ices affiliate that provides 

support: to Duke Energy Indiana. These allocated amounts are 

included in the governance and shared sen/ices costs discussed in 

Note 13. 

Qualified Pension Plans 

Duke Energy's qualified defined benefit pension plans cover 
substantially all employees meeting certain minimum age and service 
requirements. The plans cover most erhployees using a cash balance 
formula. Under a cash balance formula, a plan part:icipant 
accumulates a retirement benefit consisting of pay credits tiiat are 
based upon a percentage (which varies with age and years of service) 
of current eligible earnings and current Interest credits. Certain legacy 
Cinergy employees are covered under plans that use a final average 
eamings formula. Under a final average earnings formula, a plan 
participant accumulates a retirement benefit equal to a percentage of 
their highest 3-year average eamings, plus a percentage of their 
highest 3-year average earnings in excess of covered compensation 
peryearof part:icipation (maximum of 35 years), plus a percentage of 
their highest 3-year average earnings times years of participation in 
excess of 35 years. Duke Energy Indiana also part:iclpates in Duke 
Ener^ sponsored non-qualified, non-contributory defined benefit 
pension plans which cover certain executives, 

Duke Energy's policy is to fund amounts on an actuarial basis to 
provide assets sufl'icient to meet benefits to be paid to plan 
participants. The following table includes information related to Duke 
Energy Indiana's contributions to Duke Energy's qualified defined 
benefit pension plans. 

(in millions) 

Contributions made 
Anticipated contributions 

2012 

$24 

Years ended 
DecemberSl, 

2011 2010 

$52 $46 

2009 

$140 

Actuarial gains and losses are amortized over the average 
remaining seivice period of the active employees. The average 
remaining service period of the active employees covered by the 
qualified retirement plans is 10 years. The average remaining service 
period of the active employees covered by the qualified retirement 
plans is also 10 years. Duke Energy determines the mari<et-related 
value of plan assets using a calculated value that recognizes changes 
In fair value ofthe plan assets over five years. 

Components of Net Periodic Pension Costs as allocated by Dul<e 
Energy: Qualified Pension Plans 

FortheYears Ended 
DecemberSl, 

(In millions) 

Sen/ice cost 
Interest cost on projected benefit obligation 
Expected return on plan assets 
Amortization of prior sen/ice cost 
Amortization of actuarial loss 
Other 

2011 

$ 1 1 
30 

(45) 
2 

14 
2 

2010 

$ 11 
32 

(45) 
2 

12 
2 

2009 

$ 9 
33 

(42) 
2 
5 
2 

Net periodic pension costs $ 14 $ 14 $ 9 

Other Changes in Plan Assets and Projected Benefit Obligations 

Rect^ized in Regulatory Assets 

FortheYears Ended 
December 31, 

(In millions) 2011 2010 

Regulatory assets, net increase (decrease) $5 $(4) 

Reconciliation of Funded Status to Net Amount Recognized: 

QualHied Pension Plans 

As of and for the Years Ended 
DecemberSl, 

jn millions) 2011 201O 

Change in Projected Beneffi Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial (gains) losses 
Plan amendments 
Transfers 
Benefits paid 

$628 
11 
30 

(11) 
(1) 
1 

(45) 

$602 
11 
32 
32 

2 
(7) 

(44) 

Obligation at measurement date $613 $628 

The accumulated benefit obligation was $582 million and 

$578 million at DecemberSl, 2011 and 2010, respectively. 

(In millions) 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actijal return on plan assets 
Benefite paid 
Transfer 
Employer contributions 

Plan assets at measurement date 

As of and for the Years Ended 
DecemberSl 

2011 

$565 
9 

(45) 
1 

52 

$582 

2010 

$505 
65 

(44) 
• ( 7 ) 

46 

$565 
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Amounts Recognized in the Consolidated Balance Slieets: 

Qualified Pension Plans 

The following table provides the amounts related to Duke Energy 

Indiana's qualified pension plans tiiat are refiected in Other within 

Deferred Credits and Otiier Liabilities on the Consolidated Balance 

Sheets at DecemberSl, 2011 and 2010: 

As of and for the Years Ended December 31, 

(in millions) 2011 2010 

Accrued pension liability $(31) $(63) 

The following table provides tiie amounts related to Duke Energy 
Indiana's qualified pension plans that are reflected in Other within 
Regulatory Assets and Deferred Debits on the Consolidated Balance 
Sheets at DecemberSl, 2011 and 2010'. 

(in millions) 

Regulator/assets 

Asof DecemberSl, 

2011 2010 

$229 $224 

Additional Information: Qualified Pension Plans 

Information for Plans viriHi Accumulated Benefit Obligation in 
Excess of Plan Assets as allocated by Duke Ener^ 

Asof DecemberSl, 

(in millions) 2011 2010 

Projected benefit obligation 
Accumulated benefit obligation 
Fairvalue of plan assets 

E— $623 
— 578 
— 565 

Assumptions Used for Pension Benefits Accounting 

Asof DecemberSl, 

Benefit Obligations 
Discount rate / 
Salary increase 
Net Periodic Benefit Cost 
Discount rate 
Salary increase 
Expected long-term rate of return on plan 

assets 

2011 2010 2009 

(percentages) 

5.10 
4.40 

5.00 
4.10 

8.25 

5.00 5.50 
4.10 4.50 

5.50 6.50 
4.50 4.50 

8.50 8.50 

The discount rate used to determine the current year other post-
retirement benefits obligation and following yearis other post-
retirement benefits expense is based on a bond selection-settiement 
portfolio approach. This approach develops a discount rate by 
selecting a portfolio of high qualit/ corporate bonds that generate 
suflicient cash flow to provide for the projected beneflt payments of 
the 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 selected, a single interest rate is determined that 

equates the present value of the plan's projected benefit payments 

discounted at this rate with the market value of the bonds selected. 

Non-Qualified Pension Plans 

Components of Net Periodic Pension Costs as allocated by Duke 

Energy: Non-Qualified Pension Plans 

Duke Energy Indiana's non-qualified pension plan pre-tax net 

periodic pension benefit costs, as allocated by Cinergy, were 

insignificant for the years ended DecemberSl, 2011, 2010and 

2009. 

Other Changes tn Plan Assets and Projected Benefit Obligations 

Rec<^ized in Regulatory Assets: Non-Qualified Pension Plans 

(in millions) 

Regulatory assets, net (decrease) increase 

For the year ended 
DecemberSl, 

2011 2010 

${1) $1 

Reconciliation of Funded Status to Net Amount Recognized: 

Non-Quaiified Pension Plans 

(In millions) • • 

Change in Projected Benefrt Obligation 
Obligation at prior measurement date 
Actuarial losses 

Obligation at measurement date 

Change rn Fair Value of Plan Assets 
Benefits paid 
Employer conti'Ibutions 

Plan assets at measurement date 

As of and for the Years 
Ended DecemberSl, 

2011 2010 

$ 6 
(1) 

$ 5 

$ -

$ - ". 

$ 6 

$ 6 

$ -

$ -

The accumulated benefit obligation was $5 million and $6 

million at December 31, 2011 and 2010, respectively. 

Amounts Recognized in the Consolidated Balance Sheets: 

Non-Qualified Pension Plans 

The following table provides the amounts related to Duke Eneigy 
Indiana's non-qualified pension plans.that.are reflected In Other 
within Deferred Credits and Other Uabilities on the Consolidated 
Balance Sheets at DecemberSl, 2011 and 2010: 

(in millions) 

Accrued pension liability '̂ 

Asof DecemberSl, 

2011 2010 

$(5) $(6) 

(a) Includes $1 million recognized in Other within Cuirent Liabilities on Ihe Consolidated 
Balance Sheets as of both December 3 1 , 2011 and 2010. 
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The following table provides tiie amounts related to Duke Energy 

Indiana's non-qualified pension plans tinat are reflected in Regulatoiy 

Assets on the Consolidated Balance Sheets at December 31, 2011 

and 2010: 

Other Post-Retirement Benefit Mans 

(In millions) 

Regulatory assets 

Asof DecemberSl, 

2011 2010 

$2 $3 

Ofthe amounts above, an insignificant amount will be 
recognized In net periodic pension costs In 2012. 

Additional Information: Non-Qualified Pension Plans 

Information for Plans with Accumulated Benefit Obligatitm in 
Excess of Plan Assets as allocated by Duke Energy 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Asof DecemberSl, 

2011 ., 2010 

$ 5 $ 6 
, 5 6 

Assumptions Used for Pension Benefits Accounting; Non-Qualified 

Plans 

(percentages) 

Asof DecemberSl, 

2011 2010 2009 

Benefit Obligations 
Discount rate 
Salary increase 
Net Periodic Benefit Cost 
Discount rate 
Salary Increase 

5.10 
4.40 

5.00 
4.10 

5.00 
4,10 

5.50 
4.50 

5.50 
4.50 

6.50 
4.50 

The discount rate used to deterrnine the current year other post-
retirement benefits obligation and following year's other post-
retirement benefits expense is based on a bond selection-settlement 
portfolio approach. This approach develops a discount rate by 
selecting a portfolio of high quality corporate bonds tinat generate 
sufficient cash flow to provide for the projected benefit payments of 
the plan. The selected bond portfolio is derived from a universe of 
nonmailable corporate bonds rated Aa quality or higher. After the 
bond portfolio is selected, a single interest rate Is determined that 
equates the present value of the plan's projected benefit payments 
discounted at this rate with the market value of the bonds selected. 

Duke Energy Indiana participates In other post-retirement benefit 
plans sponsored by Duke Energy. Duke Energy provides certain 
health care and life insurance benefits to retired employees and their 
eligible dependents on a contributory and non-contrlbutofy basis. 
These benefits are subject to minimum age and sen/ice requirements. 
The health care benefits include medical coverage, dental coverage, 
and prescription drug coverage and are subject to certain limitations, 
such as deductibles and co-payments. These benefit coste are 
accrued over an employee's active service period to the date of full 
benefits eligibility. The net unrecognized transition obligation is 
amortized over 20 years. Actuarial gains and losses are amortized 
over the average remaining service period of the active employees. 
The average remaining sen/ice period of the active employees covered 
by the plan is i 1 years. , 

Components of Net Periodic Ottier Post-Retirement Benefrt Costs 

as allocated by Duke Energy 

(in millions) 

For the Years Ended • 
DecemberSl, 

2011 2010 2009 

Service cost $ 1 
Interest cost on accumulated post-retirement 

benefit obligation 7 
Expected return on plan assets (1) 
Amortization of actuarial loss (gain) 2 

1 

( ! ) • 

1 

; 1 

11 
(1) 
2 

Net periodic other post-retirement benefit 
costs $ 9 $ 9 $13 

Other Changes in Plan Assets and Projected Benefit Obligations 
Recognized in Regulatory Assets and R^;ulatory Uabilities: Other 
Post-RetJrement Benefit Plans 

For the year ended 
DecemberSl. 

(in millions) 2011 2010 

R^ulatory assets, net decrease 
R^ulatory liabilities, net increase (decrease) 

${7) 
12 

$(12) 
(6) 
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Reconciliation of Funded Status to Accrued Other Post-Retirement 

Benefit Costs 

As of and for the Years 
Ended December 3 1 , 

[in millions) 2011 2010 

Change In Benefrt Obligation 
Accumulated post-retirement benefit obligation 

at prior measurement date $152 $154 
Sen/ice cost 1 " • 1 
Interest cost 7 8 
Plan participants'contributions 4 3 
Actuarial (gain) loss (17) 1 
Benefits paid (14) (15) 
Transfers — (1) 
Early retiree reinsurance program subsidy 1 — 
Accrued retiree drug subsidy 1 1 

Accumulated post-retirement penefit obligation 
at measurement date $135 $152 

Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Employer Contributions 
Plan participants' contributions 

14 
— 

(14) 
10 
4 

.$ 13 
2 

(15) 
11 
3 

Plan assets at measurement date $ 14 $ 14 

Amounts Recognized in the Consolidated Balance Sheets: Other 

Post-Retirement Benefit Plans 

The following table provides the amounts related to Duke Energy 
Indiana's other post-retirement benefit plans that are refiected in 
Other within Deferred Credits and Other Liabilities on the 
Consolidated Balance Sheets at December 3 1 , 2011 and 2010: 

Asof DecemberSl, 

(in millions) 2011 2010 

Accrued other post-retirement liability<a' $(121) $(138) 

(a! Includes an insignificant amount recognized in Othev within Cuirent Liabilities on the 
Consolidated Balance Sheets as of both DecemberSl, 2011 and 2010. 

The following table provides the amounts related to Duke Energy 
Indiana's other post-retirement benefit plans that are reflected in 
Other within Regulatory Assets and Deferred Debits and within Other 
within Deferred Credits and Other Uabilities on the Consolidated 
Balance Sheets at December 3 1 , 2011 and 2010: 

Asof DecemberSl, 

2011 2010 

Regulatory assets 
Regulatory liabilities 

(in millions) 
$83 $90 

70 58 

Assumptions Used for Other Post-retirement Benefits Accounting 

(percentages) 

Asof DecemberSl, 

2011 2010 2009 

Benefit Obl'igations 
Discount rate 
Net Periodic Benefit Cost 
Discount rate 
Expected long-term rate of retum on plan 

assets 

5.10 5.00 5.50 

5.00 5.50 6.50 

8.25 8.50 8.50 

The discount rate used to determine the current year other post-
retirement benefits obligation and following year's other post-
retirement benefits expense is based on a bond selection-settlement 
portfolio approach. This approach develops a discount rate by 
selecting a portfolio of high quality corporate bonds that generate 
suflicient cash fiow to provide for the projected benefit payments of 
the plan. The selected bond portfolio is derived tromi a universe of 
non-callable corporate bonds rated Aa quality or higher. After the 
bond portfolio is selected, a single interest rate is determined that 
equates the present value of the plan's projected benefit payments 
discounted at this rate with the market value of the bonds selected. 

Assumed Health Care Cost Trend Rate 

2011 2010 

Health care cost fi-end rate assumed for next year 8.75% 8.50% 
Rate to which tiie cost trend is assumed to decline (the 

ultimate trend rate) 5.00% 5.00% 
Year that the rate reaches the ultimate trend rate 2020 2020 

Sensitivity to Changes in Assumed Health (^re Cost Trend 

Rates 

(In millions) 
1-Percentage- 1-Percentage-
Point Increase Point Decrease 

Effect on total sen/ice and interest 
costs 

Effect on post-retirement benefit 
obligation 

$ 1 

18 

$ (1) 

(16) 
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Expected Benefit Payments 

The following table presents Duke Energy's expected benefit 
payments to pariiicipants on behalf of Duke Energy Indiana in its 
qualified, non-qualified and other post-retirement benefit plans over 
tiie next 10 years, which are primarily paid out of the assets of the 
various trusts. These benefit payments reflect expected future sen/Ice, 
as appropriate. 

(in millions) 

Non- Other Post-
Qualified Qualified Retirement 

Plans Plans Plans'̂ '̂  Total 

Years Ended December31, 
2012 $ 46 $1 $12 $ 59 
2013 43 1 13 57 
2014 42 1 13 
2015 42 1 13 
2016 43 1 13 
2017-2021 • 223 3 61 287 

56 
56 
57 

(a) Duke Energy expects to receive future subsidies under Medicare Part D on behalf of 
IXike Energy Indiana of $1 million in each d the years 2012-2016 and a total of $5 
million during ttie years 2017-2021. 

Employee Savings Plans 

Duke Energy sponsors, and Duke Energy Indiana participates 

in, an employee savings plan tiiat covers substantially aU U.S. 

employees. Duke Energy contributes a matching contribution equal to 

100% of employee before-tax and Roth 401(k) employee 

contiibutions, of up to 5% of eligible pay per period. Duke Energy 

Indiana expensed pre-tax plan contributions, as allocated by Duke 

Energ/, of $8 million in 2011, $6 million in 2010 and $5 million in 

2009, 

The following details the components of income tax expense; 

INCOIVIE TAX EXPENSE 

For the Year Ended 
DecemberSl, 2011 

(in millions) 

Duke Duke Duke 
Duke Energy Enei^ Energy 

Ener^ Carolinas Ohio Indiana 

Current Income taxes 
Federal 
State 
Foreign 

$(37) 
21 

164 

$(122) 
30 
— 

$(95) 
1 

— 

$ 95 
42 
— 

Total current Income 
taxes 148 (92) (94) 137 

Deferred income taxes 
Federal 
State 
Foreign 

526 
56 
32 

531 
40 
— 

194 
(2) 
— 

(38) 
(23) 
— 

Total deferred income 
taxes 

Investment tax credit 
, amortization 

Total income tax expense 
Included In Consolidated 
Statements of Operations'*' 

614 

(101 

$752 

571 

(7) 

$472 

192 

(2) 

$ 96 

(61) 

(2) 

$ 74 

(a) Included In the "Total current income taxes" line above are uncertain tax benefits 
relating primarily to certain temporary differences of $43 million at Duke Energy. J43 
million at DuKe Energy Carolinas, $3 million at Duke Energy Ohio and £3 million at 
Duke Energy Indiana, The otfeet to ttiese temporary differences are included in the 
'Total deferred income taxes" line above. 

22. rNCOME TAXES 

Duke Energy and Its subsidiaries file Income tax retums In the 
U.S. with federal and various state govemmental authorities, and in 
certain foreign jurisdictions. The taxable income of Duke Energy and 
its subsidiaries is reflected in Duke Energy's U.S, federal and state 
income tax retums. These subsidiaries have a tax sharing agreement 
witii Duke Energy where the separate retum metiiod is used to 
allocate tax expenses and benefits to the subsidiaries whose 
Investments or results of operations provide t h ^ tax expenses and 
benefits. The accounting for income taxes essentially represente the 
Income taxes that each of tiiese subsidiaries would Incur If it were a 
separate company filing its own tax return as a C-Corporation, 
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(in millions) 

Current income taxes 

Federal 
• • S ta te 

Foreign 

Total current 
income taxes 

Deferred income taxes 
Federal 
State 
Foreign 

Duke 
Energy 

$ (5) 
39 

125 

159 

539 
83 
20 • 

For the Year Ended 
DecemberSl 

Duke 
Energy 

Carolinas 

$ 3 
(2) 

1 

388 
75 

— 

. ,2010 

Duke 
Enet^ 

Ohio 

$107 
S 

- ^ = -
115 

6 
12 

— 

Duke 
Energy 

Indiana 

$ (3) 
15 

— = 
13 

123 
22 

— 

(in millions) 

Current income taxes 
Federal 
State 
Foreign 

Total current 
income taxes 

Deferred income taxes 
Federal 
State 
Foreign 

Duke 
Energy 

$(271} 
3 

96 

(172) 

767 
148 
27 

For the Year Ended 
December 31 

Duke 
Energy 

Carolinas 

$(196) 
(27) 

— 

(223) 

518 
89 

— 

, 2009 

Duke 
Energy 

Ohio 

$ 77 
7 

— 

84 

97 
7 

— 

Duke 
Energy 

Indiana 

$ 2 
5 

— 

7 

89 
22 

— 

Total income tax expense 
included in 
Consolidated 
Statements of 
Operationsia) 

Total deferred 
income taxes 

Investment tax 
credit 
amortization 

Total income tax expense 
from continuing 
operations 

Total income tax benefit 
from discontinued 
operations 

742 

(11) 

890 

(1) 

463 

(7) 

457 

— 

18 

(1) 

132 

— 

145 

(2) 

156 

— 

$889 $457 $132 $156 

(a) Included in the 'Total cunent Income taxes' line above are uncertain tax benefits 
reiatingprlmariiytDceitain temporary differences erf $392 million at Duke Energy, 
$300 million at Duke Energy Carolinas, $3 million at Duke Energy Ohio and S7 
million at Duke Energy Indiana. The offset to these temporary differences are induded 
in the "Totai defened income taxes" line above. 

Total deferred 
income taxes 

Investment tax credit 
amortization 

Total income tax expense 
from continuing 
operations 

Total income tax benefit 
fiom discontinued 
operations 

942 

(12) 

758 

(2) 

607 

(7) 

377 

104 

(2) 

186 

. I l l 

(2) 

116 

Total income tax expense 
included In 
Consolidated.-, 
Statements of,. 
Operations'^' $756 377 $186 $116 

(a) Included in the "Total current income taxes" line aboye are uncertain tax tienefits 
relatingprimarily to certain temporary differences of $91 million at Duke Energy, 
uncertain tax expenses of $42 million, $22 million and $20 million at Duke Energy 
Carolinas, .Duke Eneia* Ohio, and Duke Energ/ Indiana, respecfively. The offeet to 
these temporary differences are included in the Total deferred income taxes" line 
above. 

Duke Energy Income from Continuing Operations before Income 

Taxes 

(in millions) 

Domestic 
Foreign 

Total income from continuing 
operations before income taxes 

For the Years Ended 
December 3 1 , 

2011 

$1,780 
685 

$2,465 

2010 2009 

$1,731 $1,433 
479 398 

$2,210 $1,831 
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Combined Notes to Consolidated Financial Statements-(Continued) 

Reconciliation of Income Tax Expense at the U.S. Federal 

Statutory Tax Rate to the Actual Tax Bcpense from Continuing 

Operations (Statutory Rate Reconciliation) 

(In millions) 

Income taxexpense. 
computed at the statutory 
rate of 35% 
State income tax, net of 

federal income tax 
effect 

Tax differential on 
foreign earnings 

AFUDC equity income 
Other items, net 

Total income tax 
expense from 
continuing 
operations 

Duke 
Energy 

$863 

50 

(44) 
(91) 
(26) 

$752 

For the Year Ended 
DecemberSl, 2011 

Duke 
Eneigy 

Carolinas 

$457 

46 

— 
(59) 
28 

$472 

Duke 
Energy 

Ohio 

$102 

(1) 

— 
(2) 
(3) 

$ 96 

Duke 
Energy 
Indiana 

$ S5 

13 

— 
(31) 

7 

$ 74 

Effective tax rate 30.5% 36.1% 33.1% 30.6% 

Forthe Year Ended 
DecemberSl, 2010 

(in million:-

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

Income taxexpense, 
computed at the statutory 
rate of 3 5% 
State income tax, net of 

federal income tax 
effect 

Tax differential on 
foreign earnings 

Goodwill impairment 
charges 

AFUDC equity income 
Other items, net 

Total Income tax 
expense from 
cortinuing 
operations 

$774 

82 

(22) 

175 
(82) 
(37) 

$890 

$454 $.(108) $155 

14 26 

— 237 — 
(61) (2) (20) 
• 16 • (9) (5) 

$457 $ 132 $156 

Effective tax rate 40,3% 35.3% (43.0)% , 35.5% 

For the Year Ended 
DecemberSl, 2009 

(in millions) 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio ItKliana 

Income tax expense, computed at 
the statutory rate of 35% ' 
State income tax, net of federal 

income tax effect 
Tax differential on foreign 

earnings 
Goodwill impairment charges 
AFUDC equity income 
Other items, net 

$641 $378 $ (84)' $111 

98 40 9 18 

(10) 
(3) 

(16) 
130 
(53) 
(42) 

— 
— 

(44) 
3 

— 
254 

1 
6 

Total income tax expense 
from continuing 
operations 

Effective tax rate 

$758 

41.4% 

$377 $ 186 $ 116 

34,9% (77.5)% 36.7% 

Valuation allov/ances have been established for certain foreign 
and state net operating loss carryfonA/ards that reduce deferred tax 
assets to an amount that will be realized on a more-likely-than-not 
basis. The net change in the total valuation allowance Is included in 
Tax differential on foreign earnings and State income tax, net of 
federal income tax effect In the above table. 

Net Deferred Income Tax Liability Components 

(In millions) 

2Deferred credits and other 
liabllrties 

Tax Credits and NOL 
Carryfom/ards'̂ ' 

Investments and other assets 
Other 

For the Year Ended 
DecemberSl, 2011 

Duke Duke 
Duke Energy Energy 

Energy Carolinas Ohio 

$ 790 S 228 $ 68 

930 199 — 
— — 3 

137 18 31 

Duke 
Etwrgy 
Indiana 

$ 92 

95 
— 
5 

Total deferred income tax 
assets 

Valuation allowance 
1,857 445 102 
(144) — — 

192 

Net deferred income tax 
assets 1,713 445 102 192 

Investments and other assets 
Accelerated depreciation rates 
Regulatory assets and deferred 

(809) (720) — (2) 
(6,989) (3,576) (1,706) (9681 

debits 

Total deferred income tax 
liabilities 

Net deferred income tax 
liabilities 

(1,219) (658) (216) (136) 

(9,017) (4,954) (1,922) (1,106) 

$(7,304) $(4,509) $(1,820) $ (914) 

(a) See Tax Credits and NOL Carryforwards table below. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

Tax Credits and NOL Carryforwards 

(in millions) For the Year Ended 
DecemberSl, 2011 

Descrlpftion Amount Expiration year 

Deferred Tax Assets (Liabilities) 

Investment Tax Credits 
Alternative Minimum Tax Credits 
Federal NOL 
State NOU^' 
Foreign NOL'" 

$362 2029-2031 
145 Indefinite 
274 2031 

47 2016-2031 
102 2015-2029; Indefinite 

(al A valuation allowance or $41 million has been fecordecf on the State IMOL 
Carrvforwartis, as presented in the Net Deferred Income Tax Liability Components 
table. 

(b) A valuation allcwance of $102 million has been recorded on the Foreign,NOL 
Carryforwards, as presented in ttie Met Deterred Incon îe Tax Liability Components 
table-

Fot the Year Ended 
DecemberSl, 2010 

(in millions) 

Duke Duke Duke 
Duke Energy Energy Ener^ 

Energy Carolinas Ohio Indiana 

Deferred credits and 
other liabilities 

Tax Credits and NOL 
$ 679 $ 204 61 $ 70 

Carfyforv/ards 
Other 

Total deferred 
income tax assets 

Valuation allowance 

Net deferred income 
• tax assets 

554 
100 

1,333 

(145) 

1,188 

52 
15 

271 

271 

19 

SO • 

SO 

100 
5 

175 

175 

Investmenls and other 
assets (781) 

Accelerated depreciation 
rates (6,052) 

Regulatory assets and 
deferred debits (996) 

(675) (11) 

(2,990) (1,529) 

(513) (171) 

(41) 

(973) 

(93) 
Total deferred 

income tax 
liabilities (7,829} (4,178) (1,711) (1,107) 

Net deterred Income 
tax liabilities $(5,541) $(3,907) $(1,631) $ (932) 

The above amounts have been classified in the Consolidated 

Balance Sheets as follows: 

For the Year Ended 
DecemlMf 31 ,2011 

(In millions) 

Duke Duke Duke 
E n e ^ E n e ^ Energy 

Carolinas Ohio Indiana 
Duke 

E n e i ^ 

Current deferred tax 
assets, included in 
other current assets 

Non-current deferred 
tax assets, included 
in other investments 
and other assets 

Non-current deferred 

S 210 $ 46 $ 33 $ 13 

67 

tex liabilities 

Total net deferred 
income tax 
liabilities 

(7,5S1) 

$(7,304) 

(4,555) 

$(4,509) 

(1,853) 

$(1,820) 

(927) 

$(914) 

For the Year Ended 
December 3 1 , 2010 

in millions) 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

Current deferred tax 
assets, included in 
other current assets 

Non-current deferred 
tax assets, included 
in other investments 
and other assets 

Non-current deferred 
tax liabilities 

236 $ 81 $ 9 $ 41 

101 

(6,978) (3,988) (1,640) (973) 

Total net deferred 
income tax 
llabiHties $(6,641) $(3,907) $11,631) $(932) 

Deferred income taxes and foreign withholding taxes have not 

been provided on undistributed eamings of Duke Energy's foreign 

subsidiaries when such amounts are deemed to be indefinitely 

reinvested. The cumulative undistributed earnings as of 

DecemberSl , 2011 on which DukeEnergy has not provided 

deferred income taxes and foreign withholding taxes is $1,7 billion. 

The amount of unrecognized deferred tax l iabil i^ related to these 

undistributed eamings is estimated at between S250 million and 

$325 million. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

Changes to Unrecognized Tax Benefits 

For the Year Ended 
December 31,2011 

(in mililons) 

Duke Duke Duke 
Energy Energy Ener^ 

Carolinas Ohio Indiana 
Duke 

Energy 

tncrease/(Decrease) 
Unrecognized Tax 

Benefits — Januaty 1, $342 $217 $29 $21 

Unrecognized Tax 
Benefits Changes 
Gross Increases — 

tax positions in 
prior periods 

Gross decreases — 
tax positions in 
prior periods 

Gross increases — 
current period tax. 

49 

(18) 

42 

(8) (5) 

For the Year Ended 
DecemberSl, 2010 

(in millions) 

lncrease/(Decrease) 
Unrecognized Tax Benefits 

— January 1, $664 

Unrecognized Tax Benefits 
Char̂ ges 
Gross increases —tax 

positions in prior 
periods 

Gross decreases —tax 
positions in prior 
periods 

Gross increases — 
current period tax 

36 

(43) 

14 

(7) 

15 

(21) 

(3) 

positions 
Settlements 

Total Changes 

Unrecognized Tax 
Benefits — 
December 31, 

16 
(4) 

43 

$385 

9 

43 

$260 

4 

3 

$32 

3 

3 

$24 

Duke Duke Duke 
Duke Energy Energy Energy 

Ener^ Carolinas Ohio Indiana 

517 $ 32 $ 2 8 

(13) 

positions 
Settlements 

Total Changes 

Unrecognized Tax 
Benefits — 
December 31, 

5 
(320) 

(322) 

$342 

3 
(310) 

(300) 

$217 

1 
2 

(3) 

$29 

1 
(2) 

(7) 

$21 

For the Year Ended 
December 31,2009 

(In millions) 

Duke Duke Duke 
Energy Energ' Energy 

Carolinas Ohio Indiana 
Duke 

Energy 

)ncrease/(Decrease} 
Unrecognized Tax Benefite 

— Januaiy 1, $572 $452 S15 $ 9 

Unrecognized Tax Benefits 
Changes 
Gross increases — tax 

positions In prior 
periods 

Gross decreases — tax 
positions In prior 
periods 

Gross increases — 
current period tax 

132 

(38) 

58 

(11) 

30 

(9) 

22 

(1) 

positions 11 
Settlements (13) 

Total Changes 92 

Unrecognized Tax 
Benefits — 
DecemberSl, $664 

8 

55 

$517 

1 
(5) 

17 

$32 

2 
(4 

19 

$28 

The following table includes information regarding the Duke 

Energy Registrants unrecognized tax benefits'̂ '. 

Duke 
(in millions) Energy 

Duke 
Enei^ 

Carolinas 

Duke 
Energy 

Ohio 

Duke 
Energy 
Indiana 

December 31 ,2011 
Amount that if 

recognized, would 
affect the effective tax 
rate or regulatory 
liabilltyfw 121 

Amount that if 
recognized, would be 
recorded as a 
component of 
discontinued 
operations 11 

115 

(a) The Duke Registrants do not anticipate a fpaterial increase or decrease in unrecoenized 
tax benefits In the next 12 monihs. 

(b) Duke Energy and Duke Energy Carolinas are unable to estimate tl̂ e speciTic amounls 
that would affect the effective tax rale or regulatory liability. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

The following tables include interest and penalties recognized in 

the consolidated statements of operations and the consolidated 

balance sheets: 

(in millions) 
Duke 

Energy 

Duke 
Energy 

Carolinas 

Duke 
Energy 

Ohio 

Duke 
Energy 
Indiana 

DecemberSl, 2011 
Net interest income 

recognized related to 
income taxes 

Net interest expense 
recognized related to 
income taxes 

Interest receivable related 
to income taxes 
included in the 
consolidated balance 
sheets 

Interest payable related 
to income taxes 
included in the 
consolidated balance 
sheets 

Accruals for the payment 
of penalties included 
in the consolidated . 
balance sheets 

$12 $ 5 

(in millions) 

Duke Duke Duke 
Duke Enei^ Energy Energy 

Energy Carolinas Ohio Indiana 

DecemberSl, 2010 
Net interest income 

recognized related to 
income taxes 

Interest receivable related 
to income taxes 
included in the 
consolidated balance 
sheets 

Interest payable related to 
income taxes included 
in the consolidated 
balance sheets 

Accruals for the payment 
of penalties included In 
the consolidated 
balance sheets 

$26 

33 

;i8 . $ 4 $ 5 

34 

1 2 

(in millions) 

Duke Duke Duke 
Duke Energy Energy Energy 

Energy Carolinas Ohio Indiana 

December 31, 2009 
Net interest expense 

recognized related to 
income taxes 

Duke Energy and its subsidiaries are no longer subject to U.S. 

federal examination for years before 2004. The years 2004 and 

2005 are in Appeals. The Internal Revenue Sep/ice (IRS) is currently 

auditing the federal income tax retums for years 2006 and 2007. 

With few exceptions, Duke Energy and its subsidiaries are no longer 

subject to state, local or non-U.S. income tax examinations by tax 

authorities for years before 1999. 

23. SUBSEQUENT EVENTS 

For Information on subsequent events related to acquisitions, 

regulatory matters, commitments and contingencies, debt and credit 

facilities and joint ovynership of generating and transmission facilities, 

see Notes 2, 4, 5, 6 and 8 respectively. 

24 . QUARTERLY FINANCIAL DATA (UNAUDITED) 

Duke Energy 

(In millions, 
except per 
share data) 

2011 
Operating 

revenues 
Operating 

income 
Net income 

attributable 
to Duke 
Ener^ 
Corporation 

Earnings per 
share: 
Basic'̂ i " 
Dilutedf̂ ' 

2010 
Operating 

revenues 
Operating 

income 
(loss) 

Net income 
(loss) 
attributable 
to Duke 
Enei^ 
Corporation 

Eamings 
(loss) per 
share: 
BaslciS' 
Diluted'̂ ' 

First 
Quarter 

$3,663 

814 

511 

$ 0.38 
$ 0.38 

$3,594 

761 

445 

$ 0.34 
$ 0.34 

Second 
Quarter 

$3,534 

679 

435 

$ 0.33 
$ 0.33 

$3,287 

(14) 

(222) 

$ (0.17) 
$(0.17) 

Third 
Quarter 

$3,964 

767 

472 

$ 0.35 
$ 0.35 

$3,946 

• 1,033 

670 

$ 0.51 
$ 0.51 

Fourth 
Quarter 

$3,368 

517 

288 

$ 0.22 
$ 0.22 

$3,445 

681 

427 

$ 0.32 
$ 0.32 

Total 

$14,529 

2,777 

1,706 

$ 1.28 
$ 1.28 

$14,272 

2,461 

1,320 

$ 1.00 
$ 1,00 

$7 $5 (a) Quartedy EPS amounts are meant to be stand-alone calculations and are not always 
additive to full-year amount due to rounding. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

The following table includes unusual or infrequently occurring 

items recorded by Duke E n e i ^ in each quarter during the two most 

recently completed fiscal years. All amounts discussed below are 

pre-tax unless othenvise noted. 

Duke Energy Carolinas 

(In millions) 
First Second Third Fourth 

Quarter Quarter Quarter Quarter 

2011 
Edwardsport IGCC 

impairment (see Note 4) 
Emission Allowance 

impairment (see Note 12) 
Energy efficiency revenue 

adjustmenfa' 

Total 

2010 
Voluntary severance 

program expenses (see 
Note 19) 

Commercial Power 
non-regulated Midwest 
generation goodwill 
impairment (see Note 12) 

Midwest generation asset 
and emission allowance 
impairment (see Note 12) 

Edwardsport IGCC 
impairment (see Note 4) 

Gain on sale of investment 
in Q-Comm (see Note 13) 

Gain on sale of DukeNet 
(see Note 3) 

Total 

$ — $(222) 

— (79) 

$ -

59 

— $ — $(301) $-59 

$ (76) $ {20) $ (8) 

— (500) 

(160) 

(44) " — 

~- 109 

— 139 

$(736) $ (64) $240 

(a) In the fourth quarter of 2011, Duke Energy recorded $59 million of previously deferred 
revenue resulting from the receipt of an order from the NCUC which allowed the 
recognition of revenue in excess of amounts billed to customers. 

(In millions) 

2011 
Operating 

revenues 
Operating 

income 
Net income 
2010 
Operating 

revenues 
Operating 

income 
Net inoDme 

First 
Quarter 

$1,552 

363 
205 

$1,545 

347 
192 

Second 
Quarter 

$1,607 

331 
193 

$1,513 

313 
202 

Thirti 
Quarter 

$1,868 

541 
311 

$1,877 

521 
315 

Fourth 
Quarter 

$1,466 

245 
125 

$1,489 

264 
129 

Total 

$6,493 

1,480 
834 

$6,424 

1,445 
838 

The following table includes unusual or infrequently occurring 

items recorded by Duke Energy Carolinas in each quarter during 

2011 and 2010. All amounls discussed below are pre-tax unless 

otherwise noted. 

(In millions) 
First Second ITiIrd Fourth 

Quarter Quarter Quarter Quarter 

2011 
Energy efliciency revenue 

adjustmenfa' 
2010 
Voluntary severance 

program expenses (see 
Nole 19) $(42) $(43) $(13) 

$59 

(1) 

(a) In the fourth quarter of 2011, DuKe EnergyCarolinas recorded S59 million of 
previously deferred revenue resulting from the receipt of an order from the NCUC which 
allowed the recognition of revenue in excess of amounts billed to customers. 

215 



PART 

DUKE ENERGY CORPORATION • DUKE ENERGYCAROLINAS, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, INC. 

Combined Notes to Consolidated Financial Statements - (Continued) 

Duke Energy Ohio 

(In millions) 

2011 
Operating 

revenues 
Operating 

income 
Net income 
2010 
Operating 

revenues 
Operating 

income 

(loss) 
Net income 

(loss) 

First 
Quarter 

$879 

135 
73 

$977 

222 

130 

Second 
Quarter 

$694 

59 
33 

$ 649 

(781) 

(759) 

Third 
Quarter 

$838 

116 
51 

$923 

279 

176 

Fourth 
Quarter 

$770 

65 
37 

$780 

55 

12 

Total 

$3,181 

375 
194 

$3,329 

(225) 

(441) 

Duke E n e r ^ Indiana 

(In millions) 

2011 
Operating 

revenues 
Operating 

income 
(loss) 

Net income 
(loss) 

2010 
Operating 

revenues 
Operating 

income 
Net income 

First 
Quarter 

$659 

130 

76 

$610 

121 
70 

SectHid 
Quarter 

$620 

109 

68 

$579 

109 
57 

Third 
Quarter 

$718 

(42) 

(31) 

$694 

149 
92 

Fourth 
Quarter 

$625 

85 

55 

$637 

127 
66 

Total 

$2,622 

282 

168 

$2,520 

506 
285 

The following table includes unusual or infrequently occurring 

items recorded by Duke Ener^ Ohio In each quarter during the two 

most recently completed fiscal years. All amounts discussed below 

are pre-tax unless oltienwise noted. 

The following table Includes unusual or infrequently occurring 

items recorded by Duke Energy Indiana in each quarter during the 

two most recently completed fiscal years. All amounts discussed 

below are pre-tax unless otherwise noted. 

(In millions) 

2011 
Emission Allowance 

impairment (see Note 12) 
2010 
Voluntary severance 

program expenses (see 
Note 19) 

Commercial Power 
non-regulated Midwest 
generation goodwill 

impairment (see Note 12) 
FE&G Ohio T5.D goodwill 

impairment (see Note 12) 
Midwest generation asset 

and emission allowance 
impairment (see Note 12) 

Disallowance of previously 
deferred storm costs 

Total 

FtTSl 
Quarter 

$ _ 

$(11) 

— 

— 

— 

— 
$(11) 

Second 
Quarter 

$ -

$ (10) 

(461) 

(216) 

(160) 

— 
$(847) 

Third 
Quarter 

$(79) 

$ (2) 

— 

— 

— 

— 
$ (2) 

Fourth 
Quarter 

$ -

$ (1) 

— 

— 

— 

(17) 

$(1B) 

(In millions) 

2011 
Edwardsport IGCC 

impairment (see Note 4) 
2010 
Voluntary severance 

program expenses (see 
Note 19) 

Edwardsport IGCC 
Impairment (see Note 4) 

Total 

First 
Quarter 

$ -

$(10) 

— 
$(10) 

Second 
Quarter 

$ -

$(16) 

— 
$(16) 

Third 
Quarter 

$(222) 

$ (3) 

(44) 

$ (47) 

Fourth 
Quarter 

$ — 

$ (4) 

— 
$(4 
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DUKE ENERGY CORPORATION 

Schedule I - Condensed Parent Company Financial Statements 
Condensed Statements of Operations 

Earnings per share (from continuing operations) 
Basic 
Diluted 

Earnings (loss) per share (from discontinued operations) 
Basic 
Diluted 

Earnings per share 
Basic 
Diluted 

Dividends declared per share 
Weighted-average shares outstanding 

Basic 
Diluted 

(In millions, except per-share amounls) 

Operating Revenues 

Operating Expenses 

Operating Loss 
Equity in Earnings of Subsidiaries 
Other Income and Expenses, net 
Interest Expense 

Income Before Income Taxes 
Income Tax Benefit 

Income From Continuing Operations 
Income From Discontinued Operations, net of tax 

Net Income 

Years Ended December 3 1 , 

2011 2010 2009 

S -

6 

(6) 
1,782 

21 
156 

1,641 
(64) 

1,705 
1 

$1,706 

$ -

52 

(52) 
1,384 

6 
139 

1,199 
(118) 

1,317 
3 

$1,320 

S — 

1 

(1) 
1,095 

9 
99 

1,004 
(59) 

1,063 
12 

$1,075 

Common Stock Data 

1.28 $ 1.00 $ 0.82 
1.28 $ 1.00 $ 082 

- S 

1.332 1,318 
1.333 1,319 

$ 0.01 
$ OOl 

1.28 $ 1.00 $ 0.83 
1.28 $ 1.00 $ 0.83 
0.99 $ 0.97 $ 0.94 

1,293 
1,294 
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DUKE ENERGY CORPORATION 

Schedule I - Condensed Parent Company Financial Statements 
Balance Sheets 

(in millions, except per-share amounts) 

DecemberSl, 

2011 2010 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables 
Other 

Total current assets 

845 
653 
100 

1,598 

913 
34 

1,435 

Investments and Other Assets 
Notes receivable 
Investment in consolidated subsidiaries 
Other 

450 
25,670 

571 

450 
24,410 

525 

Total investments and other assets 26,691 25,385 

Total Assets $ 28,289 $ 26,820 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Notes payable and commercial paper 

Commitments and Contingencies 
Common Stockholders' Equity 
Common Stock, $0,001 parvalue, 2 billion shares authorized; 1,336 million and 1,329 million shares outstanding at 

Decembers!, 2011 and DecemberSl, 2010, respectively 
Additional paid-in capital 
Retained earnings 
Accumulated other comprehensive loss 

Total common stockholders' equity 

154 

22,772 

138 

Taxes accrued 
Other 

Total current liabilities 

Long-term Debt 

Other Long-Term Liabilities 
Deferred income taxes 
Other 

Total other long-term liabilities 

35 
65 

254 

4,328 

16 

. 919 

935 

39 
58 

235 

3,222 

841 

841 

1 
21,132 

1,873 
(234) 

1 
21,023 

1,496 
2 

22,522 

Total Liabilities and Common Stockholders' Equity $ 28,289 $ 26,820 
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DUKE ENERGY CORPORATION 

Schedule I - Condensed Parent Company Financial Statements 
Condensed Statements of Cash Flows 

(In millions) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments.to reconcile net income to net cash provided by operating activities 

Net cash (used in) provided by operating activities 

Years Ended December.31, 

2011 2010 2009 

, $ 1,706 $ 1,320 $ 1,075 
•(1,993) (1,142) (1,002) 

(287) 173 73 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Distributions from wholly-owned subsidiaries 
Investment in wholly-owned subsidiaiy 
Notes receivable from affiliate, net 
Other 

(45) 
105 
299 

264 
14 

36 
350 

263 
6 

17 

(250) 
(272) 

9 

Net cash provided by (used in) investing activities 637 655 (496) 

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 
Notes Payable due to affiliate 
Dividends paid 
Other 

996 
67 
— 

151 
105 

(1,329) 
17 

522 
302 
(274) 

(2) 
-_ 

(1,284) . 
26 

1,740 
519 

— 
(269) 

— 
(1,222) 

15 

Net cash provided by (used in) financing activities 

Met Increase In cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period $ 

7 

357 
488 

845 $ 

(710) 

123 
• 365 

488 $ 

783 

360 
5 

365 
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PART 

DUKE ENERGY CORPORATION 

Combined Notes to Consolidated Financial Statements 

1. BASIS OF PRESENTATION 

Duke Energ/ Corporation (Duke Energy) is a holding company 
that conducts substantially all of its business operations through its 
subsidiaries. As specified in the merger conditions issued by various 
state commissions in connection with Duke Energ/s merger with 
Cinergy Ctorp. (Cinergy) in April 2006, there are restrictions on Duke 
Energy's abili^ to obtain funds from certain of its subsidiaries through 
dividends, loans or advances. For further information, see Note 4 to 
the Consolidated Financial Statements, "Regulatory Matters," 
Accordingly, these condensed financial statements have been 
prepared on a parent-only basis. Under this parent-only presentation, 
Duke Energy's investments In its consolidated subsidiaries are 
presented under the equity method of accounting. In accordance with 
Rule 12-04 of Regulation S-X, these parent-only financial statements 
do not include all ofthe information and footnotes required by 
Generally Accepted Accounting Principles (GAAP) in the United 
States (U.S.) for annual financial statements. Because these parent-
only financial statements and notes do not include all ofthe 
information and footnotes required by GAAP in the U.S. for annual 
financial statements, these parent-only financial statements and other 
information included should be read in conjunction v/ith Duke 
Energy's audited Consolidated Financial Statements contained within 
Part II, Item 8 of this Form 10-K for the year ended DecemberSl, 
2011, 

Duke Energy and Its subsidiaries file a consolidated federal 
Income tax retum and other state and foreign jurisdictional returns as 
required. The taxable Income of Duke Energy's wholly-owned 
operating subsidiaries is reflected in Duke Energy's U,S. federal and 
state income tax returns. Duke Energy has a tax sharing agreement 
with its wholly-owned operating subsidiaries, where the separate 
return method is used to allocate tax expenses and benefits to the 
wholly-owned operating subsidiaries whose Investments or results of 
operations provide these tax expenses and benefits. The accounting 
for income taxes essentially represents the income taxes that Duke 
Energy's wholly-owned operating subsidiaries would incur If each 
were a separate company filing Its own tax return as a C-Corporation. 

2. DEBT 

Summary of Debt and Related Terms 

(in millions) 

Unsecured debt? '̂ 
Notes Payable and 

commercial paper̂ î ' 

Total debt 
Shoh-term notes payable 

and commercial paper 

Total long-term debt 

Weighted- DecemberSl, 
Average 

Rate ' Year Due 2011 2010 

4.3% 2013 -2021 $3,878 $2,772 

0.5% • 604 450 

4,482 3,222 

(154) -

$4,328 $3,222 

(a) As cTDecembet 31,2011, this amourt includes an intetcompafiy loan of S1Q5 
million with Duke Energy's affiliate. Bison Insurance Company Limited. 

(b) Includes $450 million at December 31, 2011 and 2010 that was dassified as bDng-tem 
Debt on the Consolidaled Balance Sheets due to ttie existence erf long-term credit facilities 
whicli Eadt-stop these commercial paper balances, along with Duke Eneigy's ability and 
intent to refinance these balances on a lor^lOTn biasis. The weighted-average days to 
maturity was 17 days and 14 days as of December 31,2011 and 2010, respectivdy. 

At December 31 , 2011, Duke Energy has guaranteed 
approximately $2.0 billion of debt issued by Duke Energy Carolinas, 
LLC, one of Duke Energy's wholly-owned operating subsidiaries. 

In November 2011, Duke Energy issued $500 million of senior 
notes, which carry a fixed interestrateof 2.15% and mature 
November 15, 2016. Proceeds from the issuance will be used to 
fund capital expenditures in Duke Ener^s unr^ulated 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 Eneigy's commercial paper as it 
matures, to fund capital expenditures in Duke Enei^'s unregulated 
businesses in the U.S, and for general corporate purposes. 

In April 2011, Duke Energy filed a r^istration statement 
(FormS-3) with theSECtoselluptoSl billion of 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 bear interest at a floating rate per annum 
determined by the Duke Energy PremierNotes Committee, or Its 
designee, on a weekly basis. The interest rate payable on notes held 
by an investor may vary based on the principal amount of the 
investment. The notes have no stated maturity date, but may be 
redeemed in 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 of the notes will be used for 
general corporate purposes. The balance as of December 31 , 2011 
Is $79 million. The notes reflect a short-term debt obligation of Duke 
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DUKE ENERGY CORPORATION 

Schedule I - Condensed Parent Company Financial Statements 
Combined Notes to Consolidated Financial Statements - (Continued) 

Energy and are reflected as Notes payable on Duke Energy's 
Condensed Consolidated Balance Sheets. 

Duke Energy also issued an additional $75 million in 
Commercial Paper in the third quarter of 2011, for general corporate 
purposes, which is classified as Notes payable and commercial paper 
on Duke Energy's Condensed Consolidated Balance Sheets. 

In November 2011, Duke Energy entered into a new $6 billion, 
fwe-year master credit facility, with $4 billion available at closing and 
the remaining $2 billion available following successful completion of 
the proposed merger with Prepress Energy. The Duke Energy 
Registrants each have borrowing capacity under the master credit 
facility up to specified sublimits for each borrower. However, Duke 
Energy has the unilateral ability at any time to increase or decrease -
the borrowing sublimits of each borrower, subject to a maximum 
subllmitforeachborrower. Asof DecemberSl, 2011, DukeEnergy 
has a borrowing sublimit of $1,250 million. The amount available 
under the master credit facility has been reduced, by the use of the 
master credit facility to backstop the Issuances of commercial paper, 
letters of credit and certain tax-exempt bonds. 

In March 2010, Duke Energy issued $450 million phncipal 
amount of 3.35% seniornotes 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. 

Annual Maturities as of December 3 1 , 2011 

(in millions) 

2012 
2013 
2014 
2015 
2016 
Thereafter 

249 
1,325 

450 
950 

1,354 

Total long-term debt, including current makjrities $4,328 

3. COMMITMENTS AND CONTINGENCIES 

Duke Energy and its subsidiaries are a party to litigation, 
environmental and other matters. For further information, see Note 5 
to the Consolidated Financial Statements, "Commitments and 
Contingencies." 

Duke Energy has various financial and performance guarantees 
and indemrifications which are issued in the nomial course of 
business. These contracts include performance guarantees, stand-by 
letters of credit, debt guarantees, surety bonds and indemnifications. 
Duke Energy enters Into these arrangements to facilitate commercial 
transactions with third parties by enhancing the value of the 
transaction to the third party. The maximum potential amount of 
future payments Duke Energy could have been required to make 
underthese guarantees as of DecemberSl, 2011 was 

approximately $4.7 billion. Of this amount, substantially all relates to 

guarantees of wholly-owned consolidated entities, including debt 

issued by Duke Energy Carolinas discussed above, and less than 

wholly-owned consolidated entities. The majority of these guarantees, 

expire at various times between 2012 and 2036, with the remaining 

performance guarantees having no contractual expiration. See Note 7 

to the Consolidated Financial Statements, "Guarantees and 

Indemnifications," for further discussion of guarantees Issued on 

behalfof unconsolidated affiliates and third patties. 

4 . R E U T E D PARTY TRANSACTIONS 

Balances due to or due from related partiesincluded in the' 

Balance Sheets as of December 31 , 2011 and 2010 are as follows: 

DecemberSl, 

(in millions) 2011 2010 

Assets (Liabilities} 
Current assets due from affiliated companies'̂ '̂f" 
Current liabilities due to affiliated companiesfci 
Non-current liabilities due to affiliated companies** 

$ 38 $ 39 
$ — $(135) 
$(871) $(766) 

(a) Balance excludes assets or llabilHies associated with money pool arrangements, which 
are discussed belov .̂ 

W, Ttie telances at December 31,2011 and 2010 are classified as Receivables on ttie 
Balance Sheets. 

(c) The balance at December 31, 2010 is classified as Accounts Payable on the Balance 
Sheets, 

(ti) Of the Balance at December 31,2011, $765 million Is classifiecl as Other within Ottier 
Long-Term Liabilities and S105 million is classified as Long-term Debt on the Balance 
Sheet. The balance at December 31,2010 is classified as Ottier wittiin Other Long-
Term Uabilities on the Balance Sheets. 

Duke Energy provides support to certain subsidiaries for their 
short-term borrowing needs through participation in a money pool 
arrangement Under this arrangement, certain subsidiaries with short-
term funds may provide short-term loans to affiliates participating 
under this arrangement Additionally, Duke Energy provides loans to 
subsidiaries through the money pool, but Is not permitted to borrow 
funds through the money pool arrangement Duke Energy had money 
pool-related receivables of $450 million classified as Notes 
Receivable on the Balance Sheets as of both December 31 , 2011 
and 2010. 

As of December 3 1 , 2011 and 2010, Duke Energy had an 
Intercompany loan outstanding with Cinergy of $608 million and 
$872 million, respectively, which is classified within Receivables on 
the Balance Sheets. The $264 million decrease in the intercompany 
loan during 2011 and the $263 million decrease during 2010 are 
reflected as Notes Receivable from Affiliates, net within Net Cash 
Provided by (Used in) Investing Activities on the Condensed 
Statements of Cash Flows. 

In conjunction with the money pool arrangement and the 
Intercompany loan noted above, Duke Energy recorded Interest 
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Schedule I - Condensed Parent Company Financial Statements 
Combined Notes to Consolidated Financial Statements - (Continued) 

Income of approximately $4 million, $7 million and $12 million in 
2011, 2010 and 2009, respectively, which is included in Other 
Income and Expenses, net on the Condensed Statements of 
Operations. 

Duke Energy also provides funding to and sweeps cash from 
subsidiaries that do not participate in the money pool. For these 
subsidiaries, the cash Is used In or generated from their operations, 
capital e)q3enditures, debt payments and other activities. Amounts 
funded or received are carried as open accounts as either, 
Investments and Advances to Consolidated Subsidiaries or as (Dther 
Non-Current Liabilities and do not bear interest. These amounts are 
included within Net Cash (Used In) Provided by Operating Activities 
on the Condensed Statements of Cash Flows. 

During the year ended December 31 , 2011, Duke Energ/ 
received an equity distribution of $299 million from Duke Energy 

Carolinas, which is reflected within Net Ĉ ash (Used in) Provided by 
Operating Activities on the Condensed Statements of Cash Flows. 
Additionally, Duke Energy received an equity distribution from Duke 
Energy Carolinas of $350 million in 2010, which is reflected within 
Net Cash (Used in) Provided by Operating Activities on the 
Condensed Statements of Cash Flews. 

During the year ended DecemberSl, 2011, Duke Energy paid 
a $15 million advance to Cinerg/ Corp. for Green Frontier Windpower 
LLC PTC funding contributions. During the year ended December 3 1 , 
2010, Duke Energy forgave a $29 million advance to Cinergy Corp. 

Duhng the year ended DecemberSl, 2009, DukeEnergy 
contributed approxlmat^y $250 million of capita! to its subsidiary,' 
Duke Energy Carolinas. 
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DUKE ENERGY CORPORATION • DUKE ENERGYCAROLINAS, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, INC. 

Schedule 11 -Valuation and Qualifying Accounts and Reserves 

Combined Notes to Consolidated Financial Statements - (Continued) 

Duke Energy 

(In millions} 

DecemberSl, 2011: 
Injuhes and damages'" 
Allowance for doubtful accounts 
Allowance for doubtful accounts -
Othehd' 

DecemberSl, 2010: 
Injuries and damages"̂ ' 
Allowance for doubtful accounts 
Allowance for doubtful accounts -
Other'''* 

December 31, 2009: 
, Injuries and damages'w 
Allowance for doubtful accounts 
0ther!«i 

- restricted receivables of VIEs*':' 

restricted receivables of VIEs''=' 

Balance at 
Beginning 
of Period 

$ 858 
34 
34 

380 

$1,306 

$ 984 
42 

6 
396 

$1,428 

$1,035 
42 

555 

$1,632 

Additions: 

Charged to 
Expense 

$ -
27 
6 

74 

$107 

$ 1 
26 
7 

120 

$154 

$ — 
23 
52 

$ 75 

Charged to 
Other 

Accounts 

$ -

7 

$ 7 

$ -

22 
44 

$56 

$ -
9 

24 

$33 

Deductions !̂ 

S 52 
26 

134 

212 

$127 
34 

1 
180 

342 

$ 51 
26 

235 

$312 

Balance at 
Endof 
Period 

$ 806 
35 
40 

327 

. $1,208 

$ 858 
34 
34 

380 

$1,306 

$ 984 
48 

396 

$1,428 

(a) Principally cash payments and resen/e reversals. 
(b) Principal^ asbestos reserves at Duke Energ/ Carolinas. 
(c) Prncipally allowance for CRC which was consolidated on January 1, 2010. 
(d) Prlncipaiy nuclear property Insurance reser;es at Duke Energy Carolinas, insurance reserves at Bison and other reserves, IncludedinOtherwilhinCurrent Uabilities or Other wilhin 

DeSenad Credits and Ot te LiaOilities on the Consolidated Balance Sheets. 

The valuation and reserve amounts above do not include unrecognized tax benefits amounts or deferred tax asset valuation allowance amounts. 
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Schedule M - Valuation and Qualifying Accounts and Reserves 

Combined Notes to Consolidated Financial Statements - (Continued) 

Duke Energy Carolinas 

(In millions) 

DecemberSl, 2011: 
Injuries and damages"̂ ' 
Allov/ance for doubtful accounts 
Allowance for doubtful accounts - restricted receivables of VIEs 
Otherfe' 

December31,2Q10; 
Injuries and damages'̂ ' 
Allowance for doubtful accounts 
Allowance for doubtful accounts - restricted receivables of VIEs 
Othertc) 

DecemberSl, 2009: 
Injuries and damages'" 
Allowance for doubtful accounts 
Other<=> 

Balance at 
Beginning 
of Period 

$ 853 
3 
6 

133 

995 

$ 980 
2 
6 

124 

$1,112 

$1,031 
7 

200 

$1,238 

Additions: 

Charged to 
Expense 

$ -
15 

1 

$16 

$ -
17 
1 

31 

$49 

$ -
17 
4 

$21 

Charged to 
Other 

Accounts 

$ -

$ -

$ -

3 

$ 3 

$ -

$ -

Deductions'̂ ' 

$ 52 
15 

33 

$100 

$127 
16 
1 

25 

$169 

$ 51 
16 
80 

$147 

Balance at 
Endof 
Period 

$801 
3 
6 

101 

911 

$ 853 
3 
6 

•133 

995 

$ 980 
8 

124 

$1,112 

(a) Principally casb payments and reserve reversals. 
(b) Principally asbestos reserves. 
(c) Principally nuclear property insurance and olher resen/es, included In Other within Deferred Credits and Other Uabilities on the Consolidaled Balance Sheets. 

The valuation and reserve amounts atxm do not include unrecc^nized tax benefits amounts or deferred tax asset valuation allowance amounts. 
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Schedule 11 - Valuation and Qualifying Accounts and Reserves 

Combined Notes to Consolidated Financial Statements - (Continued) 

Duke E n e t ^ Ohio 

Additions: 

(In millions) 

Balance at Charged to Balance at 
Beginning Charged to Other Endof 
of Perlcd Expense Accounts Deductions*^' Period 

Year Ended December 3 1 , 2011 : 
Allowance for doubtful accounts 
Environmental'ti' 
Uncertain Tax Provisions''" 
Other!-;' 

$1S 
49 
10 
1 

$_ 
5 

$ 2 
26 

U 
6 

$16 
28 
21 
5 

$78 $17 $ 5 $30 $70 
Year Ended December 3 1 , 2010: 

Allowance for doubtful accounts 
Environmental'"* 
Uncertain Tax Provisions*^' 
Other's' 

$17 
20 

11 

1 

20 
39 10 

10 
10 

$18 
49 
10 
1 

$21 $39 $30 $78 

Year Ended December 3 1 , 2009: 
Allowance for doubtful accounts 
Environmental*^ 
Other(^' 

$18 
11 
11 

E 1 
(10) 

2 
21 

$ 2 
2 
2 

$17 
20 
11 

$40 $ (7) $21 $ 6 

(a) Principally cash payments and reseive reversals. 
(b) Included ir Other witfiin Deferred Credits and Other Liabilities on IHe Consolidated Balance Sheels. In 2009, PUCO issued an order allowing the deferral of costs related to Manufactured 

Gas Plant sites into a regulatory asset, wliicn resulted in a net credit to expense during 2009. 
(c) Principally mark-to-market and other reserves, included in Uniealced gains on mavk-to-marl*^ and hedging transactions within Cunent Assets and OWier within Invesiments and Otiiei 

Assets, Unrealized losses on rnark-ti3-marto and heeding transactions within Curtent Liabilities and Other within Defened Ctedits and Other Uabilities on ^he Consolidated Balance 
Sheets. 

(d) Included in Taxes accrued and interesi accrued within Current Uabilities on the Consolidated Balance Sheets. 
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Schedule II -Valuation and Qualifying Accounts and Reserves 

Combined Notes to Consolidated Financial Statements - (Continued) 

Duke Eneigy Indiana 

(In millions) 

Additions: 

Balance at Charged to 
Beginning Charged to Other 
of Period Expense Accounts Deductions'^' 

Balance at 
Endof 
Period 

DecemberSl, 2011: 
Injuries and damages 
Allowance for doubtful accounts 
Other"=) 

$ 4 
1 

12 

$ _ 

5 

$ 4 
1 

12 

$17 $ 5 $ 5 $17 

DecemberSl, 2010: 
Injuries and damages 
Allowance for doubtful accounts 
Othet^w 

i 4 
1 

18 

$ 4 
1" 

12 

$23 $17 

DecemberSl, 2009: 
Injuries and damages 
Allowance for doubtful accounts 
Other; tl' 

, 4 
1 

15 

$ 4 
1 

18 

$20 $ 6 $ 3 $23 

(a) Principally cash payments 3r)ti resen/e reversals. 
(b) Principally environmental reserves Included in Other within Deferted Credits and Other Liabilities on the Consolidated Balance Sheets. 

The valuation and reserve amounts above do not Include unrecognized tax benefits amounts or deferred tax asset valuation allowance 

amounts. 

226 



PARTII 

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 

None. 

ITEM 9A. CONTROLS AND PROCEDURES - DUKE ENERGY, DUKE ENERGY CAROLINAS, DUKE 
ENERGY OHIO AND DUKE ENERGY INDIANA. 

Disclosure Controls and Procedures 

Disclosure controls and procedures are controls and other 
procedures that are designed to ensure that Information required to be 
disclosed by the Duke Energy Registrants In the reports liiey file or 
submit under the Securities Exchange Act of 1934 (Exchange Act) is 
recorded, processed, summarized, and reported, within the time 
periods specified by the Securities and Exchange Commission's (SEC) 
njles and forms. 

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

Under the supervision and with the participation of 
management, Including the Chief Executive Officer and Chief 
Financial Officer, the Duke Energy Registrants have evaluated the 
effectiveness of their disclosure controls and procedures (as such 
term Is defined in Rule 13a-15(e)and 15d-15(e) underthe 
Exchange Act) as of December 31 , 2011, and, based upon this 
evaluation, the Chief Executive Officer and Chief Financial Officer 
have concluded that these controls and procedures are effective in 
providing reasonable assurance of compliance. 

Changes in Internal Control over Rnancial Reporting 

Under the super '̂ision and with the partidpation of 
management, including the Chief Executive Officer and Chief 
Rnancial Officer, the Ouke Energy Registrants have evaluated 
changes in internal control overfinancial reporting (as such term is 
defined in Rules 13a-15(f) and 15d-15(f) underthe Exchange Act) 
that occurred during the fiscal quarter ended DecemberSl, 2011 
and have concluded no change has materially affected, or is 
reasonably likely to materially affect, Intemal control overfinancial 
reporting. 

Management's Annual Report On Intemal Control Over Financial 
Reporting 

The Duke Energy Registrants' management is responsible for 
Ktabllshing and maintaining an adequate system of intemal control 
over financial reporting, as such term is defined in Exchange Act 
Rules 13a-15{f) and 15d-15(f). The Duke Energy Registrants' 
internal control system was designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes, in accordance with U.S. 
generally accepted accounting principles. Because of inherent 
limitations, intemal control over financial reporting may not prevent or 
detect misstatements. Also projections of any ejaluation of 
effectiveness to future periods are subject to the risk that controls may 
become inadequate because of changes In conditions, or that the 
degree of compliance with policies and procedures may deteriorate. 

The Duke Energy Registrants' management, Including their 
Oilef Executive Officer and Chief Financial Officer, has conducted an 
evaluation of the effectiveness of their internal control over financial 
reporting as of December 3 1 , 2011 based on the framework in 
Internal Control — Integrated Framework issued by the Committee of 
Sponsoring Organizations ofthe Treadway Commission. Based on 
that evaluation, management concluded that its intemal controls over 
financial reportingwere effective as of DecemberSl, 2011. 

Deloitte & Touche LLP, Duke Energy's independent registered 
public accounting firm, has Issued an attestation report on the 
effectiveness of Duke Energy's Internal control over financial reporting. 
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PART III 

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 

Duke Energy will provide infonmation that is responsive to this Item 10 in its definitive proxy statement or in an amendment to this Annual 

Report not later than 120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption "Directors and 

Executive Officers," and possibly elsewhere therein. That Information is incorporated In this Item 10 by reference. 

ITEM 11. EXECUTIVE COMPENSATION. . 

Duke Energy will provide information that is responsive to this Item 11 In its definitive proxy statement or in an amendment to this Annual 

Report not later than 120 days after Ifie end of the fiscal year covered by this Annual Report, in either case under the caption "Executive 

Compensation," and possibly elsewhere therein. That infonmation is incorporated in this Item 11 by reference. 

ITEM INSECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 
RELATED STOCKHOLDER MATTERS. 

Duke Energy will provide information that Is responsive to this Item 12 in its definitive proxy statement or in an amendment to this Annual 
Report not later than 120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption "Security 
Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters," and possibly elsewhere therein. That information 
is incorporated in this Item 12 by reference. 

ITEM 13.CERTAIN REUTIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE 

Duke Enei^ will provide Infonnation that is responsive to this Item 13 in its definitive pro;^ statement or in an amendment to this Annual 
Report not later than 120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption "Certain 
Relationships and Related Transactions," and possibly elsewhere.therein. That information is incorporated in this Item 13 by reference. 
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES. 

Deloitte & Touche LLP, and the member firms of Deloitte Touche Tohmatsu and their respective affiliates (collectively, Deloitte) provided 
professional sen/ices to Duke Energy Corporation (Duke Energy) and its consolidated subsidiaries for 2011 and 2010. A portion of these costs 
have been allocated to Duke Energy Carolinas, LLC (Duke Energy Carolinas), Duke Energy Ohio, Inc. (Duke Energy Ohio) and Duke Enei^ 
Indiana, Inc. (Duke Energy Indiana), collectively referred to as the Subsidiary Regisfrants. The following tables present the Deloitte fees for 
sen/ices rendered to Duke Energy and the Subsidiary R^istrants during 2011 and 2010: 

DukeEnergy 
(In millions) 

Types of Fees 

Audit Fees'* 
Audit-Related Fees*' 
Tax Fees*'̂  

Total Fees: 

2011 2010 

$ 8.5 $ 8.5 
2.8 2.1 
0.2 0.8 

$11.5 $11.4 

Subsidiaiy Re^strants 

(In millions) 

Types of Fees 

Audit Fees'ai 
Audit-Related Fees*" 
Tax Feest̂ i 

Total Fees: 

Duke Energy Carolinas 

2 0 H 2010 

$3.9 
1.2 
0.1 

$5.2 

$4.2 
1.1 
0,4 

$5.7 

Duke Energy Ohio 

2011 2010 

$2.1 $1.8 
0.7 0.4 
— 0.2 

$2.8 $2.4 

Duke Energy Indiana 

2011 2010 

$1.1 $1.3 
0.4 0.3 
— 0.1 

$1.5 $1.7 

(a) Audit Fera are lees billed or eitp^cted lo be liilled for prdessional services for tl̂ e audit of Duke Energy and the Subsidiary Resstrants' finandal statemerte included in the annual lepcrt 
on Form 10-K and the review of Rnancial slatements included in quarterly reports on Form 10-Q, for services that are normally provided tjy Deloitte in connection with statutory, 
regulatory or other filings or engagetnerts « far any other setvice perianned by Deloitte to comply with generatly axepted atjditng standards. 

(b) Audit-Related Fees are fees for assurance and related services that are reasonably related to the performance of an audit or review of financial stalements, including assistance with 
acquisitions and divesti'tures and Intemal control rwiews. 

(c) Tax Fees are fees for tax return assistance and preparation, tax examination assistance, and professional sen/ices related to tax planning and tax strategy. 

To saf^ard the continued independence of tfie independent auditor, tfie Duke Energy Audit Committee adopted a policy tfiat provides 
tfiat ttie independent public accountants are only permitted to provide services to Duke Energy and its consolidated subsidiaries, including tfie 
Subsidiary Registrants that have been pr&-af^roved bji the Duke Energ/ Audit Committee. Pursuant to the pollcv, detailed audit services, audit-
related sen/ices, tax sen/ices and certain other services have been specifically pre-approved up to certain fee limits. In the event that the cost of 
any of these services may exceed the pre-approved limits, the Duke Energy Audit Committee must pre-approve the service. All other services 
that are not prohibited pursuant to the Securities and Exchange Cor^mlssion's or other applicable regulatory bodies' rules of regulations must be 
specifically pre-approved bythe Duke Energy Audit Committee. All ser\/ices performed in 2011 and 2010 by the independent public 
accountant were approved by the Duke Energy Audit Committee purauant to te pre-approval policy. 
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PART IV 

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES. 

(a) Consolidated Finandal Statements, Supplemental Financial Data and Supplemental Schedules included in Part II of this annual report 
are as follows: ' 

Duke Enet^ Corporation: 
Consolidated Financial Statements 
Consolidated Statements of Operationsfor the Years Ended December 31, 2011, 2010 and 2009 
Consolidated Balance Sheets as of December 31. 2011 and 2010 
Consolidated Statements of Cash Flows forthe Years Ended DecemberSl, 2011, 2010 and 2009 
Consolidated Statements of Equity and Comprehensive Income for the Years ended December 31, 2011, 2010 and 2009 
Notes to the Consolidated Financial Statements • 
Quarterly Financial Data, {unaudited, Included In Note 24 to the Consolidated Financial Statements) 
Consolidated Rnancial Statement Schedule I — Condensed Parent Company Financial Information for the Years Ended 
DecemberSl, 2011, 2010 and 2009 
Consolidated Financial Statement Schedule II — Valuation and Qualifying Accounts and Reserves for the Years Ended 
DecemberSl, 2011, 2010 and 2009 
Report of Independent Registered Public Accounting Firm 

Duke Energy Carolinas, LLC: 
Consolidated Financial Statements 
Consolidated Statements of Operations for the Years Ended DecemberSl, 2011, 2010 and 2009 
Consolidated Balance Sheets as of December 31, 2011 and 2010 
Consolidated Statements of Cash Flows for the Years Ended DecemberSl', 2011, 2010 and 2009 
Consolidated Statements of Member's Equity and Comprehensive Income for the Years ended DecemberSl, 2011, 2010 
and 2009 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data, {unaudited, included in Note 24 to the Consolidated Financial Statements} 
Consolidated Financlai Statement Schedule II — Valuation and Qualifying Accounts and Reserves for the Years Ended 
December 31, 2011, 2010 and.2009 
Report of Independent Registered Public Accounting Firm 
All other schedules are omitted because they are not required, or because the required information is included in the 
Consolidated Financial Statements or Notes. 

Duke Energy Ohio, Inc: 
Consolidated Financial Statements 
Consolidated Statements of Operations for the Years Ended December 31, 2011, 2010 and 2009 
Consolidated Balance Stieets as of December 31, 2011 and 2010 
Consolidated Statements of Cash Flows for the Years Ended DecemberSl, 2011, 2010 and 2009 
Consolidated.Statements of Common Stockholder's Equity and Comprehensive Income for the Years Ended DecemberSl, 
2011, 2010 and 2009 
Notes to the Consolidated Financial Statements 
Quarterly.Financial Data (unaudited, included in Note 24 to the Consolidated Financial Statements) 
Consolidated Financial Statement Schedule II — Valuation and Qualifying Accounts and Resen/es for the Years Ended 
DecemberSl, 2011, 2010 and 2009 
Report of Independent Registered Public Accounting Firm 
All other schedules are omitted because they are not required, or because the required information is Included in the 
Consolidated Financial Statements or Notes. 

Duke Energy Indiana, Inc: 
Consolidated Financial Statements 
Consolidated Statements of Operations for the Years Ended December 31, 2011, 2010 and 2009 
Consolidated Balance Sheets asof December 31, 2011 and 2010 
Consolidated Statements of Cash Flows for the Years Ended DecemberSl, 2011, 2010and 2009 
Consolidated Slatementsof Common Stockholder's Equity and Comprehensive Income for the Years Ended DecemberSl, 
2011, 2010 and 2009 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data {unaudited, included In Note 24 to the Consolidated Financial Statements) 
Consolidated Financial Statement Schedule II ~ Valuation and Qualifying Accounts and Resen/es for the Years Ended 
DecemberSl, 2011, 2010 and 2009 
Report of Independent Registered Public Accounting Firm 
All other schedules are omitted because they are not required, or because the required information Is included in the 
Consolidated Financial Statements or Notes. 

(b) Exhibits—See Exhibit Index immediately foliowing the signature page. 
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PART IV 

SIGNATURES 

Pursuant to ttie requirements of Section 13 or 15(d) of the Securities Exctiange Act of 1934, the registrants have duly caused this 

report to be signed on their behalf by the undersigned thereunto duly authorized. 

Date: February 28, 2012 

DUKE ENERGY CORPORATION 

(Registrants) 

By, /s/ JAMES E. ROGERS 

James E. Rogers 
Chairman, President and 
Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on 

behalf of the re^strant and in the capacities and on the date indicated. 

i\) /s/ James E. Rogers 

James E, Rogers 

Chairman, President and Chief Executive Officer (Principal Executive Officer and Director) 

(ii) /s/Lynn J. Good 
Lynn J. Good 

Group Executive and Chief Financial Officer (Principal Financial Officer) 

(iii) /s/ Steven K. Young 
Steven K. Young 

Senior Vice President and Controller (Principal Accounting Officer) 

(iv) Directors: 

William Bamet, III* 

Ann M.Gray* 

G.AIexBemhardt, Sr.* 

James H, Hance, Jr.* 

Michael G. Browning* 

E. James Reinsch* 

Daniel R. DiMicco* 

James T. Rhodes* 

John H. Forsgren* 

Philip R. Sharp* 

Date: February 28, 2012 

Lynn J. Good, by signing her name hereto, does hereby sign this document on behalf ofthe registrant and on behalf of each ofthe above-

named persons previously indicated by asterisk pursuant to a power of attorney duly executed by the registrant and such persons, filed with the 

Securities and Exchange Commission as an exhibit hereto. 

By; Is/ LYNN J. GOOD 

Attome^-ln-Fact 
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PART IV 

SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the re^strant has duly caused this 

report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Date: Februaty 28,2012 

DUKE ENERGY CAROLINAS, LLC 

(Registrant) 

By: /s/ JAMES E. ROGERS 

James E. Rogers 
Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed b^ow by the following persons on 

behalf of the re^strant and in tiie capacities and on the date indicated. 

(i) fs/ James E. Refers 

James E. Refers 

Chief Executive Officer (Principal Executive Officer) 

(il) /&'Lynn J. Good -

Lynn J. Good 

Chief Financial Officer (Principal Financial Officer) 

(ill) /^Steven K. Young 

Steven K, Young 

Senior Vice President and Controller {Principal Accounting Officer) 

(iv) Directors: 

/&'James E. Rogers 

James E. Rogers 

/s/ Lynn J. Good 
Lynn J. Good 

/si Marc E. Manly 

Marc E. Manly 

Date: Febnjary 28, 2012 ' 
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PART IV 

SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused tills 
report to be signed on its behatf by Vne undersigned, thereunto duly authorized. 

Date: February 28, 2012 

DUKEENERGYOHIO, INC. 

(Registrant) 

By; /s/ JAMES E. ROGERS 

James E. Rogers 
Chief Executive Officer 

Pursuant lo the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following pwsons on 

behatf of the registrant and in the capacities and on the date indicated. 

(i) /s/James E, Rc^rs 

James E. Rogers 
Chief Executive Officer (Principal Executive Officer) 

(ii) /s/Lynn J. Good 

Lynn J. Good 

Chief Financial Officer {Principal Financial Officer) 

(iii) /s/Steven K. Young 

Stejen K. Young 

Senior Vice President and Controller (Principal Accounting Officer) 

(iv) Directors: 

/s/ James E, Rogers 

James E. Rogers 

/s/ Lynn J. Good 
Lynn J. Good 

/si Marc E. Manly 
Marc E. Manly 

Date: February 28, 2012 
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PART IV 

SIGNATURES 

Pursuant to the requirements of Sectim 13 or 15(d) of the Securities Exchange Act ctf 1934, tiie registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Date: February 28, 2012 

DUKE ENERGY INDIANA, INC. 

(Registrant) 

By: M JAMES E. ROGERS 

James E. Rogers 
Chief Executive Officer 

Pursuant to the requirements of the Securities Exdiange Act of 1934, this report has been signed below by the following persons on 
behalf of the registrant and in the capacities and on the date indicated. 

(i) /$/James E, Rogers 

James E. Rogers 

Chief Executive Officer (Principal Executive Officer) 

(ii) / ^ Lynn J. Good 

Lynn J. Good 

Chief Financial Officer (Principal Rnancial Officer) 

{ill)/s'Steven K. Young 

Steven K. Young 

Senior Vice President and Controller (Principal Accounting Officer) 

(iv) Directors: 

/s/Kelley A. Kam 

Kelley A. Karn 

IsJ Douglas F.. Esamann 
Douglas F. Esamann 

Is! Marc E. Manly 

Marc E. Manly 

C>ate: February 28, 2012 
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PART IV 

EXHIBIT INDEX 

Exhibits filed herev^ith are designated by an asterisk (*). All exhibits not so designated are incorporated by reference to a prior filing, as 

indicated. Items constituting management contracts or compensatory plans or arrangements are designated by a double asterisk (**). The 

Company agrees to furnish upon request to the Commission a copy of any omitted schedules or exhibits upon request w i all Items designated 

by a triple asterisk (***). 

Exhibit Duke Energy Duke Energy Duke Energy 
Number ^ _ _ _ ^'^^^ Energy Carolinas Ohio Indiana 

2.1 Agreement and Plan of Merger, dated as of May 8, 2005, as amended as X X 
of July 11, 2005, as of October 3, 2005 and as of March 30, 2006, by 
and among the regstrant, Duke Eriergy Corporation, Cinergy Corp., Deer 
Acquisition Corp,, and Cougar Acquisition Corp, (filed with Form 8-K of 
Duke Energy Coiporation, File No. 1-32S53, April 4, 2006, as Exhibit 2-
1). • 

2.2 Separation and Distribution Agreement, dated as of December 13, 2006, K 
by and between Duke Energy Corporation and Spectra Energy Corp (filed 
with the Form 8-K of Duke Energy Corporation, File 
No. 1-32853, December 15, 2006, as Exhibit 2.1). 

2.3 Agreement and Plan of Merger by and among Duke Energy Corporation, X 
Diamond Acquisition Corporation and Progress Ener©', Inc. dated as of 
January 8, 2011 (filed with the Form B-K of Duke Energy Corporation, File 
No. 1-32583, January 11 , 2011). 

3.1 Amended and restated Certificate of Incorporation (filed with the Form S-K X 
of Duke Energy Corporation, File No. 1-32353, April 4, 2006, as Exhibit 3-
1). 

3.2 Articles of Organization Including Articles of Conversion (filed with Form 8^K 
of reglsfant, File No. 1-4928, April 7, 2006, as exhibit 3.1). 

3.2.1 Amended Certificate of Incorporation, effective October 1, 2006 (filed with 
the Form lO-Q of the registrant for the quarter ended September 30, 2006, 
File No. 1-4928, as exhibit 3.1). 

3.3 Amended Articles of Incorporation of Duke Energy Ohio, Inc. effective 
October 23, 1996 (filed with Form 10-Q of Duke Energy Ohio, Inc. 
(formerly The Cincinnati Gas 8i Electric Company) for the quarter ended 
September 30, 1996, File No. 1-1232). 

3,3.1 Amended Articles of Consolidation, effective October 1,2006 (filed with 
Form 10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Electric Company) for the quarter ended September 30, 2005, File No. 1-
1232), 

3.4 Amended Articles of Consolidation of PSI, as amended April 20 ,1995 (filed 
with Form lO-Q of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.) for 
the quarter ended June 30, 1995, File No. 1-3543). 

3.4.1 Amendment to Article D ofthe Amended Articles of Consolidation of PSI, 
effective July 10,1997 (filed with Form 10-K of Duke Energy Indiana, Inc. 
(formerly PSI Energy, inc.) for the year ended DecemberSl, 1997, File No 
1-3543). 

3.4.2 Amended Articles of Consolidation, effective October 1, 2006 (filed with 
Form lO-Q of DuKe Energy Indiana, Inc. (formetly PSI Energy, Inc.) for the 
quarterended September30, 2006, File No. 1-3543). 

3.5 Amended and Restated By-Laws of registrant (filed with the Form S-K of 
Duke Enet^ Corporation, File No, 1-32853, March 3, 2008, as Exhibit 
3,1). 

3.6 Limited Liability Ojmpany Operating Agreement (filed with Form 8-K of 
regstrant. File No. 1-4928, April 7, 2006, as exhlhlt 3.1). 
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Exhibit Duke Energy Duke Energy Duke Energy 
Number Duke Energy Carolinas Ohio Indiana 

3.7 Regulations of Duke Energy Ohio, Inc., as amended on July 23, 2003 (filed X 
with Form 10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Electric Company) for the quarter ended June 30, 2003, File No. 1-1232). 

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

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

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

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

4.1.3 Thirty-fourth Supplemental Indenture between Duke Energy Ohio, Inc. and X 
The Bank of New Yoh< dated as of October 1,1993 (filed with Form 10-Q 
of Duke Energy Ohio, Inc, (formerly The Cincinnati Gas & Electric Company) 
for the quarter ended September 30, 1993, File No. 1-1232). 

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

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

4.1.6 Thirty-seventh Supplemental Indenture between Duke Energy Ohio, Inc. X 
and The Bank of New York dated as of October 14, 1996 (filed with Form 
lO-K of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric 
Company) for the year ended DecemberSl, 1996, File No. 1-1232). 

4.1.7 Thirty-eighth Supplemental Indenture between Duke Energy Ohio, Inc. and X 
The Bank of Mew York dated as of February 1, 2001 (filed with Fonn lO-Q 
of Duke Energy Ohio, Inc. (formeriy The Cincinnati Gas & Electric C>3mpany) 

forthequarterended MarchSl, 2001, FileNo. 1-1232). • 

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

4.2 Original Indenture (Rrst Mortage Bonds) dated September 1,1939, X 
between PSI and The Rrst Nati'onal Bank of Chicago, as Trustee, and 
LaSalle National Bank, as Successor Trustee (filed as Exhibit A-Part 5 in RIe 
No. 70-258 Supplemental Indenture dated March 30, 1984). 

4.2.1 Forty-second Supplemental Indenture between PSI and LaSalle Nati'onal X 
Bank dated August 1, 1988 (filed with Form 10-K of Duke Energy Indiana, 
Inc. (formeriy PSI Energy, Inc.) for the year ended December 31,1988, RIe 
No. 1-3543). 
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Exhibit Ouke Energy Duke Energy Duke Energy 

Number _ _ _ ^ _ _ _ _ _ _ ^ ^ _ _ ^ _ ^ ^^^^ Energy Carolinas Ohio Indiana 

4.2.2 Fotiy-fairth Supplemental Indenture between PSI and LaSalle National K 

Bank dated March 15, 1990 (filed with Form 10-K of Duke Energy 
Indiana, Inc. (fomneriy PSI Energy, Inc.) for the year ended DecemberSl, 
1990, FileNo. 1-3543), 

4.2.3 Forty-fifth Supplemental Indenture between PSI and LaSalle National Bank K 
dated March 15.1990 (filed with Form 10-K of Duke Energy Indiana, Inc. 
(formerly PSI Energy, Inc.) for the year ended December 31 .1990, File No. 
1-3543). 

4.2.4 Forty-sixth Supplemental Indenture between PSI and LaSalle National Bank X 
dated June 1,1990 (filed with Form 10-Kof Duke Energy Indiana, Inc. 
(formeriy PSI Energy, Inc.) for the year ended DecemberSl, 1991, FileNo. 
1-3543). 

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

4.2.6 Forty-eighth Supplemental Indenture between PSI and LaSalle National X , 
Bank dated July 15,1992 (filed with Fonn 10-K of Duke Energy Indiana, 
Inc. (formerly PSI Energ/, Inc.) for the year ended December 31,1992, RIe 
No. 1-3543). 

4.2.7 Forty-ninth Supplemental Indenture between PSI and LaSalle National Bank X 
dated Febnjary 15,1993 (filed with Form 10-K of Duke Energy Indiana, 
Inc, (formerly PSI Energy, Inc.) forthe year ended DecemberSl, 1992, RIe 
No. 1-3543). 

4.2.8 Fiftieth Supplemental Indentjre between PSI and LaSalle National Bank X 
dated Februaty 15,1993 (filed with Fom 10-K of Duke Energy Indiana, 
Inc. (formerly PSI Energy, Inc.) for tine year ended DecemberSl, 1992, File 
No. 1-3543). 

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

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

4.2.11 Fifty-third Supplemental Indenture between PSI and LaSalle National Bank X 
dated June 15, 2001 (filed with Form 10-Q of Ouke Energy Indiana, Inc. 
(formerly PSI Energy, Inc.) forthequarterended June 30, 2001, File No. 
1-3543). 

4.2.12 Fifty-fourth Supplemental Indenture dated as of September 1, 2002, X 
between PSI and LaSalle Bank National Association, as Trustee (filed with 
Forni 10-Q of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the 
quarterended September30, 2002, File No. 1-3543). 

4.2.13 Fifty-fifth Supplemental Indenture between PSI and LaSalle National Bank X 
dated Februaty 15, 2003 (filed with Form 10-Q ot DukeEnergy Indiana, 
Inc. (fonnerly PSI Energy, Inc.) for the quarter ended September 30, 2003, 
FileNo. 1-3543), 

4.2.14 Rf^-Slxth Supplemental Indenture dated asof December 1, 2004, between X 
PSI and LaSalle Bank National Association, as Trustee (filed with Form 
10-K of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the year 
ended December 3 1 , 2004, RIe No. 1-3543). 
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Exhibit Duke Energy Duke Energy Duke Energy 
Number Duke Energy Carolinas Ohio Indiana 

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

4.4 Indenture dated November 15,1996, between PSI and The Fifth Third X 
Bank, as Trustee (filed with Form 10-K of Duke Energy Indiana, Inc. 
(formerly PSI Energy, Inc.) for the year ended DecemberSl, 1996, RIe No. 
1-3543). 

4.4.1 First Supplemental Indenture dated November 15,1996, between PSI and X 
The FIftii Third Bank, as Trustee (filed with Form 10-K of Duke Energy 
Indiana, Inc. (fomierSy PSI Energy, Inc.) for the year ended December 3 1 , 
1996, FileNo. 1-3543). 

4.4.2 Third Supplemental Indenture dated as of March 15,1998, tetween PSI X 
and The Fifth Third Bank, as Trustee (filed with Form 10-K of Duke Energy 
Indiana, Inc. (formerly PSI Energy, Inc.) for the year ended DecemberSl, 
1997, File No. 1-3543). 

4.4.3 Fourth Supplemental Indenture dated as of August 5] 1998, between PSI , ' X 
and The Fifth Third Bank, as Trustee (filed with Form 10-Q of Duke Energy 
Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter ended June 30, 
1998, RIe No. 1-3543). 

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

4.4.5 Sixth Supplemental Indentijre dated as of April 30,1999, between PSI and X 
The Fifth Third Bank, as Trustee (filed with Pom 10-Q of Duke Energy 
Indiana, Inc. (formeriy PSI Energy, Inc.) for the quarter ended March 3 1 , 
1999, RIe No. 1-3543). 

4.4.6 Seventh Supplemental Indenture dated as of October 20,1999, between X 
PSI and The Rfth Third Bank, as Trustee (filed with Form 10-Q of Duke 
Energy Indiana, Inc. (formeriy PSI Energy, Inc.) for the quarter ended 
September 30, 1999, RIe No. 1-3543). 

4.4.7 Eighth Supplemental Indenture dated as of September 23, 2003, between X 
PSI and The Fifth Third Bank, as Tmstee (filed with Forni 10-Q of Duke 
Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter ended 
September 30, 2003, File No. 1-3543). 

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

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

4.6 Twenty-fifth Supplemental Indentijre between PSI and The Rrsi National X 
Bank of Chicago dated September 1,1978 (filed with the registration 
statement of Dukfi Energy Indiana, Inc. (formerly PSI Energy, Inc.), RIe No. 
2-62543). 

4.6.1 Thirty-fifth Supplemental Indenture between PSI and The First National • X 
Bank of Chicago dated March 30,1984 (filed with Forni 10-K of Duke 
Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the year ended 
December 31,1984, File No. 1-3543), 
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Exhibit 
Number 

' ' '•'''-•-r'-':^.^.----'---.-'^i.r.-¥S'fi-''i&:*f'^^^ 

Duke Energy Duke Energy Duke Energy 
Duke Energy Carolinas Otiio Indiana 

4.7 Loan Agreement between Duke Energy Ohio, Inc. and the State of Ohio Air 
Quality Development Authority dated August 1, 2001 (fiied w'lth the Form 
10-Q of Duke Energy Ohio, Inc. (formeriy The Cincinnati Gas & Electric 
Company) for the quarter ended September 30, 2001, File No. 1-1232). 

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

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

4.9.1 Rrst Supplemental Indenture between Duke Energy Ohio, Inc. and The Rfth 
Third Bank dated as of June 1,1995 (filed with the Forni l O Q of Duke 
Ener^ Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the 
quarter ended June 3 0 1995, RIe No. 1-1232). 

4.9.2 Second Supplemental Indenture between Duke Energy Ohio, Inc. and The 
Fiftii Third Bank dated as of June 30,1995 (filed with the re^'stration 
statement on Forni S-A, filed on July 24,1995, RIe No. 1-1232), 

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

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

4.9.5 Fifth Supplemental Indenture between Duke Energy Ohio, Inc. and The 
Rfth Third Bank dated as of June 9, 1998 (filed with the Form 10-Q of 
Duke Energy Ohio, Inc. (formeriy The Cincinnati Gas & Electric Company) 
for the quarter ended June 30,1998, FileNo. 1-1232). 

4.9.6 Sixth Supplemental Indenture between Duke Energy Ohio, Inc. and The 
Rfth Third Bank dated as of September 15, 2002 (filed with the Form 10-
Q ot Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric 
Company) for tiie quarter ended September 30, 2002, RIe No. 1-1232). 

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

4.10 IndentiLire (Secured Wledlum-term Notes, Series B), dated July 15, 1992, 
between PSI and LaSalle National Bank, as Trustee (filed with Fonm 10-fVA 
No. 2 of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the year 
ended December 31,1992, filed on July 15,1993, File No. 1-3543). 

4.11 Loan /^reement between Duke Energy Ohio, Inc. and the Ohio Air Quality 
Development Authority dated as of September 1, 2002 (filed with the Form 
10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electiic 
Company) forthe quarter ended September 30, 2002, File No. 1-1232), 

4.12 Loan Agreement between PSI and the City of Princeton, Indiana dated as of 
November 7, 1996 (filed with Form 10-Q of Duke Energy Indiana, Inc. 
(fonnerly PSI Energy, Inc.) for the quarter ended September 30,1996, File 
No. 1-3543). 
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Exhibit 
Number 

Duke Energy Duke Energy Duke Enet^ 
Duke Energy C3n>linas Ohio Indiana 

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

4.14 Loan Agreement between PSI and the City of Princeton, Indiana dated asof 
Febmary 1,1997 (filed with Form 10-K of Duke Energy Indiana, Inc. 
(formeriy PSI Energy, Inc.) for the year ended DecemberSl. 1996, RIe No. 
1-3543). 

4.15 Loan Agreement between Duke Energ/ Ohio, Inc. and the Ohio Air Qualily 
Development Autiiority dated as of November 1, 2004, relating fo Series B 
(filed with tiie Form 8-K of Duke Energy Ohio, Inc. (formerly The Cincinnati 
Gas & Electric Company), filed on November 19, 2004, File No. M 2 3 2 ) . 

4.16 Unsecured Promissory Note dated October 14,1998, between PSI and the 
Rural Utilities Service (filed with Form 10-K of Duke Energy Indiana, Inc. 
(formerly PSI Energy, Inc.) for the year ended DecemberSl, 1998, FileNo. 
1-3543). 

4.17 Loan Agreement between PSI and the Indiana Development Rnance 
Authority dated as of July 15, 1998 (filed with Fomi 10-Qof Duke Energy 
Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter ended June 30, 
1998, File No. 1-3543). 

4.18 Loan Agreement between PSI and the Indiana Deveiopment Finance 
Authority dated as of May 1, 2000 (filed with Fomi 10-Q of Duke Eneigy 
Indiana, Inc. (formerly PSI Energy, Inc.) for tiie quarter ended June 30, 
2000, File No. 1-3543). 

4.19 Loan Agreement between PSI and the Indiana Development Rnance 
AutiioritydatedasofSeptember 1,2002 (filed with Form 10-Qof Duke 
Energy Indiana, Inc. (formerly PSI Ener^, Inc.) for the quarter ended 
September 30, 2002 RIe No. 1-3543). 

4.20 Loan Agreement between PSI and the Indiana Development Rnance 
Authority dated as of September 1, 2002 (filed with Form 10-Q of Duke 
Energy Indiana, Inc. (formerly PSI Energy, Inc.) for the quarter ended 
September 30, 2002, RIe No. 1-3543). 

4.21 Loan /^reement between PSI and t ie Indiana Development Rnance 
Authority dated as of February 15, 2003 (filed with Form 10-Qof Duke 
Energy Indiana, Inc. (formerly PSI Energy, inc.) for the quarter ended 
March 3 1 , 2003, RIe No. 1-3543). 

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

4.23 6.403% Subordinated Note between PSI and Cinergy Corp., dated 
February 5, 2003 (filed with Fomi 10-Qof Duke Energy Indiana, Inc. 
(formeriy PSI Energy, Inc.) for the quarter ended March 3 1 , 2003, RIe No, 
1-3543). 

4.24 Loan Agreement between PSI and tiie Indiana Development Rnance 
Authority dated as of December 1, 2004, relating to Series 2004B (filed 
with Form 8-K of Duke Energy Indiana, Inc. (formerly PSI Energy, Inc.), 
filed on December 9, 2004, RIe No. 1-3543). 

4.25 Loan Agreement between PSI and the Indiana Development Rnance 
Authority dated as of December 1,2004, relating to Series 2Q04C (filed 
with Form 8-K of Duke Energy Indiana, Inc. (formeriy PSI Energy, Inc.), 
filed on December 9, 2004, RIe No. 1-3543). 
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4.26 Form of Sixth Supplemental Indentijre, dated as of November 17, 2011, to X 
the Indenture, dated as of June 3, 2008, between Duke Energy Corporation 
and The Bank of New York Mellon Tnjst Company, N.A., as Trustee (filed 
with Forni 8-Kof DukeEnergy Corporation, November 17, 2011, RIe No. 
1-32S53, as Exhibit 4.1). 

4.27 Form of Fifth Supplemental Indenture, dated asof August 25, 2011, to the X 
Indenture, dated asof June 3, 2008, between Duke Energ/ Corporation 
and The Bank of New Yori< Mellon Taist Company, N.A., as Trustee [filed 
with Form 8-Kof Duke Energy Corporation, August 25, 2011, RIe No. l -
32583, Exhibit 4.1). 

4.28 Ninety-tiiird Supplemental Indenture dated as of May 19, 2011 between X 
the Company and The Bank of New York Mellon Trust Company, N.A., as 
Trustee (filed witii Forni 8-K of Duke Ener^ Carolinas, May 19, 2011, RIe 
No. 1-04928, as Exhibit 4.1). 

4.29 Ninety-fourth Supplemental Indenture dated asof Decembers, 2011 X 
between Duke Energy Carolinas, LLC and The Bank of New York Mellon 
Trust Company, N.A., as Trustee (filed with Form 8-K of Duke Energy 
Carolinas, December 3, 2011, RIe No. 1-04928, as Exhibit 4.1). 

10.1 Purchase and Sale Agreement dated asof January 8, 2006, by and among X 
Duke Energ/Americas, LLC, and LSP Bay II Harbor Holding, LLC (filed 
with the Form 10-Qof tiie registi'ant for ttie quarter ended March 3 1 , 
2006, RIe No, 1-32853, as Exhibit 10.2). 

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

10.2 Purchase and Sale Agreementdated as of January 8, 2006, by and among X 
Duke Energy Americas, LLC, and LSP Bay 11 Harbor Holding, LLC (filed 
with Form 10-Q of Duke Energy Corporation (fomieriy known as Duke 
Energ/HoldingCorp.)forUiequarterended March 3 1 , 2006, RIe No. 1- ' 
32853, as exhibit 10.2). 

10.2.1 Amendment to Purchase and Sale Agreement, dated as of May 4, 2006, by X 
and among Duke Energy Americas, LLC, LS Power Generatibn, LLC 
(formeriy known as LSP Bay 11 Harbor Holding, LLC), LSP Gen Rnance Co, 
LLC, LSP Soutii Bay Holdings, LLC, LSP Oakland Holdings, LLC, and LSP 
Mon^ Bay Holdings, LLC (filed with Fomi 10-Q of Duke Energy Corporafion 
(fomieriy known as Duke Energy Holding Corp.) for ttie quarter ended 
March 3 1 , 2006, RIe No. 1-32853, as exhibit 10.2.1 

10.3 Employment Agreement dated February 4, 2004, among Cinergy Corp., X 
Duke Energy Ohio, Inc., and Duke Energy, Indiana, Inc., and James E. 
Rogers (filed with Form 10-K of Duke Energy Ohio, Inc. (formerly The 
Cincinnati GasS Electric Company) for the year ended DecemberSl, 
2003, RIe No. 1-1232). 

10.4 Employment Agreement dated February 4, 2004, among Cinergy Corp., X 
The Cincinnati Gas & Electric Company (CG&E), and PSI, and James E. 
Rogers (filed with Fom 10-Q of Duke Energy Indiana, Inc. (formerly PSI 
Energy, Inc.) for the quarter ended September 30, 1996, FileNo. 1-3543). 

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

1 0 , 5 . 1 * * Amendmentto Directors' Charitable Giving Prc^am dated June 18, 1997 X 
(filed with Form 10-K of Duke Energy Carolinas, LLC for the year ended 
DecemberSl, 2003, RIe No. 1-4928, as Exhibit 10-1.1). 
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10.5.2** Amendmentto Directors' Charitable Giving Program dated July 28, 1997 X 
(filed with Form 10-K of Duke Energy Carolinas, LLC for the year ended 
DecemberSl, 2003, File No. 1-4928, as Exhibft 10-1.2). 

10.5,3** Amendment to Directors' Charitable Giving Program dated Februaiy 18, X 
1998 (filed with Form 10-K of Duke Energy Carolinas, LLC for the year 
ended December 3 1 , 2003, File No. 1-4928, as Exhibit 10-1.3). 

10.6 Rfteenth Supplemental Indenture, dated as of April 3, 2006, amongthe X 
registrant, Duke Energy and JPMorgan Chase Bank, N.A. (as successor to 
Guaran^ Tnjst Company of New York), as trustee (the "Trustee"), 
supplementing the Senior Indenture, dated asof September 1, 1998, 
between Duke Power Company LLC (formeriy Duke Energy Corporation) 
and the Trustee (filed with Form 10-Q of Duke Energy Corporation, RIe No. 
1-32853, August 9, 2006, as exhibit 10.1). 

10.7 Amended and Restated Employment Agreementdated October 11,2002, X 
among Cinergy Corp., Services, Duke Energy Ohio, Inc., and Duke Energy 
Indiana, Inc., and William J. Grealis (filed with Form 10-K of Duke Ehergy 
Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the year 
ended DecemberSl, 2002, File No. 1-1232). 

10.7.1 Amended Employment Agreement effective December 17,2003 to ' X 
Employment Agreemeni dated October 1 1 , 2002, among Cinergy Corp,, 
Sen îces, Duke Energy Ohio, Inc., and Duke Energy Indiana, Inc., and 
William J. Grealis (filed with Fonn 10-K of Duke Energy Ohio, Inc. (fomieriy 
The Cincinnati Gas & Electi'ic Company) for the year ended DecemberSl, 
2002, FileNo. 1-1232). 

10.8 Amended and Restated Employment Agreement dated October 11 , 2002, ' X 
among Ciriergy Corp., Sen/ices, CG&E, and PSI, and William J. Grealis 
(filed with Form 10-Q of Duke Energy Indiana, Inc. (formerly PSI Energy, 
Inc.) tor the quarter ended September 30, 1996, RIe No. 1-3543). 

lO.S. l Amended Employment /Agreement effective December 17, 2003 to ' X 
Employment Agreement dated October 11, 2002, among Cinergy Corp., 
Sen/ices, CG&E, and PSI, and William J. Grealis (filed with Form 10-Q of 
DukeEnergy Indiana, Inc. (formeriy PSI Energy, Inc.)forthequarterended 
September 30, 1996, RIe No. 1-3543). 

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

10.10 Agreements with Piedmont Electric Membership Corporation, Rutherford X 
Electric Membership Corporation and Blue Ridge Electi'ic Membership 
Corporation to provide wholesale electi'icity and related power scheduling 
sen/lcesfrom September 1, 2006 through DecemberSl, 2021 (filed witii 
Form 10-Qof Duke Energy Corporation, FileNo. 1-32853, August 9, 
2006, as exhibit 10.15). 

10.11 Amended and Restated Employment Agreementdated October 1, 2002, X 
among Cinergy Corp., Sen-ices, Duke Energy Ohio, Inc., and Duke Energy 
Indiana, Inc., and Donald B. Ingle, Jr. (filed witti Form lO-K of Duke 
Energy Ohio, Inc. (formeriy The Cincinnati Gas& Electric Company) for the 
yearendedDecember31,2002,FileNo. 1-1232). 

10.12 Amended and Restated Employment Agreement dated October 1, 2002, X 
among Cinergy Corp., Services, CG&E, and PSI, and Donald B. Ingle, Jr. 
(filed with Form 10-Q of Duke Energy Indiana, Inc. (fomieriy PSI Energy, 
Inc.) for the quarter ended September 30, 1996, RIe No. 1-3543). 

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

10.15 Amended and Restated Employment Agreementdated September 12, K 
2002, among Cinergy Corp,, Sen/ices, Duke Energy Ohio, Inc., and Duke 
Energy Indiana, Inc., and Michael J. Cynus (filed witti Form 10-K of Duke 
Energy Ohio, Inc. (formeriy The Cincinnati Gas& Electric Company) for the 
yearended December31, 2002, RIe No. 1-1232). 

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

10.15.2 Form of amendment to employment agreement, adopted and effective X 
December 14, 2005, between Seivlces and each of Michael J. Cyrus and 
James L. Turner (filed with Form 10-K of Duke Energy Ohio, Inc. (formerly 
The Cincinnati Gas & Electric Company) for the year ended DecemberSl, 
2002, RIe No. 1-1232). 

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

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

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

10.17** Duke Ener^ Corporation Executive Savings Plan, as amended and restated X 
(filed with Forni 8-K of Duke Energy Corporation, October 3 1 , 2007, RIe 
No. 1-32853, as Exhibit 10.1 

10.18 Asset Purchase Agreement by and Between Saluda River Electric X 
Cooperative, Inc., as Seller, and Duke Energy Carolinas, LLC, as Purchaser, 
dated December 20, 2006 (filed with the Form 8-K of the registrant, RIe 
No. 1-4928, December27, 2006, as exhibft 10.1). 

10.19 Amended and Restated Employment Agreement dated September 24, X ' 
2002, among Cinergy Corp., Services, Duke Energy Ohio, Inc., and Duke 
Energy Indiana, Inc., and James L Turner (filed with Fomi 10-K of Duke 
Energy Ohio, Inc. (formerly The Cincinnati Gas & Electi'ic Company) for the 
year ended December 3 1 , 2003, RIe No. 1-1232). 
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10.19.1 Amended Employment Agreement effective December 17, 2003 to X 
Employment Agreement dated September 24, 2002, among Cinergy 
Corp., Services, Duke Energy Ohio, Inc, and Duke Energy Indiana, inc., 
and James L. Turner (filed with Form 10-K of Duke Energy Ohio, Inc. 
(formerly The Cincinnati Gas & Electric Company) for the year ended 
DecemberSl, 2003, RIe No. 1-1232). 

10.20 Amended and Restated Employment /^^reement dated September 24, ; X 
2002, among Cinergy Corp., Services, CG&E, and PSI, and James L. 
Turner (filed with Fonn 10-Q of Duke Energy Indiana, Inc. (formerly PSI 
Energy, Inc.) for the quarter ended September 30,1996, RIe No. 1-
3543). 

10.20.1 Amended Employment Agreement effective December 17,2003 to , . X 
Employment Agreement dated September 24, 2002, among Cinergy 
Corp., Services, CG&E, and PSI, and James L Turner (filed with Fonn 10-
Q of Duke Energy Indiana, Inc. (formerly PSI Energ/, Inc.) for the quarter 
ended September 30.1996, RIe No. 1-3543). 

1 0 . 2 1 * * Non-Qualified Option Agreement dated as of November 17, 2003 X 
pursuant to Duke Energy Corporation 1998 Long-Term Incentive Plan, by 
and between Ouke Energy Corporation and Paul M. Anderson (filed with 
Fomi 10-K of Duke Energy Carolinas, LLC for the year ended 
December 3 1 , 2004, File No. 1-4928, as Exhibit 10-18.4). 

10.22 Settlement between Duke Energy Corporation, Duke Energy Carolinas, LLC X 
and the U.S. Departmentof Justice resolving Duke Energy's used nuclear 
fuel litigafion against the U.S. Department of Energy dated as of March 6, 
2007 (filed with the Forni 8-K ot the registrant. File No. 1 -
4928, March 12, 2007, as item 8.01). 

10.23 Employment %-eement dated November 15, 2002, among Cinergy Corp., X 
Duke Energy Ohio, Inc., and Duke Energy Indiana, Inc. and Marc E. Manly 
(filed with Form 10-K of Duke Energy Ohio, Inc. (formeriy The Cincinnati 
Gas& Electric Company) for the year ended December 31 ,2003 , File No. 
1-1232). 

10.23.1 Amended Employment Agreement effecti've December 17, 2003 to X 
Employment Agreement dated November 15, 2002, among Cinergy Cbrp., 
Duke Energy Ohio, Inc, and Duke Ener^ Indiana, Inc., and Marc E. 
Manly (filed with Form 10-K of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Eleclric Company) lor the year ended 12/31A)3, RIe No. 
1-1232). 

10.24 Employment Agreement dated November 15,2002, among Cinergy Corp., . X 
CG&E, and PSI and Marc E. Manly (filed with Fom 10-Q of Duke Energy 
Indiana, Inc. (formerly PSI Energy, Inc.) forthe quarter ended 
September 30,1996, RIe No. 1-3543). 

10.24.1 Amended Employment jigreement effective December 17, 2003 to X 
Employment Agreement dated November 15, 2002, among Cinergy Corp., 
CG&E, and PSI. and Marc E. Manly (filed with Form 10-Q of Duke E n e ^ 
Indiana, Inc. (fonnerly PSI Energy, Inc.) for the quarter ended 
September 30, 1996, RIe No. 1-3543). 

10.25** Form of Phantom Stock Award Agreement dated February 28, 2005, X 
pursuant to Duke Energy Corporation 1998 Long-Term Incenfive Plan by 
and between Duke Ener^ Corporation and each of Fred J. Fowler, David 
L. Hauser, Jimmy W. Mogg and Ruth G. Shaw (filed with the Form 8-K of 
Duke Energy Carolinas, LLC, RIe No. 1-4928, February 28, 2005, as 
Exhibit 10-2). 
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10.26 Engineering, Procurement and Constnjction Agreement, dated July 1 1 , 
2007, by and between Duke Energy Carolinas, LLC and Stone &Webster 
National Engineering P.O. (filed witii the Forni 10-Q of tiie registrant, 
November 13,2007, RIe No. 1-4928, as Exhibit 10.1). (Portions of the 
exhibft have been omitted and filed separately with ttie Securities and 
Exchange Commission pursuant to a request for confidenfial treatment 
pursuant to Rule 24b-2 underthe Securities Exchange Act of 1934, as 
amended.) 

10.27 Defemed Compensation Agreement between Duke Energy Ohio, Inc and 
Jackson H. Randolph dated January 1,1992 (filed with Form lO-K of 
Duke Energy Ohio, Inc (fomieriy The Cincinnafi Gas & Electric Company) 
for the year ended DecemberSl, 1992, File No. M 2 3 2 ) . 

10.28 Deferred Compensation /^reement, effective as of January 1,1992, 
between PSI and James E. Rogers (filed with Form 10-Q of Duke Energy 
Indiana, Inc. (fonnerly PSI Energy, Inc.) for the quarter ended 
September 30, 1996, RIe No. 1-3543). 

10.29** Formof Phantom Stock Award %eement dated as of May 11, 2005, 
pursuant to Duke Energy Corporation 1993 Long-Term Incentive Plan by 
and bebveen Duke Energy Corporation and Jimmy W. Mogg. (filed with 
Form 10-Q of Duke Energy Carolinas, LLC for the quarter ended June 30, 
2005, RIe No. M 9 2 8 , as Exhibft 10-6). 

10.30 Amended and Restated Engineering, Procurement and {^instruction 
Agreement, dated February 20, 2008, by and between Duke Energy 
Carolinas, LLC and Stone & Webster National Engineering P.C. (filed with 
the Form 10-Q of the registrant, May 14, 2008, FileNo. 1-4928, as 
Exhibit 10.1). (Portions of the exhibft have been omitted and filed 
separately with the Securities and Exchange Commission pursuant to a 
request for confidential treatment pursuant to Rule 24b-2 under the 
Securities Exchange Act of 1934, as amended). 

10.31 Split Dollar Insurance Agreement, effective as of May 1,1993, between 
Duke Energy Ohio, Inc. and Jackson H. Randolph (filed with Form 10-K of 
Duke Energy Ohio, Inc. (fonmerly The Cincinnati Gas & Electric Company) 
for the year ended DecemberSl, 1994, FileNo. 1-1232). 

10.32 Split Dollar Life Insurance Agreement, effective as of January 1, 1992, 
between PSI and James E. Rogers (filed with Fonn 10-Q of Duke Enet^ 
Indiana, Inc. (fonnerly PSI Energy, Inc.) for the quarter ended 
September 30,1996. RIe No. 1-3543). 

10.32.1 First Amendmentto Split Dollar Life Insurance Agreement between PSI and 
James E. Rogers dated December 11,1992 (filed with Fonn 10-Qof 
Duke Energy Indiana, Inc. (fonnerly PSI Energy, Inc.) for the quarter ended 
September 30,1996, RIe No. 1-3543). 

10.33** Fomi of Phantom Stock Award Agreement dated as of May 12, 2005, 
pursuant to Duke Energy Corporation 1998 Long-Term Incentive Plan by 
and between Duke Energy Corporation and nonemployee directors (filed in 
Form 8-K of Duke Energy Carolinas, LLC, May 17, 2005, RIe No. 
1-4928, as Exhibit 10-1). 

10.34 Amended No. 1 to the Amended and Restated Credit Agreement (filed on 
Form 8-K of ttie registrant, March 12,2008, FileNo. 1-4928, as Exhibit 
10.1). 

10.35 Amended and Restated Supplemental Retirement Income Agreement 
between Duke Energy Ohio, Inc. and Jackson H. Randolph dated 
January 1,1995 (filed with Form lO-K of Duke Energy Ohio. Inc 
(formerly The Cincinnati Gas & Electric Company) for the year ended 
DecemberSl, 1995, FileNo. 1-1232). 
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10.36 Asset Purchase A^eement by and among Cinergy Capital & Trading, Inc. X 
(Capital & Trading), CinCap Madison, LLC and PSI dated as of February 5, 
2003 (filed with Forni lO-Q of Duke Energy Indiana, Inc, (formerly PSI 
Energy, Inc.) for tiie quarter ended September 30, 1996, RIe No. 
1-3543). 

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

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

10.39 Amended and Restated Supplemental Executive Retirement Income X 
Ag-eement between Duke Energy Ohio, Inc. and certain executive officers 
(filed with Fomi lO-K of Duke Energy Ohto, Inc. (fomieriy The Cincinnati 
Gas & Electric Company) for the year ended December 31,1997, RIe No. 
1-1232). 

10.40 Asset Purchase A^eement by and among Capital & Trading., CinCap VII, X 
LLC and PSI dated as of February 5, 2003 (filed with Form 10-Q of Duke 
Energy Indiana, Inc (fonnerly PSI Energy, Inc) forthe quarter ended 
September 30, 1996, RIe No. 1-3543). 

10.41 Form of Peri'ormance Share Award /^reement (filed with Form 8-K of Duke X 
Energy Corporafion, File No. 1-32853, April 4, 2006, as Exhibit 10.2). 

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

10.43 Asset Purchase Agreement by and among Duke Energy Indiana, Inc. and . : X . 
Duke Energy Ohio, Inc. and Allegheny Energy Supply Company, LLC, 

Allegheny Energy Supply Wheatiand Generating Faclliti/, LLC and Lake 

Acquisition Company, LLC.,, dated as of May 6, 2005 (filed with Form r . . 
10-Q of Duke Energ/ Ohio, Inc. (formeriy The Cincinnafi Gas & Electric ' 
Company) for the quarter ended June 30, 2005, RIe No, 1-1232). 

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

10,45** Employment Agreement between Duke Energy Corporati'on and James E. X 
Rogers, dated AphI 4, 2006 (filed with Fomi 8-K of Duke Energy 
Corporation, RIe No. 1-32853, April 6, 2006, as Exhibit 10.1). 

10 .45 .1 * * Performance Award Agreement between Duke Energy Corporation and X 
James E. Rogers, dated April 4 ,2006 (filed with Form 8-K of Duke Energy 
Corporafion, File No. 1-32853, April 6, 2006, as Exhibit 10.2). 

10.45.2** Phantom Stock Grant Agreement between Duke Energy Corporation and X 
James E. Rogers, dated April 4. 2006 (filed with Form S-K of Duke Energy 
Corporation, RIe No. 1-32853, April 6, 2006, as Exhibit 10.3). 

10.46 Unden/;ritingAgreement, dated as of November 12, 2008, with Barclays ^X 
Capital Inc., Citigroup Global Markets Inc. and Credft Suisse Securifies 
(USA) LLC, as representatives of the several underwriters named therein, in 
connection with Duke Energy Carolinas, LLC's issuance and sale of 
$400,000,000 aggregate principal amount of its Rrst and Refunding 
Mortgage Bonds, 5.75% Series C due 2013 and $500,000,000 
aggregate principal amount of its Rrst and Refunding Mortgage Bonds, 
7.00% Series C due 2018 (filed with the Form 8-K ofthe registrant. File 
No. 1-4928, November 17, 2008, as item 99.1). 
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10.47 $2,650,000,000 Amended and Restated Credit /^^reement, dated as of X • 
June 28, 2007, among Duke Energy Corporation, Duke Energy Carolinas, 
LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc. and Duke Energy 
KentiJcky, Inc.. as Bomowers, tiie banks listed therein, Wachovia Bank, 
National Associafion, as Administrative Agent, JPMorgan Chase Bank, 
National Association, Barclays Bank PLC, Bank of America, N.A. and 
Citibank, N.A., as Cc^Syndication Agents and The Bank of Tokyo-
Mitsubishi, Ltd., New York Branch and Credit Suisse, as 
Co-Oocumentafion Agents (filed in Form 8-K of Duke Energy Ohio, Inc., 
July 5, 2007, RIe No. 1-1232, as Exhibit 10.1). 

10.47.1 Amendment No. 1 to the Amended and Restated Credft Agreement (fiied X 
on Form S-K of Duke Energy Ohio, Inc, March 12, 2008, RIe No, 1-
1232, as Exhibft 101). 

10.48 Undenwriting Agreement in connection with PSI issuance and sale of X 
$350,000,000 aggregate principal amount of its 6.12% Debentures due 
2035 (filed with Form 10-Q of Duke Energy Indiana, Inc. (formerly PSI 
Energy, Inc.) for tiie quarter ended September 30, 1996, File No. 1-
3543). 

10.49*"* Form Phantom Stock Award Agreement and Election to Defer (filed with X 
Form 8-K of Duke Energy Corporation, RIe No. 1-32853, May 16, 2006, 
as Exhibft 10.1). 

10.50 Keepwell Agreement, dated April 10, 2006, between Duke Capital LLC X 
and Ouke Energy Ohio, Inc. (fiied with Form 10-K of Duke Energy Ohio, 
Inc, (formerly The Cincinnati Gas & Electric Company), filed on April 14, 
2005, FileNo, 1-1232). 

10.51 $2,000,000,000 Amended and Restated Credit Agreement among the X 
r^istrant, such subsidiaries, the banks listed therein, Barclays Bank PLC, 
as Administrative Agent, and JPMorgan Chase Bank, N.A., as .Syndication 
Agent (filed with Form 10-Q of Duke Energy Indiana, Inc. (formerly PSI 
Energy, Inc.) .for the quarter ended September 30,1995, RIe No. 1-
3543), 

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

10.51.2 Amendment No. 1 to tiie Amended and Restated Credit Agreement (filed in X 
Fomi 8-K of Duke Energy Indiana, Inc, March 12, 2008, FileNo, 1-
3543, as Exhibft 10.1). 

10.52 Agreements with Piedmont Electric Membership Corporation, Rutherford X 
Electric Membership Corporation and Blue Ridge Rectric Membership 
Corporation to provide wholesale electricity and related power scheduling 
services from September 1, 2006 through DecemberSl. 2021 (filed with 
the Form 10-Q of Duke Energy Corporation for the quarter ended June 30, 
2006, File No. 1-32853, as Exhibit 10.15). 

10.53 Asset Purchase Agreement by and between Duke Energy Indiana, Inc., as X 
Seller, and Wabash Valley Power Association, Inc., as Buyer, Dated as of 
December 1, 2006 (filed with Form 10-Q of Duke Energy Indiana, Inc. 
(fonnerly PSI Energy, Inc.) forthe quarterended September30,-1996, RIe 
No. 1-3543). 
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10.54 Purchase and Sale Agreement by and among Cinergy Capital & X 
Trading, Inc., as Seller, and Fortis Bank, S.AVN.V., as Buyer, dated as of 
June 26, 2006 (filed with Form 8-K of Duke Energy Corporation, File No. 
1-32853, June 30, 2006, as Exhibit 10.1). 

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

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

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

10.58** Form of Amendment to Phantom Stock Award/^eement (filed with X 
Form 8-K of Duke Energy Corporation, File No. 1-32853. August 24, 
2006, as Exhibft 10.2). 

10.59 Formafion and Sale Agreement by and among Duke Ventures, LLC, X 
Crescent Resources, LLC, Morgan Stanley Real Estate Fund V U.S. LP., 
Morgan Stanley Real Estate Fund V Special U.S., L.P., Morgan Stanley 
Real Estate Investors V U.S., LP., MSP Real Estate Fund V, L.P., and 
Morgan Stanley Strategic Investinente, Inc., dated as of September 7, 
2006 (filed with the Forni 10-Q of Duke Energy Coiporation forthe 
quarter ended September 30, 2C)06, RIe No. 1-32853, as Exhibit 10.3). 

10.50 Rfteenth Supplemental Indenture, dated as of April 3, 2006, among the X 
registrant, Duke Energy and JPMorgan Chase Bank, N,A. (as successor to 
Guaranty Tmst Company of New Yori<), as trustee (the "Trustee"), 
supplementing the Senior Indenture, dated asof September 1,1998, 
between Duke Energy Carolinas, LLC (formerly Duke Energy Cforporation) 
and the Trustee (filed with the Form 10-Q of Duke Energy Corporation for 
the quarter ended June 30, 2006, RIe No. 1-32853, as Ejdiibft 10.1). 

10.60.1 Stock Option Grant Agreement between Duke Energy Corporation and X 
James E, Refers, dated April 4, 2006 (filed wfth Form 8-K of Duke 
Energy Cforporafion, RIe No, 1-32853, April 6, 2006, as Exhibit 10.4). 

1 0 . 6 1 * * Duke Energy Corporafion 2006 Long-Temi Incentive Plan (filed with Form X 
8-K of Duke Energy Corporafion, RIe No. 1-32853, October 27, 2006, 
as Exhibit 10.1). 

10.62 Tax Matters Agreement, dated as of December 13, 2006, by and X 
behAreen Duke Energy Corporation and Spectra Energy Ck)rp (filed with 
Form 8-K of Duke Energy Corporation, File No. 1-32853, December 15, 
2006, as Exhibft 10.1). 

10.63 TransitJon Sen/ices Agreement, dated as of December 13, 2006, by and X 
behjveen Duke Energy Corporation and Spectra Energy Corp (filed with 
Form S-K of Duke Energy Corporation, File No. 1-32853, December 15, 
2006, as Exhibft 10.2). 

10.63.1 Amendment No. 1 to the Transifion Services Agreement, dated as of 
December 13, 2006, by and between Duke Energy Corporation and X 
Spectra Energy Corp. (filed in Form 10-Q of Duke Energy Corporation for 
the quarter ended March 3 1 , 2007, RIe No. 1-32853, as Exhibit 10.4). 
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10.63.2 Amendment No. 2 to the Transition Services Agreement, dated as of 
December 13, 2006, by and between Duke Energy Corporation and 
Specti'a Energy Corp. (filed In Fomi 10-Q of Duke Energy Corporation for 
the quarter ended March 3 1 , 2007, RIe No. 1-32853, as Exhibft 10.5) 

10.63.3 Amendment No. 3 to the Transition Services Agreement, dated as of 
December 13, 2006, by and between Duke Energy Corporation and 
Spectra Energy Corp. (filed in Form 10-Q of Duke Energy Corporafion for 
ttie quarter ended June 30, 2007, RIe No. 1-32853, as Exhibit 10.3). 

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

10.64 Employee Matters Agreement, dated as of December 13, 2006, by and 
between Duke Energy Corporation and Spectra Energy t>orp. (filed with 
Form 8-Kof Duke Energy Corporation, RIe No. 1-32853, December 15, 
2006, as Exhibil 10-3) 

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

10.66** Duke Energy Corporation Directors' Savings Plan 1 & II, as amended and 
restated (filed witfi Form 8-K of Duke Energy Corporation, dated 
October 3 1 , 2007, RIe No, 1-4298, as Exhibit 10.2). 

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

10.68** Forni of Performance Share Award Agreement (filed In Fonn 8-K of Duke 
Energy Corporation, March 8, 2007, RIe No. 1-32853, as Item 10.02), 

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

10.69.1 Amendment No. 1 to the Separation and Distribufion Agreement, dated as 
of December 13, 2006, b^ and between Duke Energy Corporafion and 
Spectra Energy Corp. (filed in Form 10-Q of Duke Energy Corporatibn for 
the quarter ended March 3 1 , 2007, RIe No. 1-32853, as Exhibit 10.3). 

10.70** Amendment to the DukeEnergy Corporation 1998 Long-Term Incentive 
Plan, effective as of Febnjary 27, 2007, by and between Duke Energy 
Corporation and Spectra Energy Corp. (filed in Form 10-Q of Duke Energy 
Corporati'on forthe quarterended March 3 1 , 2007, RIe No. 1-32853, as 
Exhibft 10.6). 

1 0 . 7 1 * * Amendment to the Duke Energy Corporation 2006 Long-Temn Incentive 
Plan, effective as of February 27, 2007, by and between Duke Energy 
Corporation and Specti'a Energy Corp. (filed in Fonn 10-Q of Duke Energy 
Corporation for the quarter ended MarchSl, 2007, RIe No. 1-32853, as 
Exhibit 10.7). 

10.72 $2,650,000,000 Amended and Restated Credit Agreement, dated as of 
June 28, 2007, among Duke Energy Corporation, Duke Energy Carolinas, 
LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc. and Duke Energy 
Kentucky, Inc., as Borrowers, the banks listed therein, Wachovia Bank, 
National. A5sociatior^, as Administrative Agent, JPMorgan Chase Bank, 
National Association. Barclays Bank PLC, Bank of America, N.A. and 
Citibank, N.A.,as Co-Syndicati"on Agenteand The Bank of Tokyo-
Mitsubishi, Ltd., New York Branch and Credit Suisse, as 
Co-Documentation Agents (filed in Form 8-K of Duke Ene i^ Corporafion, 
July 5, 2007. RIe No. 1-32853, as Exhibft 10.1; the agreement was 
executed June 28). 
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10.72.1 Amendment No. 1 to Amended and Restated Credft Agreement (filed in 
Form 8-K of Duke Energy Corporation, March 12, 2008, RIe No. 1-
32853, as Exhibit 10.1). 

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

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

10.75** Change in Control Agreement by and between Duke Energy Corporafion 
and Marc E. Manly, dated April 4, 2006 (filed wfth Form 10-K of Duke 
Energy Corporation for the year ended DecemberSl, 2007, FileNo. 1-
32853, as Exhibit 10.66.1). 

10.76 Amended and Restated Engineering, Procurement and Construction 
Agreement, dated February 20, 2008, by and between Duke E n e ^ 
Carolinas, LLC and Stone & Webster National Engineering P.C. (portions qf 
the exhibit have been omitted and filed separately with the Securities and 
Exchange Commission pursuant to a request for confidenfial treatinent 
pursuant to Rule 24b-2 under the Securities Exchange Act of 1934, as 
amended) (filed in Form 10-Q of Duke Energy Corporation for the quarter 
ended March 3 1 , 2008, RIe No. 1-32853, as Exhibit 10.1). 

10.77** Form of Phantom Stock y^reement (filed on Form 8-K of Ouke Energy 
Corporation, February 22, 2008, RIe No. 1-32853, as Exhibft 10.1). 

10.78** Form of Performance Share Agreement (filed on Form S-K of Duke Energy 
Corporation, February 22, 2008, RIe No. 1-32853, as Exhibit 10.2). 

10,79 Amendment No. 1 to the Amended and Restated Credit Agreement (filed.. 
on Form 8-K of Duke Energy Corporation, March 12, 2008, RIe No. 1-

32853, as Exhibit 10.1). 

10,80** Summary of Director Compensafion Program (filed in Form 10-Q of Duke 
Energy Corporation for the quarter ended June 30, 2008, File No. 1-
32853, as Exhibit l a i ) . 

10.81 Agreement and Plan of Merger by and among DEGS Wind I, LLC, DEGS 
Wind Vennont, Inc., Catamount Energy Corporation (filed in Form 10-Q of 
Duke Energ/ Corporation for the quarter ended June 30, 2008, RIe No. 1-
32853, as Exhibft 10.2). 

10.82 Amended and Restated Engineefing and Consttuction Agreement, dated as 
of December 2 1 , 2(X)9, by and between Duke Energy Carolinas, LLC and 
Shaw North Carolina, Inc. 

10.83 Operafing Agreement of Pioneer Transmission, LLC (filed in Form 10-Q of 
Duke Energy Corporafion for tiie quarter ended September 30, 2008, RIe 
No. 1-32583, as Exhibft 10.1). 

10.84** Amendment to Duke Energy Corporation Executive Savings Plan, effective 
as of August 26, 2008 (filed on Form 8-K of Duke Energy Corporation, 
September 2, 2008, RIe No, 1-32583, as Exhibft 10.1). 

10.85** Duke Energy Corporation Executive Cash Balance Plan, as Amended and 
Restated Effective August 26, 2008 (filed on Form 8-K of Duke Energy 
Corporation, September 2, 2008, RIe No. 1-32583, as Exhibit 10.2). 
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10-86** Amendmentto Employment Agreement with James E, Rogers, effective as X 
of August 26, 2008 (filed on Form 8-K of Duke Energy Corporation, 
September 2, 2008, RIe No. 1-32583 as Exhibit 10.3). 

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

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

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

10.90** Amendmentto Award Agreements pursuantto the Long-Term Incentive X 
Plans (Employees), effective as of August 26, 2008 (filed on Form 8-K of 
Duke Energy Corporation, September 2, 2008, RIe No. 1-32583, as 
Exhibit 10.7). 

1 0 . 9 1 * * Amendmentto Award /^^reements pursuant to the Long-Term Incentive X 
Plans (Directors), effective as of August 26, 2008 (filed on Form 8-K ot 
Duke Energy Corporation, September 2, 2008, RIe No. 1-32583, as 
Exhibft 99.1). 

10.92** Amendment fo Ouke Energy Coiporation Directors' Savings Plan, effective X 
as of August 26, 2008 (filed on Form 8-K of Duke Energy Corporation, 
September 2, 2008, File No. 1-32583, as Exhibft 99.2). 

10.93** Deferred Compensation Agreement dated December 16,1992, between X 
PSI Energy, Inc. and James E. Rogers, Jr. 

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

10.95 Retirement Agreement by and between Duke Energy Business Services LLC X 
and David L Hauser, effective as of June 22, 2009 (filed on Form 8-K of 
Duke Energy Corporation, June 26, 2009, RIe No. 1-32853, as Exhibit 
99.1). 

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

*10 .97* * Refirement ^eemen t dated December 9, 2010 between James L Turner X 
and Duke Energy Business Ser̂ rices LLC (filed on Form 8-K of Duke Energy 
Corporation, December 9, 2010, RIe Nc 1-32583 as Exhibit 10.1). 

10-98** Form of Pertbrmance Award Agreement of Duke Energy Corporation (filed X 
on Form 8-K of Ouke Energy Corporation, February 22, 2011, FileNo. 
1-32583 as Exhibit 10.1). 

10.99** Fomi of Phantom Stock Award of Duke Enet^ Corporation (filed on Form X 
8-K of Duke Energy Corporafion, Februar/ 22, 2011, RIe No. 1-32583 as 
Exhibit 102). 

10.100** Form of Perfonnance Awarcl Agreement by and between Duke Energy X 
Corporafion and James E. Rogers (filed on Form 8-K of Duke Energy 
Corporation, Febmary 22, 2011, RIe No. 1-32583 as Exhibit 10.3). 
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10.101 Duke Energy Corporation Executive Severance Plan (filed on Form 8-K of X 
Duke Energy Corporation, January 10, 2011, File No. 1-32583 as Exhibft 

10.1). 

10.102 Form of Amendment to Change in Control /^reementby Duke Energy X 
Corporation. 

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

10.104 Ninety-First Supplementel Indenture dated as of June 7, 2010 of Duke X 
Eneigy Carolinas, LLC to The Bank of New Yori< Mellon Trust Company, 
N.A., as Taistee (filed on Form 8-K of Duke Energy Carolinas, LLC, June 7, 
2010, FileNo. 1-04928 as Exhibit 4.1). 

10.105 Sixty-Second Supplemental Indenture, dated asof July9, 2010, between X 
the Company and Deutsche Bank National Trust Company, as tnjstee, 
providing for the issuance of the Bonds, (filed on Fomi 8-K of Duke Energy 
Indiana, July 9, 2010, File No. 1-03543 as Exhibft 4.1). 

10.106 $6,000,000,000 Five-Year Credft Agreement, dated as of November 18, X X X X 
2011, among the Corporation. Duke Enetgy Carolinas, LLC, Duke Energy 
Ohio, Inc., Duke Energy Indiana, Inc. and Duke Energy Kentucky, Inc., as 
Borrciwers, the lenders listed therein. Wells Fargo Bank, National 
Association, as Administf-atlve Agent, Bank of America, N.A. and The Royal 
Bank of Scotiand pic, as Co-Syndication Agente and Bank of China, New 
York Branch, Barclays Bank PLC, Citibank, N.A., Credit Suisse AG, Cayman 
Islands Branch, Industrial and Commercial Bank of China Limited, New 
York Branch, JPMorgan Chase Bank, N.A. and UBS Securities LLC, as 
Co-Documentation Agente, (filed on Form 8-K of Duke Ener^ Corporation, 
Duke Energy Caralinas, LLC, Duke Energy Indiana, Inc. and Duke Energy 
Ohio, Inc, November 25, 2011, RIe No. 1-01232, as Exhibft 10.1). 

10.107** Form of Performance Award Agreement of Duke Energy Corporafion under X 
the Duke Energy Corporation 2010 Long-Term Incentive Plan (filed on 
Form 8-K of Duke Energy Corporafion, February 22, 2011, RIe No. 1-
32853, as E<hibft 10.1). 

10.108** Fonn of Phantom Stock Award Agreement of Duke Energy Corporation X 
under ttie Duke Energy Corporation 2010 Long-Term Incentive Plan (filed 
on Fonn 8-K of Duke Energy Corporation, February 22, 2011, File No. 1-
32853, as Exhibft 10.2). 

10.109** Form of Perfonnance Award Agreement by and between DukeEnergy X 
Corporation and James E. Rogers under the Duke Energy Corporation 2010 
Long-Tenn Incentive Plan (filed on Form 8-K of Duke Energy Corporation, 
Februaiy 22, 2011, RIe No. 1-32853, as Exhibit 10.3). 

*12.1 Computation of Rafio of Eamings to Fixed Chaiges— DUKE ENERGY X 
CORPORATION 

* l 2.2 Computation of Ratio of Eamings te Fixed Charges — DUKE ENERGY X 

CAROLINAS 

*12.3 Computafion of Ratio of Eamings to Rxed Charges — OUKE ENERGY OHIO X 

*12.4 Computation of Rafio of Eamings to Rxed Charges — DUKE ENERGY X 

INDIANA 
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Duke Energy Ouke Energy Duke Energy 
Duke Energy Carolinas Ohio Indiana 

*21 List of Subsidiaries. 

*23.1.1 consent of Independent Registered Public Accounting Firm. 

*23.1.2 Consent of Independent Registered Public Accounting Finn. 

*23.1.3 Consent of Independent Registered Public Accounfing Firm. 

*23.1.4 Consent of Independent Registered Public Accounting Rrm. 

*24.1 Power of attomey authorizing Lynn J. Good and others to sign the annual 
report on behalfof tiie registi'ant and certain of its directors and officers. 

*24.2 Certified copy of resolution ofthe Board of Directors ofthe regstrant 
authorizing power of attomey. 

*31-1.). Certification ofthe Chief Executive Officer Pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002. 

*31,1.2 Certification of ttie Chief Executive Officer Pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002. 

*31.1.3 Certification of the Chief Execufive Officer Pursuant to Section 302 of tiie 
Sarbanes-Oxley Act of 2002, 

*31.1.4 Certification ofthe Chief Execufive Officer Pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002. 

*31.2.1 Certification of the Chief Financial Officer Pursuant to Section 302 ofthe 
Sartjanes-Oxley Act of 2002, 

*31.2.2 Certification ofthe Chief Rnancial Officer Pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002. 

*31,2.3 Certification of tiie Chief Rnancial Officer Pursuant to Sectton 302 of the 
Sartianes-Oxley Act of 2002. 

*31,2.4 Cerfification ofthe Chief Rnancial Officer Pursuant to Section 302 ofthe 
Sarbanes-Oxley Act of 2002. 

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

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

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

*32.1,4 Certification Pursuantto 18 U.S.C. Secfion 1350, as Adopted Pursuantto 
Section 906 of the Sart:)anes-Oxley Act of 2002. 

*32.2.1 Certificatton Pursuant to IS U.S.C. Section 1350, as Adopted Pursuant to 
Section 906 of tiie Sarbanes-Oxley Act of 2002. 

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

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

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

*101 Rnancials in XBRL Format X X 

The total amount of securities of the registrant or its subsidiaries authorized^ under any instrument with respect tolong-term debt not filed as 

an exhibit does not exceed 10% of the total assete of fiie registrant and ite subsidiaries on a consolidated basis. The registrant agrees, upon 

request of the Securities and Exchange Commission, to furnish copies of any or all of such instrumente to it. 
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INVESTOR INFORMATION 

Annual Meeting 
The 2012 Annual Meeting of Duke Energy Shareholders 
will be: 

Date; Thursday, May 3, 2012 

Time: 10 a.m. 

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

Shareholder Services 
Shareholders may call 800-488-3853 or 704-382-3853 
vwith questions about their stock accounts, legal transfer 
requirements, address changes, replacement dividend 
checks, replacement of lost certificates or other 
services. Additionally, registered shareholders can view/ 
their account online through DDK-Online, available at 
vi'ww.duke-energy.com. Send virritten requests to: 

Investor Relations 
Duke Energy 
P.O. BOX 1005 
Charlotte, NC 28201-1005 

For electronic correspondence, visit 
wvi^vi'.duke-energy.com/investors/contactlR. 

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

Website Addresses 
Corporate home page: www.duke-energy.com 

Investor Relations: www.duke-energy.com/investors 

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

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

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

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

Transfer ^ e n t and Registrar 
Duke Energy maintains shareholder records and 
acts as transfer agent and registrar for the company's 
common stock. 

Dividend Payment 
Duke Energy has paid quarterly cash dividends on 
its common stock for 85 consecutive years. For the 
remainder of 2012, dividends on common stock are 
expected to be paid, subject to declaration by the 
Board of Directors, on March 16, June 18, Sept. 17 
and Dec. 17. 

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

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

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

Products wilh a Mixed Sources label support the 
deveiopment of responsible forest manapment 
worldwide. The wood comes from Forest Stewanlship 
Council" (FSC)'"-cerilfied well*manaeed forests, 
TOmpany-conttolled sources and/or rec/cled rnateiial. 
This annual report is printed on paper manufactured 
with energy generated from renewable sources. 

http://www.duke-energy.com
http://www.duke-energy.com/investors
http://www.duke-energy.com/investors
http://www.duke-energy.com/investors
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OUR 
MISSION 

OUR 
VALUES 

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

Safety: We put safety first in all we do. 

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

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

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

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

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

INVESTING 
FOR OUR FUTURE 



DUKE ENERGY CORPORATiON 

FINANCIAL HIGHLIGHTS' 

In millions, except per-share amounts and ratios) 2010 2009 2008 

Operating Results 
Total operating revenues 
Net income 
Net income attributable to Duke Energy Corporation 

Ratio of Earnings to Fixed Charges 

Common Stock Data 
Shares of common stock outstanding 

Year-end 
Weighted average — basic 
Weighted average — diluted 

Reported diluted earnings per share 
Adjusted diluted earnings per share 
Dividends per share 

Balance Sheet Data 
Total assets 
Long-term debt including capital leases and 

variable interest entities, less current maturities 
Total Duke Energy Corporation shareholders' equity 

fal Significant transactions reflected in the results above include the 2010 and 2009 impairments of 
Financial Statements, "Goodwill, Intangible Assets and Impairments"). 

See Notes tc Consolidated Financial Statements in Duke Energy's 2010 Form 10-K. 

$14,272 
$ 1,323 
S 1,320 

3.0 

1,329 
1,318 
1,319 

$ 1.00 
$ 1.43 
$ 0.97 

$12,731 
S 
S 

$ 
$ 
$ 

1,085 
1,075 

3.0 

1,309 
1,293 
1,294 

0.83 
1.22 
0.94 

$13,207 
$ 
$ 

$ 
• $ 

$ 

1,358 
1,362 

3,4 

1,272 
1,265 
1,267 

1.07 
1.21 
0.90 

$59,090 $57,040 $53,077 

$17,935 $16,113 $13,250 
$22,522 $21,750 $20,988 

goodwill and other assets (see Mote 12 to the Consolidated 

EARNINGS PER SHARE 
(in dollars) 

DIVIDENDS PER SHARE 
(in dollars) 

CAPITAL AND INVESTMENT EXPENDITURES 
(dollars In billions) 

• Reported Diluted 
• Adjusted Diluted 

2008 2009 2010 2008 2009 2010 
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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 Nev^ York Stock Exchange under the symbol DUK. 
More information about Duke Energy can be found at; www.duke-energy.com. 
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CHAIRMAN'S LETTER TO STAKEHOLDERS 

James E. Rogers, 

Chairman, President and Chief Executive Officer 

Dear fellow customers, investors, employees and all others who have 

a vested interest in our success — including our partners, suppliers, 

policymakers, regulators and communities: 

I n a changing world, our mission is constant: Produce and deliver 

affordable, reliable and clean energy that benefits our customers, 

investors, employees and communities. To succeed in this mission, 

we relentlessly pursue productivity gains in all areas of our business — 

especially in the production, delivery and use of electricity. We must 

deliver results today, while investing for our future. 

Duke Energy demonstrated this drive with our 2010 results. Just as 

importantly, we are creating a future that strengthens our ability to be 

more productive, more efficient and more opportunistic. 

DUKE ENERGY CORPORATION / 2010 ANNUAL REPORT 



CREATING THE LEADING U.S. UTILITY 

On January 10, 2011, Duke Energy and Progress Energy announced an agreement to combine their 
companies. Subject to shareholder and regulatory approval, this merger will create the nation's largest utility, 
with more than 7 million customers in six service territories. It is targeted to close by the end of 2011. 

ClferdMER 
BENEFITS: 

Fuel savings and joint dispatch 
efficiencies for customers in 
the Carolinas 

Improved operating 
efficiencies, over time, 
for all regulated customers 

Earnings accretion in the 
firstyear of the merger̂  

Strong credit ratings, balance 
sheet, cash flow, and dividend 

Long-term earnings growth 
target of 4 to 6 percent̂  

EXPECTED 

EMPLOYEE 
BENEFITS: 

Expanded career growth 
opportunities 

KY 

OH 

DIVERSE SERVICE TERRITORIES 

• Duke Energy 
• Progress Energy 

FL 

^ E n e r g y . + ^ Progress Energy 

KEY MERGER STATISTICS 

Market Cap. (billions) 

Electric Customers (minions) 

Generation Capacity (gigawatts) 

Total Assets (billions) 

Estimated Rate Base (billions) 

Regulated Adjusted EBIT Mix" 

Duke 

Energy 

$23.7 

4.0 

35.42 

$59 

$22 

77% 

Progress 
Energy 

$12.8 

3.1 

21.8^ 

$33 

$17 

100% 

Combined 

$36.5 

7.1 

57.2^ 

$92 3 

$39 

85% 

Rank 

#1 

#1 

#1 

# 1 

# 1 

Hl^ - ^ 

For more, visit www.duke-energy.com/progress-energy-merger. 

Notes: All data as of 12/31/2010. 
1 Based on adjusted diluted earnings per share. 
2 Excludes purchased powar, Duke Energy and combined amounts exclude approximately 4 gigawatts (GW) of Duke Energy International assets, 
3 Total assets are a summation of the two stand-alone companies and do not include any pro-forma purchase accounting adjustments from this transaction. 
4 Earnings before interest and taxes (EBIT); excludes Duke Energy operations labeled as "Other," and Progress Energy operations labeled as "Coiporate and Other Businesses." 

http://www.duke-energy.com/progress-energy-merger


LETTER TO STAKEHOLDERS (CONUNUED) 

DELIVERING RESULTS TODAY: A FINANCIAL REPORT CARD 

Duke Energy delivered exceptional 2010 results, both financially and operationally. 
During 2010, we met our financial commitments as we grew earnings, increased 

the quarterly dividend, and maintained the strength of our balance sheet. Extreme 
weather boosted sales and earnings during 2010. We ended the year with adjusted diluted 
earnings per share of $1.43, above our original adjusted diluted earnings guidance range 
of $1.25 to $1.30. 

The exceptional performance of our fleet and our employees' dedication to delivering 
high-quality customer service allowed us to capture the value of increased weather-related 
sales. The company is positioned to achieve a long-term adjusted diluted earnings growth 
rate of 4 to 6 percent.' 

In 2010, we increased our quarterly cash dividend to shareholders from $0.24 per share 
to $0,245 per share. We are committed to growing the dividend and have targeted a long-
term dividend payout ratio of 55 to 70 percent, based on adjusted diluted eamings per share. 

In 2010, we continued to focus on maintaining the 
strength of our balance sheet. We are taking advantage of 
historically low interest rates to issue debt to finance our 
modernization programs. Over the past two years, we have 
issued just over $5 billion of fixed-rate debt at an average 
interest rate ot 4.8 percent. These low interest rates will 
help us mitigate customer rate impacts. 

Our strong investment-grade credit ratings have stable 
outlooks with both S&P and Moody's. We had total avail­
able liquidity of approximately $3.4 billion at year-end. 

Our shareholders enjoyed a total return (including 
dividends and the change in stock price) of 9.5 percent in 
2010, outperforming the Philadelphia Utility Index, which 
returned 5.7 percent. Longer term, too, Duke Energy has 
outperformed the utility index, with cumulative three-year 
returns of 4.7 percent and five-year returns of 44.2 percent, 
compared to -15.4 percent and 20.9 percent, respectively, 
forthe utility index. 

TOTAL SHAREHOLDER RETURN 

(for periods ending Dec. 31,2010) 

One Year Ttiree Years Five Years 

• Duhe Energy Corporation 
• Philadelphia Stock Exchange Utility Sector Index 
• S&P 500 Index 

INTENDED MERGER WITH PROGRESS ENERGY 

In January 2011, we announced our intended merger with Progress Energy. (See Creating 
the Leading U.S. Utility, Page 2.) Headquartered in Raleigh, N.C., Progress Energy 
has regulated utility operations in the Carolinas and Florida, with more than 3 million 
customers. Our combined company will be unsurpassed in size and scale, serving more 
than 7 million customers with around 57,000 megawatts (MW) of domestic nuclear, coal, 
hydro and alternative energy generation. We are targeting closing the transaction by the end 
of 2011, subject to shareholder and regulatory approval. 

This strategic transaction involves more than just becoming the largest utility. The 
size and scale of the combined company gives us the ability to achieve efficiencies and 
effectively manage the transformation occurring in our industry. Additionally, we add an 
outstanding group of teammates to help navigate the combined company into the future. 

Over time, we believe that our customers witi benefit from productivity gains and that our 
employees will benefit from increased opportunities. We expect shareholders to realize earn­
ings accretion, based on adjusted diluted earnings per share, in the first year after closing. 

We are very excited about this transaction. Our combined strength will exceed the 
strength we f̂ ave as separate companies. It will allow us to provide benefits to ail our 

1 From a base of 2009 adjusted diluted earnings per share of SI.22. DUKE ENERGY CORPORATION / 2010 ANNUAL REPORT 



OPERATIONAL PERFORMANCE SUPPORTS 
OUR AFFORDABLE, RELIABLE, CLEAN MISSION 

Af fo rdab le 
Our customers expect us 
to provide them with 
affordable energy both today 
and in the future, Given the 
long lead times needed to 
build new generation, we 
carefully make investments 
to satisfy future demand. 
Our diverse fuel portfolio 
reduces commodity price 
volatility. Currently, Duke 
Energy offers some of the 
most competitive electric 
rates in the United States. 

COMPARISON OF AVERAGE ELECTRIC RATES 

(cents per kllowatt-houf, 12 months ended June 30,2010) 
• Duke Energy • State Average • U.S. Average 

0 North Carolina South Carolina Indiana Ohio 

Source: Edison Electric Institute Typical Bills and Average Rates Report, June 30, 2010. 

Kentucky U.S. Average 

Reliable 
Our customers expect us 
to deliver reliable energy. 
Today's investments to mod­
emize our grid will increase 
the reliable delivery of energy 
in the future. The new power 
plants we are building today 
will replace older, less 
efficient ones. Our high oper­
ational performance helps 
ensure that our services are 
available when needed. In 
2010, our nuclear fleet set 
an alMime company capacity 
record of approximately 
95.9 percent. 

NUaEAR GENERATION CAPACITY FACTOR 

/ Duke Energy • Industry Average 

100% 

FOSSIL GENERATION COMMERCIAL AVAILABIUn 

• Ouke Energy 

100% 

85 200G 2007 2008 2009 2010 70 2006 2007 2008 2009 2010 

Source: Industty average obtained from Nuclear Energy 
Institute (NEI) 

Clean 
Our customers want cleaner 
energy. Over the last decade, 
v^e have spent over $5 billion 
to significantly reduce sulfur 
dioxide (SOp and nitrogen 
oxide (NOx) emissions from 
our coal fleet. The modern 
generating plants we are 
currently building will 
generate cleaner energy and 
further reduce emissions. In 
addition, our investments in 
wind and solar will help us 
to promote cleaner energy. 

(in thousand tons) 
• SO, Emissions • NOx Emissions 

(pounds emitted per net MWh of generation) 
• SOJntensity • NOx Intensity 

0 200S 2007 2008 2009 2010 2006 20Q7 2008 2009 2Q10 

Note: SO; and NOx reported from U.S. electric generation based on owneistiip share of generating assets. 



LETTER TO STAKEHOLDERS (CONTINUED) 

stakeholders — our customers, investors, employees, and the communities in which we 
work and live. Integration planning has begun so that we can ensure a smooth transition 
and increase productivity gains in all aspects of our business. 

At the same time, we will continue to focus on execution of our 2011 financial 
and operational objectives as a stand-alone company. 

RELIABLE PERFORMANCE 

FLEET MODERNIZATION THROUGH 2020 

(capacity in megawatts) 

Carolinas Modernization 

Our fleet and grid performed admirably in 2010. Confronted with record-breaking 
temperatures — both winter and summer — Duke's operating teams met the challenge 
of high load requirements. For example, the regulated fossil generation fleet had commercial 
availability of approximately 88.7 percent. The company's nonregulated Midwest generation 
fleet also met customers' needs while establishing record highs for total generation. 

Industry data show that our nuclear fleet is among the most reliable in the nation 
at delivering low-cost baseload power. During 2010, our nuclear capacity factor was 
approximately 95.9 percent, which eclipsed the company's previous annual record of 
approximately 95.2 percent in 2002. 

Additionally, in 2010 Duke Energy's Oconee Nuclear Station became the nation's 
first nuclear plant to receive Nuclear Regulatory Commission approval to transition from 
an analog to a digital plant safety system. Upgrading these systems will help prevent 
unnecessary shutdowns and result in more reliable and simplified operations. The digital 
upgrade for all three Oconee units will be complete by 2013. 

Strong productivity, operational performance and efficiency are good for our customers 
and communities. Investors also benefit when we reduce costs and increase profitability. 

Duke Energy does business in a way that is good for 
people, the planet and profits. Our strategy was affirmed 
in 2010, as Duke Energy earned a place on the Dow 
Jones Sustainability World Index. We were one of only 
15 electhc utilities around the globe to be named to this 
elite Index. Duke Energy also earned a place on the Dow 
Jones Sustainability North America Index for the fifth year 
in a row, You can read about our sustainability plan on 
Page 6 of this report. Our 2010|2011 Sustainability Report, 
available at www.duke-energy.com, has more details. 

INVESTING FOR OUR FUTURE: 
MODERNIZATION STRATEGY 

Duke Energy is making decisions today for future energy 
investments. These decisions are critical to our mission 
to deliver affordable, reliable and clean energy. Power 
plants take years to permit and construct and require 
enormous amounts of capital to be invested over several 
years. We recover these investments through customer 
rates over the 30- to 40-year operating lives of our 
baseload power plants. 

Our customers enjoy reliable power today because of 
investment decisions made many decades ago. In the Carolinas, for example, Duke Energy 
has not built any new baseload generating plants since 1986. Over the past decade, we 
have invested roughly $5 billion to significantly reduce sulfur dioxide and nitrogen oxide 
emissions. And, we anticipate more stringent environmental regulations to come. As a 

Indiana Modernization 

2,5DD 

Additions Retirements 

• Cliffside Unit 6 
• Buck and Dan River Gas Plants 
• Cliffside Retirement 

Commitments 
• Qther Planned Retirements 

Additions Retiraments 

• Edwardsport 
• Wabash River 
• Legacv Edwardsport 
• Remaining units to tie 

evaluated for retirement/ 
controls 
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DUKE ENERGY SUSTAINABILITY PLAN AT A GLANCE 

This sustainability plan reflects Duke Energy's commitment to operate in a way that is good for people, 
the planet and profits. It expands on the company's business strategy and values. 

FOCBSIREK 

INNOVATIVE PRODUCTS 
AMD SERVICES 

Provide innovative products 
and services in a carbon-
constrained, competitive world 

WHYRMTTE^I 

Our customers want products 
and services that are 
affordable yet responsive 
to environmental concerns 

ENERGY EFFICIENCY: Reduce customer energy consumption 
by 2,500 gigawatt-hours (GWh) and peak demand by 
2,100 MW by 2013 

RENEWABLES: Scale up to 3,000 MW of wind, solar and 
biomass by 2020 

AFFORDABLE AND RELIABLE ENERGY: Maintain rates lower 
than the national average and the high reliability of our 
generation and distribution systems 

ENVIRONMENTAL 
FOOTPRINT 

Reduce our environmental 
footprint 

As an energy company, we 
have a large impact on the 
environment and depend on 
natural resources for our fuel 

CARBON EMISSIONS: Reduce or offset the carbon dioxide 
(COj) emissions from our U.S. generation fleet 17 percent 
from 2005 by 2020 (i.e., go from 105 million tons in 
2005 to 87 million tons in 2020) 

CARBON INTENSITY: Reduce the carbon intensity of our total 
generation fleet from 0.63 tons of 00^ per megawatt-hour 
(MWh) in 2005 to 0.50 tons of 00^ per MWh by 2020 

WASTE: Increase the percentage of solid waste that is 
recycled from 52 percent in 2008 to 62 percent by 2012 

QUALITY 
WORKFORCE 

Attract, develop and retain 
a diverse, high-quality 
workforce 

Energy companies will be 
differentiated by the quality, 
creativity and customer focus 
of their employees 

SAFETY: Achieve zero work-related fatalities and top-decile 
safety performance in employee total Incident case rate 
{TICR)by 2012 

EMPLOYEE ENGAGEMENT: Maintain management and 
employee engagement at 75 percent and 64 percent, 
respectively, or higher, as measured by favorable scores 
on survey questions 

STRONG 
COMMUNITIES 

Help build strong 
communities 

Our success is linked to 
the health and prosperity of 
the communities we serve 

• PHILANTHROPY: Develop the baseline number of 
individuals positively impacted by our support of 
key community partners during 2010 

GOVERNANCE AND 
TRANSPARENCY 

Be profitable and demonstrate 
strong governance and 
transparency 

Creating shareholder value 
and earning the trust and 
confidence of our many 
stakeholders keeps us 
In business 

SHAREHOLDER RETURN: Outperform our peers in total 
shareholder return, annually and over a three-year period, 
as measured by the Philadelphia Utility Index 

To learn more, see our 2010|2011 Sustainability Report available on www.duke-energy.com. 

http://www.duke-energy.com


USFE&G MAJOR CONSTRUCTION PROJECTS OVERVIEW 

LETTER TO STAKEHOLDERS {CONTIflUEDl 

result, we expect to retire and replace our entire fleet, excluding hydro units, by 2050. 
Modernization isn't a "nice to have" strategy; it's a "must have." 

In 2010, we made significant progress in constructing four advanced, highly productive, 
cleaner energy generation plants, the centerpiece of our modernization strategy: 

• EDWARDSPORT POWER PLANT IN INDIANA. When operational in 2012, this 618-megawatt, 
state-of-the-art Integrated Gasification Combined Cycle (IGCC) facility will replace the 
site's existing coal units, in service since 1944 and 1951. It will be the largest power 
plant in the world to use advanced technology to gasify coal, strip out pollutants, and 
then use this gas to produce power. Indiana coal will 
help power homes, businesses, schools and factories 
and reduce emissions to the environment. Duke Energy 
has received approval for local, state and federal 
tax incentives totaling more than $460 million for 
the project, which will help mitigate customer rate 
increases over time. Construction remained on schedule 
in 2010, but the scale and complexity of the project 
have pushed costs higher than the previous estimate 
of $2.35 billion. We have a pending request before 
the Indiana Utility Regulatory Commission to approve 
the estimated cost increase from $2.35 billion to 
$2.88 billion. A decision is expected in 2011. 

• CLIFFSIDE POWER PLANT IN NORTH CAROLINA. Th is a d v a n c e d 

coal-fired 825-megawatt facility is expected to go on 
line in 2012 at an estimated cost of $2.4 billion. Once 
it is operational, we will start to retire 1,000 megawatts 
of generation at older, less efficient plants — some built 
in the 1920s. At year-end, the project was on schedule 
and on budget and had been awarded $125 miliion in 
federal clean-coal tax credits. 

• BUCK POINER PLANT IN NORTH CAROLINA. Cons t ruc t ion of ou r 

620-megawatt combined cycle gas-fired Buck plant 
is estimated to cost $700 million, with an expected 
in-service date in late 2011. It ended the year on 
schedule and on budget. By 2015, we plan to retire 
the construction site's four existing coal units, all built 
between 1941 and 1953. 

• DAN RIVER POWER PLANT IN NORTH CAROLINA. In October 

2010, we broke ground on our second 620-megawatt 
combined cycle natural gas-fired plant — the Dan 
River facility. The $710 miliion plant is expected to go 
on line in late 2012, and we plan to retire the site's 
three existing coal units that were built between 1949 
and 1955. 

(dollars in millions) 

• Spentas of 12/31/2010 
I 

• Estimated expenditures to complete project I 

3,Q0O ^ m m ^ ^ 

2,000 • & § • 

500 ^ ^ ^ H 

0 Eawardsport 

Edwardsport 
IGCC Plant 
Indiana 

Cliffside Advanced 
Clean Coal Plant 
North Carolina 

Buck Combined 
Cycle Plant 
North Carolina 

Dan River Combined 
Cycle Plant 
North Carolina 

H 
m m m 

Cliffside Buck Dan River \ 

618 MW IGCC facility j 
Expected in service In 2012 
Project is 80% complete^ 

825 IVIW advanced clean-coal unit 
Expected in service in 2012 
Project is 80% complete^ 

620 MW combined-cycle 
gas-fired plant 
Expected In service in 2011 
Project is 75% complete^ 

620 MW combined-cycle 
gas-fired plant 
Expected in service in 2012 
Project Is In early stages of 
construction ^ 

1 Project costs include direct capital and Allowance for Funds Used During 
Canstnjction (AFUDC) 

2 Approximate as of Decemljer 3 1 , 2010 

Additionally, we are investing up to $1 billion in the long-term build-out of a digital 
two-way communications network along the power grid. Once complete, customers will be 
able to better manage their energy usage and save money. All these modernization projects 
are creating jobs in our communities. 
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LETTER TO STAKEHOLDERS (CONTINUED) 

AVERAGE ANNUAL ELECTRICITY PRICES (ALL SECTORS), 1 9 6 0 — 2 0 0 9 

(cents per kWh) 
a Real 2005 Dollars • Nominal 

RECOVERING FLEET MODERNIZATION COSTS 

In 2011, we expect to ask regulators In up to three of our five junsdictions to approve 
customer rate increases so we can recover investments associated with environmental 
compliance and new plant construction, You might ask, "How does a rate Increase support 
the affordable pad: of our mission, especially in these tough economic times?" 

Here's some perspective; Consider the graph on this page, It shows that the real cost 
of electricity, averaged and adjusted for inflation, has declined over the past 50 years. In 
fact, Duke Energy currently offers some ofthe most competitive electric rates in the United 
States. Our rates in the Carolinas, in particular, benefit from the low-cost, baseload nuciear 
power that serves our North Carolina and South Carolina customers-

In all our jurisdictions, we want to achieve pricing 
structures that balance customer and shareholder needs. 
To maintain that balance and keep rates low for customers, 
we must obtain timely recovery of our investments and 
earn a fair return. 

We will continue to control costs and focus on 
productivity. To that end, we have held nonrecoverable 
operation and maintenance costs essentially flat for the 
past four years. 

0 '60 '65 *J0 '75 '35 '90 '95 '00 '05 '09 

Data Source-. Energr Information Administration 

A NEW PATH IN OHIO 

Achieving a balance between our customers' need for 
affordable, reliable and clean power and our investors' need 
for competitive and fair returns has grown difficult in Ohio. 
By law, Ohio customers can switch generation providers, 
allowing them to capture the benefit of lower market prices. 
However, our generation must stand ready lo serve all 
customers in our service territory, including those who have 
switched. Therefore, we have not been able to adequately 

recover our costs and earn a competitive and fair return on our investments. 
This imbalance was highlighted in 2009, when market prices for energy plummeted, 

along with the economy and industrial demand. As a result, our electric generation rates 
have exceeded the prevailing market prices. By the end of 2010, approximately 55 percent 
of customers receiving Duke Energy Ohio's negotiated electric rates had switched to other 
retail suppliers who offered generation at lower prices, 

In the current Ohio regulatory framework, provisions in place do not allow utilities to 
adequately recover their investments, whether in existing assets, new power plants to meet 
future customer demand, or in improvements to comply with more stringent environmental 
rules. This high-risk and low-reward environment makes it difficult to maintain a healthy 
utility and justify future power plant investments in the state. Energy providers need 
assurance that they can earn fair returns on existing and future investments to maintain 
the current system and ensure the reliable delivery of power, A different regulatory 
approach could help create much-needed jobs and begin to reposition the state for future 
economic growth. 

In the meantime, at the end of 2010, we filed a new electric standard service offer, 
or Market Rate Offer, with tbe Public Utilities Commission of Ohio, requesting a plan to 
set market-based rates for customers of Duke Energy Ohio. This filing was a significant 
departure for Duke Energy Ohio, however, we believed it was the best option available to 
us under the current rules. In late February, the Public Utilities Commission of Ohio failed 
to approve our filing. In light of this ruling, we are currentty exploring our options. 

DUKE ENERGY CORPORATION / 2010 ANNUAL REPORT 



DUKE ENERGY'S COMMERCIAL BUSINESSES 

Our Commercial Power and International business segments contributed around 
$900 million or approximately 23 percent of our total adjusted segment EBIT 
(earnings before interest and taxes) in 2010. We executed on our strategies in each 
of our Commercial Businesses: 

• IHTERHMIOHAL: Our international business, consisting mostly of hydroelectric generation 
plants in Brazil and a combination of hydro and fossil generation in Peru and other 
Latin American countries, has provided consistent earnings growth. Favorable pricing 
and exchange rates helped drive an approximate 20 percent increase in adjusted 
segment earnings in 2010. 

• MIDWEST GENERATION: Our Ohio generation teams achieved record safety and production 
results in 2010. Financlai results were boosted by Duke Energy Retail, our competitive 
retail business in Ohio, which grew from a cold start in spring 2009 to a company 
with 17 employees and more than 100,000 customers. Duke Energy Retail serves 
approximately 60 percent of the switched load from Duke Energy Ohio as well as 
customers from outside our Ohio franchise territory. This is an outstanding achievement 
and demonstrates our team's hard work and diligent execution to retain margin in the 
competitive Ohio environment. 

• RENEWABLE ENERGY: Duke Energy now has more than 1,000 MW of commercial 
renewable energy on line, with two major projects — the Top of the World Windpower 
Project in Wyoming and the Kit Carson Windpower Project in Colorado — completed 
and in service at the end of 2010. Long-term power purchase agreements support 
both projects. Our commercial solar business also grew in 2010. We added the Blue 
Wing Solar Project in Texas, a 14-MW installation, complete with a 30-year power 
purchase agreement. 

A CULTURE OF SAFETY 

A culture of "safety first" is foremost in everything we do as a company. 
A safe company helps drive productivity and efficiency. 

In 2010, Duke Energy achieved its best ever employee safety 
performance, measured by our total incident case rate, which improved 
10 percent from 2009. Specifically, our regulated fossil/hydro fleet 
reduced its safety incidents in 2010 by approximately 25 percent; our 
Midwest generation fleet and our International operations reduced their 
safety incidents, by half and by 75 percent, respectively. Each ofthese 
fleets set all-time historic safety records for employees, 

The 3R program in our U.S, fossii/hydro generation plants is one 
example of how we continually strengthen our safety culture. The Rs 
stand for Reduce risk, Remove exposures to hazards and Reinforce safe 
behavior. Introduced in 2010, the program encourages and rewards 
employees and contractors for reporting potential hazards. Anyone at a plant can 
record problems they observe and recommend corrective action or initiate a work order 
to address the Issue. This simple checklist has improved safety across our plants. 

Another example is the "Fresh Eyes" concept at our Ohio plants. Two workers started 
the program with a common sense premise: It's easier to see safety violations at other 
plants than It is to see problems in the plants where we work. Simple and cost-effective, 
this program gives employees the option of visiting plants that are not their own to inspect 
for potential safety issues. They offer a "fresh eyes" perspective. This program drove more 
than 200 safety improvements in 2010, and inspired many of our partners at jointly-
owned facilities to embrace the program as well. 
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D LETTER TO STAKEHOLDERS (CONTINUED) 

LEARNING FROM CHALLENGES 

While we are proud of our employees' stellar safety performance, we must improve 
contractor safety. Several contractors working for Duke Energy lost their lives during 2010, 
and this Is unacceptable to us. We've formed a leadership task force that is implementing 
new procedures to safeguard our contractors on the job. To underscore the Importance of 
a fatality-free workplace for both employees and contractors, rigorous safety measures are 
a part of our annual employee Incentive compensation program. 

Just as we are committed to ensuring the safety of employees and contractors, we are 
also committed to earning the trust of our communities. In 2010, that trust was tested 
in Indiana with controversy over the hiring of a regulatory attorney. When the issue first 
emerged, we immediately launched an internal investigation and have cooperated fully with 
external investigations. As we learned more, we took swift, decisive and appropriate policy 
and personnel actions. While the Indiana Utility Regulatory Commission's investigation 
found no improprieties In rulings related to our Edwardsport project under construction 
In that state, we recognize the need to rebuild our stakeholders' trust. 

INVESTING IN TECHNOLOGY 

We face a different kind of challenge when we lay the groundwork for a future focused on 
energy efficiency and environmental stewardship. The past 100 years was about building 
the infrastructure to make electricity accessible to everyone. Today, our mission is to deliver 
affordable, reliable energy In a way that's increasingly clean. In response, we are investing 
in digital energy technologies that have the potential to transform our industry — the way 
we generate energy, the way we deliver It and the way our customers use It. 

I've often said that Duke Energy is a technology company disguised as a utility. New 
nuclear, advanced coal, and renewable energy resources, all seamlessly integrated Into a 
digital gnd, will create the foundation for a future that continues to bring reliable, affordable 
and cleaner energy to all our customers. 

A digital meter is just 

one part of a smart-grid 

system. With digital meters 

and energy management 

programs, customers 

benefit from more efficient 

operations as well as more 

information to help them 

manage their energy use 

and costs. 

Grid Modernization 
Our power grid delivers electricity over more than 170,000 miles of lines and scores of 

substations and related equipment. It uses technology that has changed little since the days 
of Thomas Edison. In 2009, we began a Sl billion upgrade to move from an analog system 

to an advanced digital grid. Sometimes 
called "smart grid," today's modernization 
efforts bring 21st century technology to 
the 20th century power grid. 

We began by installing two-way 
communication devices on parts of our 
distribution system. These devices can 
help Identify outages, enabling us to 
respond more quickly to resolve problems. 
They can also help us monitor potential 
irregularities and prevent future outages, 
improving the grid's reliability. Digital 
meters at our customers' homes and 
businesses permit remote meter reading 
and decreased on-site visits, resulting in 
greater efficiencies. 
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The technology also makes possible the integration of appliances and other in-home 
devices, so customers can — if they choose — use the tools and Information we provide 
to reduce their energy usage and control costs. 

As part of the upgrade, we have installed state-of-the-art digital meters at some 
customer locations. The Public Utilities Commission of Ohio approved our digital upgrade 
plans in 2008. Since then, we have installed approximately 140,000 electric meters, 
100,000 gas meters and 22,000 communication nodes in Ohio. 

With this technology in place, we have begun residential energy management pilot 
programs in Ohio and in a small area of Charlotte, N,C. Participating customers have 
realized savings in their monthly energy bills. 

DID YOU KNOW: 

ELECTRIC VEHICLES 

Customer Service Improvements 
In addition to improvements in our power delivery 

system, the digital grid will help customers become more 
involved in managing their energy use. We'll be able to give 
them the information, choices and control to make wiser 
energy decisions, conserve energy and save money, in a 
way that works best for them. 

The digital grid technology investments we are making 
in Ohio, and eventually in the other states we serve, will 
create a customer experience similar to other technological 
revolutions, like the Internet and the smartphone. Of 
course, taking action is optional — and we feel strongly 
that customers should be the ones to make that choice. 

We are not waiting to build out the smart grid, 
however, to create new opportunities for customers to 
connect with us. Today, in addition to person-to-person 
services, customers can communicate with us via social 
media and online tools, so that we can respond more 
quickly to their suggestions and concerns. Our storm 
feeds on Twitter - @DukeEnergyStorm, and Facebook 
http://www,facebook.com/DukeEnergyStorm, are great 
examples of how we are reaching customers with 
Information they want and need. 

The efforts of our employees to offer prompt and 
effective customer service were recognized in 2010. In 
a customer satisfaction survey for electric utilities, Duke 
Energy was ranked third in the nation by the Key Accounts 
National Benchmark Survey. Additionally, in the J.D. Power 
and Associates 2010 Electnc Utility Residential Customer 
Satisfaction Study,̂ " Duke Energy Carolinas ranked highest 
among large utility companies in the South region, and our 
Midwest operations moved up three spots to sixth place among 17 providers. We are proud 
of our employees whose actions embody our long-standing culture of safety and service. 

1 

2 

Riling up a plug-in electric vehicle costs 2 to 3 cents 
per mile, versus an average of 15 cents per mile for 
gasoline per gallon. 

The United States now imports more than lialf c' lU 
oil. at a cost of billions of dollars per year. The use 
of pkig-in electiiC vehicies can draiiaticai'v \ir-\j-z\ -
OLir energy independence. 

3 Even in regions where most electricity is produced by 
coal, electric vehicles still reduce greenhouse gases 
by 25 to 30 percent over conventional vehicles. 

SOURCE: GoElectricDrive.com 

Electric Vehicles 
We are working with the manufacturers of vehicles, batteries, and charging stations to 

expand the adoption of plug-in electric vehicles. In 2010, the Electric Drive Transportation 
Association, of which Duke Energy is a board member, launched GoElectricDrive.com — an 
online resource providing a wealth of plug-in electric vehicle information. The site includes 
information about environmental benefits, charging infrastructure, purchase incentives. 
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LETTER TO STAKEHOLDERS (CONTINUED) 

and a virtual showroom. A "Plug-in and Save" calculator shows you the financial and 
carbon footprint savings from driving a plug-in electric vehicle. 

We're also helping to shape state and federal policies and standards. This technology 
is good forthe planet and good for our profits, helping drive electricity sales. 

OUTLOOK FOR 2 0 1 1 AND BEYOND 

Throughout 2011, we will be planning for the integration of Duke Energy and Progress 
Energy and filing for merger approvals with various federal and state regulators and 
shareholders of both companies. We will leverage our existing systems and evaluate best 
practices to ensure an efficient integration ofthe two merged companies. We have named 
the top-tier management team for the combined company and have integration planning 
teams in place. These early decisions were designed to accelerate the integration planning 
process. We are targeting to close the transaction by the end of 2011. 

Our 2011 outlook assumes a slow economic recovery, continued progress on our 
modernization efforts, and stabilization ofthe competitive environment in Ohio. We expect 
adjusted diluted earnings per share between $1.35 to $1.40. In addition, you can expect: 

• An increase in the quarterly dividend of approximately 2 percent duhng 2011, subject 
to board of directors' approval 

• Requests for increases in customer rates to recover expenses incurred in constructing 
and upgrading power plants 

• Continued efforts across our jurisdictions to gain approval of mechanisms that narrow 
the gap between allowed and earned returns 

• Increased safety performance and improved reliability due to plant and equipment 
investments and the continued rollout of digital technology, and 

• Continued support for communities through leadership, investment, economic 
development and service projects. 

OUR CONSTANT DRIVE FOR PRODUCTIVITY GAINS 

The roughly 12 million people who live in our service territories and those who will follow 
depend on the decisions we make today to build the right infrastructure to power our world 
forthe future. 

Our persistent push for productivity improvements in every aspect of our business 
enables us to better meet the needs of all our stakeholders. This allows us to achieve our 
mission of delivehng affordable, reliable and clean energy today and in the years to come. 
Our pursuit of productivity gains is at the core of all that we do. It is making a better Duke 
Energy for our customers, investors, employees, and communities. 

We will remain sharply focused on these objectives and continue to deliver results 
today, while investing for our future. 

p ^ ^ m U J ^ / ^ ^ ^ - t ^ 

James E, Rogers 
Chairman, President and Chief Executive Officer 
March 4, 2011 
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OUR PRIORITIES, PROGRESS, AND OUTLOOK 

OUR 

PRrORITEES 
OUR 

PROGRESS 
OUR 

OUTLOOK 

Finalize merger with 
Progress Energy 

Announced top-tier management team for 
combined company 

Merger teams have begun initial 
integration planning 

Plan to begin making state and federal 
regulatory filings in first quarter 2011 

Targeting close of merger transaction by 
end of 2011 

Continue operational 
performance of fleet 
and grid 

Achieved record capacity factor for 
nuclear fleet in 2010 

Achieved record generation levels for 
nonregulated Midwest generation in 2010 

Continue focus on operational excellence 

Aggressively manage 
capital and operating and 
maintenance costs 

Maintained relatively flat adjusted net 
operating and maintenance costs^ from 
2007-2010 

Modest increases to costs anticipated as 
major construction projects come on line in 
2011 and 2012 

Grow adjusted diluted EPS 
and the dividend 

Realized adjusted diluted EPS growth of 
approximately 17 percent in 2010 

Increased quarterly dividend from 
$0.24 per share to $0,245 per share 
during 2010 

Delivered Total Shareholder Return of 
9.5 percent during 2010 

Targeting 2011 adjusted diluted EPS range 
of$1.35-Sl ,4a 

Targeting a long-term dividend payout range 
of 65 to 70 percent of adjusted diluted EPS 

Project a dividend increase in 2011 
(subject to Board of Directors discretion 
and approval) 

Maintain balance sheet 
strength 

Credit ratings affirmed in January 2011 

Issued over $285 million of equity through 
internal plans during 2010 

Maintain current credit ratings 

Project no equity Issuances through 2013 
based on current business plan 

REGUUTED OPERATIONS 

Obtain constructive 
regulatory outcomes 

No significant regulatory outcomes were 
reached dunng 2010 

• Plan to file rate cases in up to three of 
our regulated jurisdictions in 2011 

Complete major construction 
projects on budget and 
on time 

Major construction projects are on time 
and on budget, except for Edwardsport 

Expect to bring Buck combined-cycle plant 
on line in 2011 

Work toward a constructive outcome with 
the Edwardsport cost increase proceedings 

Advance legislative agenda 
to reduce regulatory lag 

Planning for legislative agendas Propose legislation to address regulatory lag 
and the timely recovery of investments, such 
as new nuclear 

Position IVI id west generation 
business for the long term 

Filed a Market Rate Offer (MRO) in 
November 2010, proposing generation 
rates for Ohio customers in 2012 and 
beyond; in February 2011, PUCO failed to 
approve our MRO filing; we are currently 
explohng options 

Achieve a constructive outcome for 
generation pricing in Ohio 

Strategically respond 
to customer switching 
pressures in Ohio 

Duke Energy Retail has retained 
approximately 60 percent of Duke Energy 
Ohio's switched customers 

Respond to additional customer 
switching pressures in Ohio through 
Duke Energy Retail 

Strategically invest in the 
renewable energy and 
International businesses 

Qrevj the renev '̂able generation portfolio by 
over 250 megawatts duhng 2010 

Continue to evaluate investment 
opportunities 

1 N let of deferrals, cost recovery riders and special items 



CORPORATE GOVERNANCE 

BOARD OF DIRECTORS 

W i l l i a m (Bi l l ) Barnet I I I 

Cnairman, President and 

Ctiief Executive Officer 

The Barnet Company Inc. and 

Barnet Development Corp. 

Ch3ir, Finance and Risk Management 
Committee 

M&mber, Nuclear Oversight 
Committee 

Director of Dulce Energy or its 
predecessor companies since 2005 

G. Alex Bernhard t Sr. 

Chairman and 

Chief Executive Officer 

Bernhardt Furniture Company 

M^rnber, Audit Committee, 
Nuclear Oversight Committee 
Director of Duiie Energy or its 
predecessor companies since 1991 

IVIichael G. Browning 
Chairman and President 
Browning Investments Inc. 

Chair, Audit Committee 
Member, Corporate Governance 
Committee, Finance and Risli 
Management Committee 
Director of Dulce 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 of Duke Energy or its 
predecessor companies since 2007 

John H. Forsgren 

Retired Vice Chairman, 

Executive Vice President and 

Chief Financial Officer 

Northeast Utilities 

Member, Audit Committee. 
Compensation Committee 
Director of Dulce 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 Risk Management 
Committee 

Director of Duke Energy or its 
predecessor companies since 1994 

James H. (Jim] Hance Jr. 
Retired Vice Chairman and 

Chief Financial Officer 

Bank of America Corp. 

Chair, Compensation Committee 

Member, Finance and Risk 
Management Committee 
Director of Duke Energy or its 
predecessor companies since 2005 

E. James (Jim) Reinsch 
Retired Senior Vice President 

and Partner 

Bechtel Group 

Member, Finance and Risk 
Management Committee, Nuclear 
Oversight Committee 
Director of Duke Energy or its 
predecessor companies since 2009 

James T. (Jim) Rhodes 
Retired Chairman, President 

and Chief Executive Officer 

Institute of Nuclear Power 

Operations 

Chair, Nuclear Oversight Committee 
Member, Audit Committee 
Director ofDuke Energy or its 
predecessor companies since 2001 

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

Director of Duke Energy or its 
predecessor companies since 1988 

Philip R. (Phil) Sharp 
President 

Resources for the Future 

Member, Audit Committee, Nuclear 
Oversight Committee 

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

From left to right Jim Hance Jr., Michael Browning, John Forsgren, Dan DilVlicco, Ann Maynard Gray, 

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

EXECUTIVE IVIANAGEIVIENT 

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

Richard W. (Ricit) Haviland 
Senior Vice President — 
Construction and f^ajor Projects 

David W. IVIohler 
Senior Vice President and 
Chief Technology Officer 

Roberta B. Bowman 
Senior Vice President and 
Chief Sustainability Officer 

Brett C. Carter 
President — Duke Energy 
North Carolina 

Douglas F. (Doug) Esamann 
President — Duke Energy 
Indiana 

Lynn J. Good 
Group Executive and 
Chief Financial Officer 

Catherine E. Heigel 
President — Duke Energy 
South Carolina 

Dhiaa M.Jamil 
Group Executive, 
Chief Generation Officer and 
Chief Nuciear Officer 

Julie S. Janson 
President — Duke Energy Ohio 
and Duke Energy Kentucky 

Gianna M. Manes 
Senior Vice President and 
Chief Customer Officer 

B. Keith Trent 
Group Executive and 
President — Comtnercial 
Businesses 

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

Jennifer L. Weber 
Group Executive, 
Human Resources and 
Corporate Relations 

Marc E. Manly 
Group Executive, Chief Legal 
Officer and Corporate Secretary 

From left to right: Rick Haviland, Jennifer Weber, Brett Carter, Roberta Bowman, Marc Manly, Lynn Good, 
Keith Trent, Jim Rogers, Dhiaa Jamil, Catherine Heigel, David Mohler, Gianna Manes, Bill Tyndall, Julie Janson and Doug Esamann 
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DUKE ENERGY AT A GLANCE 

BUSINESS SEGMO^ 

U.S. FRANCHISED 

ELECTRIC AND GAS 

GENERATION DIVERSITY 
{percent owned capacity) 

• Coal 49% 
• Nuclear 19% 
• Natural Gas/Fuel Oil 20% 
• Hydru 12% 

CUSTOMER DIVERSITY 
(in billed GWh sales) 

4i 
• Residential 
• Commercial 
• Industrial 
__i Wholesale/Other 

34% 
32% 
25% 
9% 

COIVIIVIERCIAL 

POWER 
GENERATIOK DIVERSITY 
(percent owned capacity) 

• Coal 
• Natural Gas 
3 Renewable 
• Other 

41% 
44% 
12% 
3% 

DUKE ENERGY 

INTERNATIONAL 

GENERATION DIVERSITY 
(percent owned capacity) 

Hydro 
Fuel Oil 
Natural Gas 

69% 
20% 
11% 

OVERVIEVir 

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

Duke Energy's regulated generation, electric and gas 

transmission and distr ibution 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 ttie lowest possible cost. 

Electric Operations 

• Owns approximately 27 ,000 megawatts (MW) of 

generating capacity 

• Service area covers about 5 0 , 0 0 0 square miles witti an 

estimated population of 12 mill ion 

• Service to approximately 4 mil l ion residential, commercial 

and industrial customers 

• Over 1 5 2 , 2 0 0 miles of distribution lines and a 20 ,900-m i le 

transmission system 

Gas Operat ions 
• Regulated natural gas transmission and distribution services 

to approximately 5 0 0 , 0 0 0 customers in souttiwestern Ohio 

and northern Kentucky 

Commercial Power owns, operates and manages power plants, 

primarily located in the Midwest, and a renewable energy 

portfolio. Commercial Power's subsidiary, Duke Energy Retail, 

serves retail electric customers in Ohio with generation and 

other energy services at competitive rates. Commercial Power 

also includes Duke Energy Generation Services (DEGS), an 

on-site energy solutions and utility services provider. 

• Owns and operates a balanced generation portfolio 

of approximately 7,550 net MW of power generation 

(excluding w ind and solar generation assets) 

• Duke Energy Renewables currently has approximately 

9 8 6 M W of wind energy in operation and over 5 ,000 M W 

of w ind energy projects in development, and owns 16 MW 

of commercial solar 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 generation in Latin America. DEI also has an 

equity investment in National Methanol Co., a Saudi Arabian 

regional producer of MTBE, a gasoline additive. 

• Owns, operates or has substantial interests in approximately 

4 , 2 0 0 net MW of generation facilities 

• About 7 0 percent of DEI's generating capacity is 

hydroelectric 
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This document contains forward-looking statements within the 
meaning of ttie Private Securities Litigation Reform Act of 1995. 
Forward-looking statements are typically identified by words or 
phrases such as "may," "will," "anticipate," "estimate," "expect," 
"project," "intend," "plan," "believe," "target," "forecast," and 
other words and terms of similar meaning. Forward-looking 
statements involve estimates, expectations, projections, goals, 
forecasts, assumptions, risks and uncertainties. Duke Energy 
and Progress Energy caution readers that any forward-looking 
statement Is not a guarantee of future performance and that 
actual results could differ materially from those contained in 
the forward-looking statement. Such forward-looking statements 
include, but are not limited to, statements about the benefits 
of the proposed merger involving Duke Energy and Progress 
Energy, Including future financial and operating results, Duke 
Energy's or Progress Energy's plans, objectives, expectations and 
intentions, the expected timing of completion of the transaction;-
and other statements that are not historical facts. Important 
factors that could cause actual results to differ materially from 
those indicated by such forward-looking statements include risks 
and uncertainties relating to: the ability to obtain the requisite 
Duke Energy and Progress Energy shareholder approvals; the 
risk that Duke Energy or Progress Energy may be unable to 
obtain governmental and regulatory approvals required for the 
merger, or required governmental and regulatory approvals may 
delay the merger.or result in the imposition of conditions that 
could cause the parties to abandon the merger; the risk that 
a condition to closing of the merger may not be satisfied; the 
timing to consummate the proposed merger; the risk that the 
businesses will not be integrated successfully; the risk that the 
cost savings and any other synergies from the transaction may 
not be fully realized or may take longer to realize than expected; 
disruption from the transaction making it more difficult to 
maintain relationships with customers, employees or suppliers; 
the diversion of management time on merger-related issues; 
general worldwide economic conditions and related 
uncertainties; the effect of changes in governmental regulations; 
and other,factors discussed or referred to in the "Risk Factors" 
section of each of Duke Energy's and Progress Energy's most 
recent Annual Report on Form 10-K filed with the Securities 
and Exchange Commission. These risks; as well as other risks 
associated with the merger, will be more fully discussed in 
the joint proxy statemenVprospectus that will be included In 
the Registration Statement on Form S-4 that will be filed with 
the SEC in connection with the merger. Additional risks and 
uncertainties are identified and discussed in Duke Energy's 
and Progress Energy's reports filed with the SEC and available 
at the SEC's website at wv^w.sec.gov. Each forward-looking 
statement speaks only as of the date of the particular statement 
and neither Duke Energy nor Progress Energy undertakes any 
obligation to update or revise its forward-looking statements, 
whether as a result of new information, future events or otherwise. 

Additional information on the merger and where to find it 
This document does not constitute an offer to sell or the 

solicitation of an offer to buy any securities, or a solicitation of 
any vote or approval, nor shall there be any sale of securities in 
any jurisdiction in which such offer, solicitation or sale would be 
unlav/ful prior to registration or qualification underthe securities 
laws of any such jurisdiction. In connection with the proposed 
merger between Duke Energy and,Progress Energy, Duke Energy 
will file with the SEC a Registration Statement on Form S-4'that 
will include a joint proxy statement of Duke Energy and Progress 
Energy that also constitutes a prospectus of Duke Energy. 
Duke Energy and Progress Energy will deliver the joint proxy 
statement/prospectus to their respective shareholders. Diike 
Energy and Progress Energy urge investors and shareholders 
to read the joint proxy statement/prospectus regarding the 
proposed merger when it becomes available, as well as other 
documents filed with the SEC, because they will contain 
importaht information. You may obtain copies of all documents 
filed with the SEC regarding this transaction, free of charge, 
at the SEC's website (www.sec.gov). You may also obtain 
these documents, free of charge, from Duke Energy's website 
(www.duke-energy.com) underthe heading "Investors" and 
then underthe heading"Financlals/SEC Filings," 

Participants In the merger solicitation 
Duke Energy, Progress Energy, and their respective 

directors, executive officers and certain other members of 
management and employees may be soliciting proxies from 
Duke Energy and Progress Energy shareholders in favor of the 
merger and related matters, Information regarding the persons 
who may, under the rules of the SEC, be deemed participants in 
the solicitation of Duke Energy and Progress Energy shareholders 
in connection .with the proposed merger will be set forth in the 
joint proxy statement/prospectus when it is filed with the SEC, 
You can find information about Duke Energy's and Progress 
Energy's executive officers and directors In each of their most 
recent definitive proxy statement. Additional information about 
Duke Energy's and Progress Energy's executive officers and 
directors can be found in the above-referenced Registration 
Statement on Form S-4 when it becomes available. You can 
obtain free copies of these documents from Duke Energy and 
Progress Energy using the contact information above. 
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NON-GAAP FINANCIAL MEASURES 

Adjusted Diluted Earnings per Share ("EPS") 
Duke Energy's 2010 Annual Report references 2010 adjusted 
di'luted EPS of $1,43, Adjusted diluted EPS isa non-GAAP 
(generally accepted accounting principles) financial measure 
as it represents diluted EPS from continuing operations 
attributable to Duke Energy Corporation common shareholders, 
adjusted for the per share Impact of special items and the mark-
to-market impacts of economic hedges in the Commercial Power 
segment. Special items represent certain charges and credits 
which management believes will not be recurring on a regular 
basis, although it is reasonably possible such charges and 
credits could recur. Mark-to-market adjustments reflect the 
mark-to-market impact of derivative contracts, which is 
recognized in GAAP eamings 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 ecor^omic value of certain of its generation assets in the 
Commercial Power segment. The economic value of the 
generation assets is subject to fluctuations in fair value due 
to market price voiatility 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 ofthe economic hedge contracts from adjusted 
earnings until settlement better matches the financial impacts 
ofthe 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 ofthe 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 
2010, 2009, and 2008: 

2010 2009 2008 

Diluted EPS from continuing operations, 
as reported 

Diluted EPS from discontinued operations, 
as reported 

Diluted,EPS from extraordinary Items, 
as reported 

Sl.OO $0,82 $1,01 

— 0,01 O.Ol' 

— — 0,05 

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

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

Sl.OO $0.83 $1,07 

— (0,01) 

0.43 0,40 

(0,01) 
(0,05) 

0,20 

Diluted EPS, adjusted $1.43 $1,22 $1,21 

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: 

•llions, except per-share amounts) 

Goodwill and other impairments 
Voluntary retirement plan & 

office consolidation costs 
Costs to achieve the Cinergy merger 
Litigation reserve 
Asset sales 
IVlark-to-market Impact of economic hedges 

Pre-Tax 
Amount 

$(660) 

(172) 
(27) 
(26) 
248 

33 

Tax 
Effect 

$53 

67 
10 
10 

(94) 
(12) 

2010 
Diluted 

EPS 
Impact 

$(0.46) 

(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 ofthe $(0,40) per share in 
special items and mark-to-market in Commercial Power 
impacting adjusted diluted EPS for 2009: 

In rnillions, except per-share amounts) 

2009 
Diluted 

Pre-Tax Tax EPS 
Amount Effect Impact 

Goodwill and other impairments $(431) $ 21 $(0,32) 
Mark-to-market impact of economic hedges (50) 22 (0.03) 
International transmission adjustment (32) 10 (0.02) 
Crescent related guarantees and 

tax adjustments (26) (3) 
Costs to achieve the Cinergy merger (25) 10 

Total adjusted EPS impact 

(0.02) 
(0.01) 

$(0.40) 

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

[In millions, except per-share amounts) 

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

Pre-Tax 
Amount 

$(214) 
(82) 
(75) 
(44) 

Tax 
Effect 

$83 
30 
27 
17 

2008 
Diluted 

EPS 
Impact 

$(0,10) 
(0.04) 
(0.04) 
(0,02) 

Total adjusted EPS Impact $(0,20) 

2011 Adjusted Diluted EPS Outlook 
Duke Energy's 2010 Annual Report references Duke 

Energy's forecasted 2011 adjusted diluted EPS outlook range 
of $1,35-$1.40 per share, which is consistent with the 2011 
employee incentive earnings target. The materials also reference 
the forecasted range of growth of 4%-6% in adjusted diluted 
EPS (on a compound annual growth rate ("CAGR") basis) from 
a base of adjusted diluted EPS for 2009 of $1.22, Adjusted 
diluted EPS is a non-GAAP financial measure as it represents 
diluted EPS fnom continuing operations attributable to Duke 
Energy Corporation shareholders, adjusted for the per-share 
impact of special items and the mark-to-market impacts of 
economic hedges In the Commercial Power segment. Special 
items represent certain charges and credits which management 
believes will not be recurring on a regular basis, although it • 
is reasonably possible such charges and credits could recur. 
Mark-to-market adjustments reflect the mark-to-market impact 
of derivative contracts, which Is recognized in GAAP earnings 
immediately as such derivative contracts do not qualify for 
hedge accounting or regulatory accounting treatment, used 
in Duke Energy's hedging of a portion of the economic value 
of its generation assets in the Commercial Power segment 
(as discussed separately under "Adjusted Diluted 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. 

Adjusted Segment EBIT for 2009 and 2010 
Duke Energy's 2010 Annual Report Includes a discussion 

of adjusted segment EBIT for the years ended DecemberSl, 
2010 and 2009, The primary performance measure used by 
management to evaluate segment performance Is segment 
EBIT from continuing operations, which at the segment level 
represents all profits from continuing operations (both operating 
and non-operating), including any equity in earnings of 
unconsolidated affiliates, before deducting interest and taxes, 
and is net ofthe 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 and anticipated future segment 
performance. -When used for future periods, adjusted segment 
EBIT may also Include any amounts that may be reported as 
discontinued operations or extraordinary items,.. 

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-tQ-market adjustments reflect the mark-to-market impact 
of derivative contracts, which is recognized in GAAP eamings 
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 years ended DecemberSl, 2010 and 2009, to the most 
directly comparable GAAP measure: 

For the Year Ended December 3 1 , 2010 

(In millions) 

Adjusted 
Segment 

EBIT 

Goodwill & 
Other Asset 

Impairments 

Economic 
Hedges 

(Mark-to-
Market) 

Reported 
Segment 

EBIT 

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

Total 2010 reportable segment EBIT 

$2,966 
398 
486 

$3,850 

$ -
(660) 

$(660) 

$ -
33 

$33 

$2,966 
(229) 
486 

$3,223 

For the Year Ended December 3 1 , 2009 

(In millions) 

U.S, Franchised Electric & Gas 
Commercial Power 
International Energy 

Adjusted 
Segment 

EBIT 

$2,321 
500 
409 

International 
Transmission 

Adjustment 

$ -

(26) 

Goodwill & 
Other Asset 

Impairments 

$ -
(413) 

(18) 

Economic 
Hedges 

(Mark-to-
Market) 

$ — 
(60) 

Reported 
Segment 

EBIT 

$2,321 
27 

365 

Total 2009 reportable segment EBIT $3,230 $(26) $(43i; $(60) $2,713 

Adjusted Earnings per Share Accretion in Year One 
of Merger with Progress Energy 

Duke Energy's 2010 Annua! Report Includes a reference 
to Duke Energy's assumption that the merger transaction Is 
anticipated to be accretive in the first year after closing, based 
upon adjusted diluted EPS. 

This accretion assumption is a non-GAAP financial measure 
as it is based upon diluted EPS from continuing operations 
attributable to Duke Energy Corporation shareholders, adjusted 
for the per-share impact of special Items and the mark-to-market 
impacts of economic hedges In the Commercial Power segment 
(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 atthbutable to Duke Energy Corporation common 
shareholders, which includes the impact of special items 
(including costs-to-achieve the merger) and the mark-to-market 
Impacts of economic hedges in the Commercial Power segment. 
On a reported diluted EPS basis, this transaction Is not 
anticipated to be accretive due to the level of costs-to-achleve 
the merger. Due tb 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. 

Dividend Payout Ratio 
Duke Energy's 2010 Annual Repod: includes a discussion 

of Duke Energy's anticipated long-term dividend payout ratio 
of 65-70% 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 for the 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. 
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Total Available Liquidity 
Duke Energy's 2010 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 
(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 asof DecemberSl, 
2010, to the most directly comparable GAAP measure: 

(In millions) 

Cash and cash equivalents 
Less: Amounts held in foreign jurisdictions 

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

Total available liquidity 

As of 
December 31 , 2010 

$1,670 
(724) 

946 

2,482 

$3,428 

Adjusted Operation, Maintenance and Other Expenses 
Duke Energy's 2010 Annual Report includes a discussion 

of adjusted operation, maintenance and other costs ("O&M 
expenses"). Adjusted O&M expenses is a non-GAAP financial 
measure as it represents reported O&M expenses adjusted 
for the impact of special items and deferrals and cost recovery 
riders, 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. The most directly comparable GAAP measure for adjusted 
O&M expenses is reported O&M expenses, which includes the 
impact of special items. The following Is a reconciliation of 
adjusted O&M expenses for the years ended DecemberSl, 2010 
and 2009, to the most directly comparable GAAP measure: 

(In millions) 2010 2009 

Operation, maintenance and other (a) $3,825 $3,313 
Transfers to capital (b) 108 149 
Less: 

Voluntary retirement plan & 
office consolidation costs (c) (164) — 

International transmission adjustment (c) 
Costs to achieve the Cinergy merger (c) 
Deferrals, recoverables, and other (d) 

Adjusted operations and maintenance cost $3,422 $3,342 

(a) As reported in the Consolidated Statements of OperatJons for the 
years ended DecemberSl, 2010 and DecemberSl, 2009. 2008 
and 2007 operation, maintenance and other expenses were $3,351 
million and $3,324 million, respectively. 

(b) Represents capitalized costs that were included for purposes of 
calculating the employee operations and maintenance costs target, 

(c) Presented as a special item for purposes of calculating adjusted 
diluted earnings per share. 

(d) Primarily represents expenses to be deferred or recovered through 
tate riders (e.g., impact of regulatoty deferrals, reagents, etc). 
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EXHIBIT INDEX E-l 

This document includes forward-looking statements within the meaning of 
Section 27A ofthe Securities Act of 1933 and Sectron 21E of the Securities 
Exchange Act of 1934. Forward-looking statements are based on management's 
beliefs and assumptions. These foiward-looking slatements, which are intended 
to cover Duke Energy and the applicable Duke Energy Registrants, are identified 
by tenns and phrases such as "anticipate," "believe," "intend," "estimate," 
"expect," "continue," "should," "could," "may," "plan," "project," "predict," "will," 
"potential," "forecast," "target," and similar expressions. FoPA'ard-looking 
statements involve risks and uncertainties that may cause actual results to be 
materially different from the resulte predicted. Factors that could cause actual 
resulte to differ materially from those indicated In any fonward-looklng statement 
Indude, but are not limited to; 

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

• Coste and effecte of legal and administtative proceedings, settlemente, 
investigations and claims; 

• Industrial, commercial and residential growth or decline in the respective 
Duke Energy Registrants' service territories, customer base or customer 
usage patterns; 

•Additional competition in electric markets and continued industry 
consolidation; 

• Political and regulatory uncertain^ in other countries In which Duke 
Energy conducts business; 

• The influence of weather and other natural phenomena on each of the 
Duke Energy Regstrants' operations, including the economic, operational 
and other effecte of storms, hurricanes, droughte and tornadoes; 

•Thetimingandextentof 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 facilities and of projects undertaken 
by Duke Energy's non-regulated businesses; 

•The resulte of financing efforts, including 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 ofcreditworthiness of counterparties to Duke Energy Registrants' 
transactions; 

• Employee wockfotce factors, including the potential inability to attract and 
retain key personnel; 

• Growth in opportunities for the respective Duke Energy Registrants' 
business units, induding tine timing and success of efforts to develop 
domestic and international power and other projects; 

• Construction and development risks associated with the completion of 
Duke Energy Registrante' capital investment projects in existing and new 
generation facilities, including risks related to financing, obtaining and 
complying with tenns of permits, meeting construction budgete and 
schedules, and satislying operating and environmental performance 
standards,' as well as the ability to recover costs trom ratepayers in a 
timely manner or at all; 

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

• The expected timing and likelihood of completion of the proposed merger 
with Progress Energy, Inc., including the timing, receipt and terms and 
conditions of any required governmental and regulator̂ ' 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 ability to successfully complete merger, acpuisition or divestiture 
plans. 
In light of these risks, uncertainties and assumptions; the events described 

in the fonward-looking statements might not occur or might occur to a different 
extent or at a different time than Duke Energy has described. The Duke Energy 
Registtants undertake no obligation to publicly update or revise any forward-
looking statements, whether as a result of new information, future evente or 
otherwise. 



Glossary of Terms 

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

Term or Acronym DeTinitian 

AAC Annually Adjusted Component 

ACES American Clean Energy and Security Act 

of 2009 

ADEA Age Discrimination in Employment 

AEP American Electric Power Company, Inc. 

AFUDC Allowance for Funds Used During 

, Coristruction 

Aguaytia Aguaytia Energy de! Peru S.R.L. Ltda. 

ANEEL , .r 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 Umited 

BPM , Bulk Power Marketing 

CAA Clean Air Act 

CAC Citizens Action Coalition of Indiana, Inc. 

CAGR Compounded Annual Growth Rate 

CAIR Clean Air Interstate Rule 

Catamount Catamount Energy Corporation 

CC Combined Cycle 

CCP Coal Combustion Product 

Celanese Celanese Acetate, LLC 

CG&E The Cincinnati Gas & Electric Company 

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

Cliffside Unit 6 Cliffside Facility in North Carolina 

CT Combustion Turbine 

Cinergy Cinergy Corp. {collectively with its 

subsidiaries) 

CO2 Carbon Dioxide 

COL Combined Construction and Operating 
License 

CPCN Certificate of Public Convenience and 

Necessity 

CRES Competitive Retail Electric Supplier 

Crescent Crescent Joint Venture 

DAQ Division of Air Quality 

DB ' . , . . ' Defined Benefit Pension Plan 

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

below: 

Term or Acronym Definition 

DEGS Duke Energ/ Generation Services, Inc. 

DEI Duke Energy International, LLC 

DEIGP Duke Energy International Geracao 

Paranapenema S.A. 

DENA , . , Duke Energ/ Nori:h America 

DENR Depari:ment 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 Mari<eting, 

LLC 

DOE Depari:ment of Energy 

DOJ . . . , Depari:ment of Justice 

DRIP Dividend Reinvestment Plan 

DSM Demand Side Management 

Duke Energy Duke Energy Corporation (collectively 
with its subsidiaries) 

Duke Energy r 

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 • Environmental Protection Agency 

EPS , .• Earnings Per Share 

ERISA Employee Retirement Income Securih/ 

Act 

ESP Electric Security Plan 

ETR Effective tax rate 

EWG Exempt Wholesale Generator 

FASB Financial Accounting Standards Board 

FCC Federal Communications Commission 

FERC Federal Energy Regulatory Commission 

FIP Federal Implementation Plan 

FPP Fuel and Purchased Power 

FPSC Florida Public Service Commission 

GAAP Generally Accepted Accounting 
Principles in the United States 



Term or Acronym Definition ^ ^ 

GHG Greenhouse Gas 

GWh Gigawatt-hours 

HAP Hazardous Air Pollutant 

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 Regulatoiy Commission 

KPSC Kentucky Public Service Commission 

KV Kilovolt 

kWh Kilowatt-hour 

LIBOR London Interbank Offered Rate 

MACT Maximum achievable control technology 

Mcf Thousand cubic feet 

Merger Agreement Agreement and Plan of Merger 

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 Sen/ices 

MRO Market Rate Offer 

MTBE Methyl tertiary butyl ether 

MW Megawatt 

MVP Multi Value Projects 

MWh Megawatt-hour 

NCUC North Carolina Utilities Commission 

NDTF Nuclear Decommissioning Trust Funds 

NEIL Nuclear Electric Insurance Limited 

NMC National Methanol Company 

NOx Nitrogen oxide 

NPNS Normal purchase/normal sale 

NRC . , . . Nuclear Regulatory Commission 

NSR New Source Review 

Ohio T&D Ohio Transmission and Distribution 

ORS South Carolina Office of Regulatory Staff 

OUCC Indiana Office of Utility Consumer 
Counselor 

Term or Acronym Definition 

OVEC Ohio Valley Electric Corporation 

Pioneer Transmission . . . Pioneer Transmission, LLC 

PJM PJM Interconnection, LLC 

Progress Energy Progress Energy, Inc. 

Prosperity Prosperity Mine, LLC 

PSCSC Public Service Commission of South 

Carolina 

PSD Prevention of Significant Deterioration 

PUCO Public Utilities Commission of Ohio 

PUHCA Public Utilily Holding Company Act of 

1935, as amended 

QSPE ; Qualilying Special Purpose Entity . 

REPS Renewable Energy and Energy 
Efficiency Portfolio Standard 

RICO Racketeer Influenced and Corrupt 

Organizations 

RSP Rate Stabilization Plan 

RTO R^ional Transmission Organization 

Saluda Saluda River Electric Cooperative, Inc's 

S 431 South Carolina General Assembly 
Senate Bill 431 

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, L.P, 

SO2 Sulfur dioxide 

Spectra Energy Spectra Energy Corp. 

Spectra Capital Spectra Energy Capital, LLC (formerly 

Duke Capital LLC) 

S&P Standard & Poor's 

Stimulus Bill The American Recovery and 
Reinvestment Act of 2009 

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

TSA Transition Services Agreement 

TSR . , . , , . . , Total shareholder return 

USFE&G . , ; U.S, Franchised Electric and Gas 

Vectren Vectren Energy Delivery of Indiana 

VIE Variable Interest Entity 

WACC Weighted Average Cost of Capital 

Windstream Windstream Corp. 

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

GENERAL 

Proposed Merger with Pr(^ress Energy, Inc. 

On Januarys, 2011, Duke Energy Corporation (DukeEnergy) 

entered into an Agreement and Plan of Merger (Merger Agreement) 

between and 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 dosing of the merger, each 

issued and outstanding share of Progress Energy common stock will 

automatically be cancelled and converted Into the right to receive 

2,6125 shares of common stock of Duke Energy, subject to 

appropriate adjustment for a reverse stock split of the Duke Energy 

common stock as contemplated in the Merger Agreement (and except 

that any shares of Progress Energy common stock that are owned by 

Progress Energy or Duke Energy, other than in a fiduciary capacity, 

will be cancelled without any consideration therefor). Each 

outstanding option to acquire, and each outstanding equity award 

relating to, one share of Progress Energy common stock will be 

converted Into an option to acquire, or an equity award relating to 

2.6125 shares of Duke Enei^ common stock, as applicable, subject 

to appropriate adjustment for the reverse stock split. Completion of 

the meiger is conditioned upon, among other things, approval bythe 

shareholders of both companies as well as expiration or termination 

of any applicable waiting period under the Hart-Scott-Rodino Antitrust 

Improvements Act of 1976 and approval, to the extent required, by 

the Federal Energy Regulatoty Commission (FERC), the Federal 

Communication Commission (FCC), the North (;;arolina Utilities 

Commission (NCUC), the Public Service Commission of South 

Clarolina (PSCSC), the Florida Public Service Commission (FPSC), the 

Indiana Utility R^ulatory Commission (IURC), the Kentucky Public 

Service Commission (KPSC), the Public Utilities Commission of Ohio 

(PUCO) and the Nuclear Regulator/ Commission (NRC). Duke 

Enei^ is targeting completion of the merger by the end of 2011, but 

cannot assure completion by any particular date. The Metier 

Agreement contains certain termination rights for both Duke Energy 

and Progress Energy, and further provides for the payment of fees 

and expenses upon termination under specified circumstances. 

Further Information concerning the proposed merger will be included 

in a joint proxy statement/prospectus contained in the regstration 

statement on Form S-4 to be filed by Duke Energy with the Securities 

and Exchange Commission (SEC) In connection with the meiger. On 

February 22, 2011, the board of directors of Duke Energy approved 

a reverse share split, at a ratio of l-for-3 which will be subject to the 

merger being completed and receipt of the requisite approval of the 

shareholders of Duke Energ/, For additional information on the details 

of this proposed transaction, see Note 3 to the Consolidated Financial 

Statements, "Acquisitions and Dispositions of Businesses and Sales 

of Other Assets." 

Duke Energy Corporation. 

Duke Energy Corporation (collectively with its subsidiaries, Duke 

Energy) Is an energy company primarily located In the Americas. 

Duke Energy operates in the United States (U.S.) primarily through its 

direct and indirect wholly-owned subsidiaries, Duke EnergyCarolinas, 

LLC (Duke Energy Carolinas), Duke Energy Ohio, Inc. {Duke Energy' 

Ohio), which Includes Duke Energy Kentucky, Inc. (Duke Energy 

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

well as in South America and Central America primarily through 

Duke Energy International, LLC. When discussing Duke Energy's 

consolidated financial information, It necessarily Includes the results 

of its three separate subsidiary registrants, Duke Ener^ 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 Eneigy Holding Corp. (Duke Energy HC) was incorporated 

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

subsidiary of Duke Energy Corporation (Old Duke Energy, for 

purposes of this discussion regarding the Cinefgy merger). In the 

second quarter of 2006, Duke Energy and Cinergy Corp, (Cinergy) 

consummated a merger which combined the Duke Energy and • 

Cinergy regulated franchises, as well as deregulated generation In the 

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

merger agreement, Old Duke Energy and Cinergy merged into wholly-

owned subsidiaries of Duke Energy HC, resulting in Duke Energy HC 

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

merger transactions, Duke Energy HC changed its name to Duke 

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

Duke Energ/ converted Into a limited liability company named Duke 

Power Company, LLC (subsequently renamed Duke Energy Carolinas 

effective October 1,2006), Asa result ofthe merger transaction, 

each outstanding share of Cinergy common stock was converted into 

1,56 shares of common stxk of Duke Energy, which resulted In the 

Issuance of approximately 313 million shares of Duke Energy 

common stock. Additionally, each share of common stock of Old 

Duke Energy was converted into one share of Duke Energy common 

stock. Old Duke Energy is the predecessor of Duke Energy for 

purposes of U.S. securities regulations goveming financial statement 

filing. 

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

Directors authorized and directed management to execute the sale or 

disposition ofsubstantlally all of fonmer Duke Energy North America's 

(DENA) remaining assets and contracts outside the Midwestern 

United States and certain contractual positions related to the 

Midwestern assets. The exit plan was completed in the second 

quarter of 2(X36. Certain assets of the fonner DENA business were 

transferred to the Cbmmercial Power business segment and certain 

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

On January 2, 2007, Duke Energy completed ttie spin-off of its 

natural gas businesses, named Spectra Energy Corp. (Spectra 

Energy), including its wholly-owned subsidiaiy Spectra Energy 

Caf^tal, LLC (Spectra Energy Capital, fomieriy Duke Capital LLC). The 

natural gas businesses spun off primahly consisted of Duke Ener^r's 

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

DUKE ENERGY CORPORATION/ 2010 FORM 10-K 



PART 

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

Duke Energy Field Services, LLC), which was part of tiie Field 

Services business segment, 

Duke Energy Business Segments. 

At December 3 1 , 2010, Duke Energy operated the following 

business s^ments, all of which are considered reportable segments 

under the applicable accounting rules: U,S. Franchised Electric and 

Gas (USFE&G), Commercial Power and Intemational Energy, Duke 

Energy's chief operating decision maker regularly reviews financial 

information about each ofthese business segments in deciding how 

to allocate resources and evaluate performance. For additional 

information on each of these business segments, including financial 

and geographic information about each reportable business segment, 

see Note 2 to the Consolidated Rnancial Statements, "Business 

S^ments." 

The following is a brief description of the nature of operations of 

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

Other. 

U.S. Franchised Electric and Gas. 

USFE&G generates, transmits, distributes and sells electricity in 

central and western North Carolina, western South Carolina, 

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

northern Kentucky. USFE&G also transports and sells natural gas in 

southwestern Ohio and northern Kentucl^. It conducts operations 

primarily through Duke Energy Carolinas, the r^ulated transmission 

and distribution operations of Duke Energy Ohio, Duke Energy 

Indiana and Duke Energy Kentucky. These electric and gas 

operations are subject to the rules and regulations ofthe FERC, the 

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

substantial majority of USFE&G's operations are regulated and, 

accordingly, these operations qualify for regulatory accounting 

treatment. 

Commercial Power. 

Commercial Power owns, operates and manages power plants 

and engages in the wholesale marketing and procurement of eiectric 

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

as other contractual positions. Commercial Power's generation 

operations, excluding renewable energy generation assets, consists of 

primarily coal-fired generation assets located in Ohio which are 

dedicated underthe Duke Energy Ohio Electric Security Plan (ESP) 

and gas-fired non-regulated generation assets which are dispatched 

into wholesale markets. These assets comprise 7,550 net megawatts 

(MW) of power generation primarily located in the Midwestern U,S, 

The asset portfolio has a diversified fuel mix with baseload and 

mid-merit coal-fired units as well as combined cycle (CC) and 

peaking natural gas-fired units. Commercial Power's operations 

which are subject to the ESP qualify for regulatory accounting 

treatment. For more Information on the ESP, as well as the 

reapplicafion of regulatory accounting to certain of its operations, see 

the "Commercial Power" section below. 

Commercial Power also has a retail sales subsidiary, Duke 

Energy Retail Sales, LLC (Duke Energy Retail), which is certified by 

the PUCO as a Competitive Retail Electric Supplier (CRES) provider in 

Ohio. Duke Energy Retail sen/es retail electric customers in 

southwest, west central and northern Ohio with energy and other 

energ/ sen/Ices at competitive rates. During 2010 and 2009, due to 

increased levels of customer switching as a result of the competitive 

markets in Ohio, Duke Energy Retail has focused on acquiring 

customers that had previously been served by Duke Energy Ohio 

under ttte ESP, as well as those previously sen/ed by other Ohio 

franchised utilities. - - . . 

Commercial Power owns a 9% interest in Ohio Valley Electric 

Corporation (OVEC), Through its ownership interest in OVEC, 

Commercial Power has a contractual arrangement through March 

2026 to buy power from OVEC's power plants. All power purchased 

from OVEC is sold into wholesale markets. 

Through Duke Energy Generation Services, Inc. and its affiliates 

(DEGS), Commercial Power develops, owns and operates electric 

generation for large energy consumers, municipalities, utilities and 

industrial facilities, DEGS currently manages 4,440 MW of power 

generation at 28 facilities throughout the U.S. In addition, DEGS 

engages in the development, constnjction and operation of renewable 

energy projects. Currently, DEGS has over 5,000 MW of renewable 

energy projects In the development pipeline with 1,002 net MW of 

renewable generating capacity in operation as of December 3 1 , 

2010. DEGS is also developing transmission and biomass projects, 

Intemational Energy. 

Intemational Energj' principally owns, operates and manages 

power generation facilities, and engages in sales and mari<eting of 

electric power and natural gas outside the U,S, It conducts operations 

pnmarily through Duke Energy Intemational, LLC (DE!) and its 

affiliates and its activities target power generation in Latin America. 

Through its wholly-owned subsidiary Aguaytia Energy del Penj S.R.L, 

Ltda, (Aguaytia) and its equity method investment In National 

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

International Energy also engages in the production of natural gas 

liquids, methanol and methyl tertiary butyl ether (MTBE). 

Other. 

The remainder of Duke Energy's operations is presented as 

Other. While it is not considered a business segment, Other primarily 

includes certain unallocated corporate costs. Bison Insurance 

Company Limited (Bison), Duke Energy's wholly-owned captive 

insurance subsidiary, contributions to the Duke Energy Foundation, 

Duke Energy's effective 50% interest in DukeNet Communications, 

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

includes the remaining portion of Duke Energy's business fomieriy 

known as Duke Energ/ North America that was not exited or 

transferred to Commercial Power, primarily Duke Energy Trading and 

Marketing, LLC (DETM), which is 60% owned by Duke Energy and-

40% owned by Exxon Mobil Corporation and management is 

currently in the process of winding down. 

Unallocated corporate costs include certain costs not reflected In 

Duke Energy's reportable business segments, primarily govemance 

costs, costs to achieve mergers and divestitures and costs associated 

with cerisin corporate severance programs. Bison's principal activities 

as a captive insurance entity include the Indemnification and 

reinsurance of various business risks and losses, such as property. 
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business Interruption 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., serving 

wireless, local and long-distance communications companies, 

internet service providers and other businesses and organizations. 

General. 

Duke Energy is a Delaware corporation. Its principal executive 

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

Carolina 28202-1803. Duke Energy Canolinas is a North Carolina 

limited liability company. Its principal executive offices are located at 

525 South Church Street. Charlotte, North Carolina 28202-1803. 

Duke Energy Ohio is an Ohio corporation. Its principal executive 

offices are located at 139 East Fourth Street, Cincinnati, Ohio 

45202, Duke Energy Indiana Is an Indiana corporation. Its principal 

executive offices are located at 1000 East Main Street, Plainfield, 

Indiana 46158. 

Tbe telephone number for the Duke Energy Registrants Is 

704-594-6200. The Duke Energ/ Registrants electronically file 

reports with the SEC, including annual reports on Form 10-K, 

quarterly reports on Form 10-Q. current reports on Form 8-K, proxies 

and amendments to such reports. 

The public may read and copy any materials that the Duke 

Energ/ 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 operation ofthe Public Reference 

Room by calling the SEC at 1-800-SEC-0330. The SEC also 

maintains an Internet site that contains reports, proxy and information 

statements, and other Information regarding issuers that file 

electronically with the SEC at http://www.sec.gov. Additionally, 

Information about the Duke Energy Registrants, including its reports 

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

http-.//vmw.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 

fumished to the SEC. 

The fbilowing sections describe the business and operations of 

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

Other, (For more information on the operating outlcxjk of Duke Energy 

and its reportable s^mente, see "Management's Discussion and 

Analysis of Financial Condition and Results of Operations, 

Introduction—Executive Overview and Economic Factors for Duke 

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

reportable business segments, see Note 2 to the Consolidated 

Financial Statements, "Business Segments.") 

U.S. FRANCHISED ELECTRIC AND GAS 

Service Area and Customers 

USFE&G generates, transmits, distributes and sells electricity 

and transports and sells natural gas. It conducts operations primarily 

through Duke Energy Carolinas, the regulated Iransmission and 

distribution operations of Duke Energy Ohio, Duke Energy Indiana 

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

and Duke Ener©' Kentucky collectively referred to as Duke Energy 

Midwest). Its seivice area covers 50,000 square miles with an 

estimated population of 12 million in central and western North 

Carolina, western South Carolina, southwestern Ohio, central, 

north central and southern Indiana, and northern Kentucky,' 

USFE&G supplies electric service to 4 million residential, 

commercial and Industrial customers over 152,200 miles of 

disfribution lines and a 20,900 mile transmission system, 

USFE&G provides regulated transmission and distribution 5e^ '̂ices 

for natural gas to 500,000 customers in southwestern Ohio and 

northern Kentucky via 7,200 miles of gas mains (gas distribution 

lines that serve as a common source of supply for more than one 

service line) and 6,000 miles of service lines, Electricity is also 

sold wholesale to incorporated municipalities, electnc cooperative 

utilities and other load sen/ing entities. 

Duke Energy Carolinas' service area has a diversified 

commercial and industrial presence. Manufacturing continues to be 

one of the \3rgest contributors to tbe economy in the region. Other 

sectors such as health care, finance, insurance, real estate services, 

local government and education also constitute key components of 

the states' gross domestic product. Chemicals, food products, rubber 

and plastics, textile and motor vehicle manufacturing Industries weie 

among the most significant contributors to the Duke Energy Carolinas' 

industrial sales revenue for 2010. 

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

both have a diversified commercial and Industrial presence. Major 

components of the economy include manufacturing, aerospace, real 

estate and rental leasing, wholesale trade, financial and insurance 

services, retail trade, education, healthcare and professional/business 

services. 

The primary metals industry, transportation equipment, 

chemicals, and paper and plastics were the most significant 

contributors to the area's manufacturing output and Duke Energy 

Ohio's and Duke Energy Kentucky's Industrial sales revenue for 

2010, Food and beverage manufacturing, fabricated metals, and 

electronics also have a strong impact on the area's econornic growth 

and the region's industrial sales. 

Industries of major economic signiilcance In Duke Enei^ 

Indiana's service territory include fabricated metals, rubber and plastics, 

food producte, stone, clay and glass, primary metals, and 

transportation. Other significant industries operating in the area include 

chemicals and other manufacturing. Key sectors among general service 

customers include health care, education and retail trade. 

The number of residential and general service customers within 

the USFE&G's service territory, as well as sales to these customers, is 

expected to increase over time. However, grovî h In the near-term is 

being hampered by the current economic conditions. Industrial sales 

increased in 2010 when compared to 2009. The recovery In sales 

volumes was driven by higher levels of Industrial production in 

response to higher expected demand for manufactured goods. 

Industrial sales will remain strong as the economy recovers, but with 

a lower expected grov\̂ h rates, 

USFE&G's costs and revenues are Influenced by seasonal 

patterns. Peak sales of electricity occur during the summer and winter 

months, resulting in higher revenue and cash flows during those 

periods. By contrast, fewer sales of electricity occur during the spring 

and fall, allowing for scheduled plant maintenance during those 

periods. Peak gas sales occur during the winter months. 
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The following maps show the USFE&G's sen/ice territories and operating facilities, 

U.S. Franchisee! Electr ic a n d Gas Caro l inas Power Genera l Faci l i t ies 
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Energy Capacity and Resources 

Electric energy for USFE&G's customers Is generated by three 

nuclear generating stations with a combined owned capacity of 

5,173 MW (including Duke Energy's 19.25,% ownership in the 

Catawba Nuclear Station), fifteen coal-fired stations with an overall 

combined owned capacity of 13,454 MV/ (Including Duke Energy's 

69% ownership in the East Bend Steam Station and 50,05% 

ownership in Unit 5 of the Gibson Steam Station), thirty-one 

hydroelectric stations (including two pumped-storage facilities) with a 

combined owned capacity of 3,201 MW, fifteen combustion turbine 

(CT) stations burning natural gas, oil or other fuels with an overall 

combined owned capacity of 5,028 MW, and one CC station burning 

natural gas with an owned capacity of 285 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. Factor 

that could cause USFE&G to purchase power for its customers 

include generating plant outages, extreme weather conditions, 

generation reliability during the summer, growth, and price, USFE&G 

has interconnections and arrangements with its neighboring utilities 

to facilitate planning, emergency assistance, sale and purchase of 

capacity and energy, and reliability d power supply, 

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 to meet its 

obligation to sen/e native-load customers. All options, including . 

owned generation resources and purchased power opportunities, are 

continually evaluated on a real-time basis to select and dispatch the 

lowest-cost resources available to meet system load requirements. 

The vast majority of customer energy needs are met by large, 

low-energy-production-cost nuclear and coal-flred generating units 

^a t operate almost continuously (or at baseload levels). In 2010, 

97.8 % of the total generated energy.came from USFE&G's low-cost, 

efficient nuclear and coal units (61.5% coal and 36.3% nuclear). 

The remaining energ/ needs were supplied by hydroelectric, CT and 

CC generation, renewable energ/facilities, or economic purchases 

from the wholesale market. 

Hydroelectric (both conventional and pumped storage) in the 

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

Midwest operate primarily during the peak-hour load periods when 

customer loads are rapidly changing. CT's and CC's produce energy 

at higher production costs than either nuclear or coal, but are less 

expensive to build and maintain, and can be rapidly starisdor 

stopped as needed to meet changing customer loads. 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 energy to pump water that 

will be stored.for later generation use during times of hi^er-cost 

on-peak periods. These facilities allow USFE&G to maximize the 

value spreads betv/een different h l ^ - and low-cost generation 

periods. 

USFE&G is engaged in planning efforts to meet projected load 

grovrth in its sen/Ice territories. Long-term projections indicate a need 

for capacity additions, which may include new nuclear, integrated 

gasification combined cycle (IGCC), coal facilities, gas-fired generation 

units or renewable energy facilities. Because of the long lead times 

required to develop such assete, USFE&G is taking steps now to 

ensure those options are available. Significant current or potential 

future capital projects are discussed below. 

South Carolina passed energy legislation, (S 431), which 

became effective May 3, 2007. This legislation includes provisions to 

provide assurance of cost recovefy related to a utility's incurrence of 

project development costs associated with nuclear baseload 

generafon, cost recovery assurance for construction costs associated 

with nuclear or coa! baseload generation, and the ability tp recover 

financing costs for new nuclear baseload generation in rates during 

construction through a rider. The North Carolina General Assembly 

also passed comprehensive ene i^ legislation, (SB 3), which was 

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

Carolina l^islatlon, the North Carolina legislation provides cost 

recover/ assurance, subject to prudency review, for nuclear project 

development costs as well as baseload generation construction costs. 

A utility may include financing costs related to construction work in 

progress for baseload plants in a rate case. 

William States Lee III Nuclear Station. 

In- December 2007, Duke Energy Carolinas filed an application 

with the NRC, which has been docketed for review, for a combined 

Constnjction and Operating Ucense (COL) for two Westinghouse 

APIOOO (advanced passive) reactors for the proposed William States 

Lee III Nuclear Station at a site in Cherokee County, South Carolina,-

Each reactorls capable of producing 1,117 MW. Submitting the COL 

application does not commit Duke Energy Carolinas to build nuclear 

units. Duke Energy Carolinashad previously received approval to 

incur project development costs associated with William States Lee III. 

Nuclear Station from both the NCUC and the PSCSC. Through 

several separate orders, the NCUC and PSCSC have deemed Duke 

Energy's decision to incur project development and pre-constructlon 

coste for the project as reasonable and prudent through 

December 3 1 , 2009 and up to an aggr^ate maximum amount of 

$230 million, On November 15, 2010 and January 7, 2011, Duke 

Energy Carolinas filed amended project development applications : • 

with tiie NCUC and PSCSC, respectively. These applications request 

approval of Duke Energy Carolinas' decision to continue, to incur 

project development and pre-consti-uction costs for the project 

through DecemberSl, 2013 and up to $459 million. 

The NRC review ofthe COL application continues and the 

estimated receipt of the COL Is In mid 2013. Duke Energy Carolinas 

filed with the E>epart:ment of Energy (DOE) for a federal loan ^ 

guarantee, which has the potential to significantiy lower financing 

costs associated with the proposed William States Lee III Nuclear 

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

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

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

funding is expanded or If any of the current finaliste drop out of ttie 

program. 

Duke Energy Caralinas is seeking partners for the William States 

Lee 111 Nuclear Station by Issuing options to purchase an ownership 

interest In tiie planL 
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Cliffside Unit 6. 

In June 2006, Duke Energy Carolinas filed an application with 

the NCUC for a Certificate of Public Convenience and Necessity 

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

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

March 21 , 2007, the NCUC issued an order allowing Duke Energy . 

Carolinas to build one 800 MW unit. Followingfinal equipment 

selection and the completion of detailed engineering, Cliffside Unit 6. 

is expected to have a net output of 825 MW. On February 27, 2009, 

Duke Energy Carolinas filed an updated cost estimate of $1.8 billion 

(excluding up to $0.6 billion of allowance for funds used during 

construction (AFUDC)) for the approved new Cliffside Unit 6. In 

March 2010, Duke Energy Carolinas filed an updated cost estimate 

with the NCUC where it reduced the estimated AFUDC financing 

costs from $600 million to $400 million as a result of the December 

2009 rate case settlement with tiie NCUC that allowed the inclusion 

of construction work in progress in rate base prospectively. Duke 

Energy Carolinas tjelieves that the overall cost of Cliffside Unit 6 will 

be reduced by $125 million in federal advanced clean coal tax 

credits. The Cliffside Unit 6 project is 80% complete as of 

December 31 , 2010 and is currentiy anticipated to be completed 

and in-service in 2012. 

Dan River and Bucl( Combined Cycle Facilities. 

In June 2008, the NCUC issued its order approving the CPCN • 

applications to construct a 620 MW combined cycle natural gas fired 

generating facility at each of Duke Energy Carolinas' existing Dan 

River Steam Station and Buck Steam Station. The Division of Air 

Quality (DAQ) issued final air permits authorizing construction of the 

Buck and Dan River combined cycle natural gas-fired generating 

units In October 2008 and August 2009, respectively. 

On November 5, 2008; Duke Energy Caralinas notified the 

NCUC that since tiie issuance of the CPCN' order, recent economic 

factors have caused increased uncertainty with regard to forecasted 

load and near-term capital expenditures, resulting in a modification.of 

the construction schedule. On September 1, 2009, Duke Energy 

Carolinas filed with the NCUC further information claritylng the 

construction schedule for the two prajects. Under tiie revised 

schedule, the Buck project is expected to begin operation in 

combined cycle mode by the end of 2011, but without a phased-in 

simple cycle commercial operation. The Dan River project is expected 

to begin operation in combined cycle mode by the end of 2012, also 

without a phased-in simple cycle commercial operation. On' 

December 21, 2009, Duke Energy C;arolinas entered Into a First 

Amended and Restated engineering, construction and commissioning 

sen/ices agreement with Shaw North Carolina, Inc, for $322 million 

for tiie Buck praject which reflects the revised schedule;On 

Decemberl, 2010, Duke Energ/Carolinas entered into a First 

Amended and Restated engineering, construction and commissioning 

services agreement with Shaw North Caralina, Inc, for $307 million 

for the Dan River praject which reflects the revised schedule. Based 

on the most updated cost estimates, total costs (including AFUDC) for 

the Buck and Dan River projects are $700 million and $710 million, 

respectively. The Buck project is approximately 74% and is 

scheduled to be placed In service in 2011, The Dan River praject is 
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in the early stages of construction and is scheduled to be placed in 

sen/ice in 2012. 

Edwardsport IGCC. 

in September 2006, Duke Energy Indiana and Southem 

Indiana Gas and Electric Company d/IVa Vectren Energy Delivery of 

Indiana (Vectren) filed a joint petition with the IURC seeking a CPCN 

for the constnjction of a 618 MW IGCCpower plant at Duke Energy 

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

The facility was initially estimated to cost $2 billion (including $120 

million of AFUDC), In August 2007, Vectren formally withdrew Its 

participation in the IGCC plant and a hearing was conducted on the 

CPCN petition based on Duke Energy Indiana owning 100% ofthe 

project. On November 20, 2007, the IURC issued an order granting 

Duke Energy Indiana a CPCN for the proposed IGCC project, 

approved the cost estimate of $1,985 billion and approved the timely 

recovery of costs related to ttie project. On Januaty 25,2008, Duke 

Energy Indiana received the final air permit from the Indiana 

Department of Environmental Management 

Oh May 1,2008, DukeEnergy Indiana filed its first semi­

annual IGCC Rider and ongoing review proceeding with the IURC as 

required under the CPCN order issued by tiie IURC. In its filing, Duke 

Energy Indiana requested approval of a new cost estimate for the 

IGCC Project of-$2,35 billion (including $125 million of AFUDC) and 

for approval of plans to study carbon'capture as required by the 

lURC's CPCN order. On January 7, 2009, the IURC approved Duke 

Energy Indiana's request, including the new cost estimate of $2.35 

billion, and cost recovery associated witii a study on cartxin 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 tiiird semi-annual IGCC riders, respectively, both of -

which were approved by the IURC In full. 

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

for its fourth semi-annual IGCC rider and ongoing review proceeding • 

witii the IURC. As Duke Energy Indiana has experienced design 

modifications and scope growth above what was anticipated from the' 

preliminaFy engineering design, capital coste to the IGCC project 

Increased. Duke Energy Indiana forecasted that the additional capital 

cost items would use the remaining contingency and escalation 

amounts In the currant $2:35 billion cost estimate and add $150 

million, orapproximately 6.4% to the total IGCCProjectcost 

estimate, excluding the impact associated with tiie need t̂o 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 praceedlng 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. An interim order was received on July 28, 2010 

and approves implementation of an updated IGCC riderto recover.; 

costs incurred through September 30, 2009. The approvals are on • 

an interim basis pending the outcome of the sub docket proceeding -; 

involving the revised cost estimate as discussed further below. 

Duke Energy Indiana filed a new cost estimate for the IGCC 

project reflecting an estimated cost increase of.$530 million oh . 
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April 16, 2010, with its case-in-chief testimony in the subdocket 

proceeding. Duke Energy Indiana requested approval ofthe new cost 

estimate of $2.88 billion, including AFUDC, and for continuation of 

the existing cost recoveiy treatment A major driver of the cost 

Increase includes design changes reflected in the final engineering 

leading to Increased scope and complexity, On September 17, 2010 

an agreement was reached with the Indiana Office of Utility 

Consumer Counselor (OUCC), Duke Energ/ Indiana Industrial Graup 

and Nucor Steel - Indiana to increase the autiiorized cost estimate ot 

$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 amounte above $2.76 billion will be subject to a pnjdence 

review similar to most other rate base Investments in Duke Energy 

Indiana's next general rate increase request before the IURC, Duke 

Energy Indiana agreed to accept a ] 50 basis point reduction in the 

equity retijrn for any project construction costs greater than $2,35 

billion. Additionally, Duke Energy Indiana agreed not to file for a 

general tate case increase before March 2012, Duke Energy Indiana 

also agreed to reduce depreciation rates earlier 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 earnings of $44 miliion in the third quarter of 2010 

to reflect the impact of the reduction In the return on equity, On 

December 9, 2010, the parties to the setilement withdrew the 

settlement agreement to pravide an opportunity for the parties to tiie 

settlement to assess whether and to what extent the settlement 

agreement remained a reasonable allocation of risks and rewards and 

whether modifications to the settiement agreement were appropriate. 

The IURC granted the motion and scheduled a new evidentiaty 

hearing to begin March 17,2011, Management determined that tiie 

$44 million charge discussed above was not impacted by tiie 

withdrawal of the settlement agreement. 

Additionally, the Citizens Action Coalition of Indiana, Inc. (CAC), 

Sierra Club, Inc., Save the Valley, Inc., and Valley Watch, Inc. filed 

motions for two sutxiocket proceedings alleging improper 

circumstances, undue influence, fraud, concealment and gross 

mismanagement, and a request for field hearing in this proceeding. 

Duke Energy Indiana opposed the requests. The IURC has not yet 

ruled on the request to open additional subdockete. The IURC has set 

two field hearings for February 28, 2011 and March 2, 2011, which 

will provide an opportunity for the public to comment on the 

prxeedlng. The final cost tor the project could be greater than the 

current estimate of $2.88 billion based on current run rates involving 

labor productivity at the site and higher AFUDC resulting from delays 

In the effective date of CWIP rider updates. Pending a full review of 

these factors and Duke Energy's ability to mitigate the upward cost 

pressures, Duke Energy has hot revised the $2.88 billion cost 

estimate, Duke Energ/ is unable to predict the ultimate outcome of 

these proceedings. In the event the IURC disallows a portion of the 

plant costs, additional charges to expense could occur. 

During 2010, Duke Energy Indiana filed petitions for ite fifth and 

sixth semi-annual IGCC riders. In February 2011, Ouke Energy 

Indiana filed a motion with the IURC proposing an updated 

procedural schedule to address the issues described above. The 

proposed schedule would allow for evidentiary hearings to take place 

in June 2011. 

The Edwardsport IGCC facility Is 80% complete as of 

DecemberSl, 2010 and is expected to be completed and placed in 

service in 2012. 

Duke Energy Indiana Carbon Sequestration. 

Duke Energy Indiana filed a petition with the IURC requesting 

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

enhanced oil recovery for the carbon dioxide (C02) from the 

Edwardsport IGCC facility on March 6,2009. On July 7, 2009, 

Duke Energy Indiana filed ite 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 tiie Edwardsport IGCC facility. 

The OUCC filed testimony supportive of the continuing study of 

cariDon storage, but recommended that Duke Energy Indiana break its 

plan into phases, recommending approval of only $33 million In 

expenditures at tiiis time and deferral of expenditures rather tiian cost 

recovery through a tracking mechanism as proposed by Duke Eneigy 

Indiana. The CAC, an intervenor, recommended against approval of 

the carbon storage plan stating customers should not be required to 

pay for research and development coste, Duke Energy Indiana's 

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

its request to seek deferral of $42 million to cover the carbon storage 

site assessment and characterization activities scheduled to occur 

through the end of 2010, with further required study expenditures 

subject to future IURC proceedings. An evidentiary hearing was held 

on Novembers, 2009, and an order is expected by the end of the 

second quarter of 2011. 

See Note 4 to the Consolidated Financial Statements, 

"Regulatory Mati:ers," for further discussion on the above in-process 

or potential construction projects. 
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Fuel Supply 

USFE&G relies principally on coal and nuclear fuel for ite generation of electric energy. The following table lists USFE&G's sources of power 

and fuel coste for the three years ended DecemberSl, 2010, 

Coalfai 

Nucleai*^ 
Oil and gas'« 

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

Generation by Source 
(Percent) 

2010fei 

61.5 
36.3 

0.9 

98.7 
1.3 

2009 

59,6 
38,5 

0.4 

98,5 
1.5 

2008 

66.9 
32.1 

0,7 

99.7 
0.3 

CostofDelivi 
Kilowatt-hour 

2010(«) 

3.04 
0.52 
6.77 

2.15 

gred Fuel per Net 
Generated (Cents) 

2009 2008 

2.88 2.59 
0.48 0.44 
7.71 13.47 

1,96 1.97 

100.0 100.0 100,0 

(a) Statistics related 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 ofthe Gibson Steam 
station. 

(b) Statistics related to nuclear generation and all fuels refiect USFE&G's 12.5% interest in the Catawba Nuclear Station through September 30, 2008 and a 19.25% ownership interest in 
the Catawba Nuclear Station thereafter. 

(c) Coststatisticsincludeamountsforlight-offfuel at USFE&G's coal-fired stations. 
(d) Generating figures are net of output required lo replenish pumped storage facilities during off-peak pericds. 
(e) In additicfi, Duke Energy Carolinas prtxfuced approximately 6,000 megawatt-hours (MWh) in solar generation for 2010; no fuel costs are attributed to this generation. 

Coal. 

USFE&G meete ite coal demand in the Carolinas and Midwest 

tiirough a portfolio of long-term purchase contracte and shott-term 

spot market purchase agreemente, Large amounte of coal are 

purchased under long-term contracte with mining operators who 

mine both underground and at the surface. USFE&G uses spot-

market purchases to meet coal requiremente not met by long-term 

contracts. Expiration dates for its long-term contracte, which have 

various price adjustment provisions and market re-openers, range 

from 2011 to 2014 for the Carolinas and 2011 to 2016 for the 

Midwest. USFE&G expects to renew these contracts or enter into 

similar contracte with other suppliers for the quantities and quality of 

coal required as existing contracte expire, though prices will fluctuate 

over time as coal markete change. The coal purchased for the 

Carolinas is primarily produced from mines in eastern Kentucl<y, 

West Virginia and southwestern Virginia. The coal purchased for the 

regulated Midwest entities is primarily produced In Indiana, Illinois, 

and Kentucky. USFE&G has an adequate supply of coal under 

contract to fuel Its projected 2011 operations and a significant portion 

of supply to fuel Ite projected 2012 operations. 

The current average sulfur content of coal purchased by 

USFE&G for the Carolinas Is between 1% and 2%; while the 

Midwest is 2%. USFE&G's scrubbers, in combination with the use of 

sulfur dioxide (SO2) emission allowances, enable USFE&G to satisfy 

current SO^ emission limitations for existing facilities in the Carolinas 

and Midwest, 

Gas. 

USFE&G Is responsible for the purchase and the subsequent 

deliveiy of natijral gas to native load customers in ite Ohio and 

KentiJCky sen/ice territories, USFE&G's natural gas procurement 

strategy is to buy flrm natural gas supplies (natural gas intended to be 

available at all times) and firm Interstate pipeline transportation 

capacity during the winter season (November through March) and 

during the non-heating season (April tiirough October) through a 

combination of tirm supply and transportation capacity along with 

s p t supply and interruptible transportation capacity. This strategy 

allows USFE&G to assure reliable natural gas supply for ite high 

phority (non-curtailable) firm customers during peak winter conditions 

and provides USFE&G the flexibility to reduce ite contract 

commitmente if firm customers choose alternate gas suppliers under 

USFE&G customer choice/gas transportation programs. In 2010, firm 

supply purchase commitinent agreemente provided approximately 

100% ofthe natural gas supply. These firm supply agreemente 

feature two levels of gas supply, specifically 1. base load, which is a 

continuous supply to meet normal demand requiremente, and ii, 

swing load, which is gas available on a daily basis to accommodate 

changes in demand due pnmarily to changing weather conditions, 

USFE&G also owns two underground caverns with a total 

storage capacity 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 services agreement with a 

third party. This liquid propane is used in the tiiree propane/air peak 

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

shaving plante vaporize the propane and mix it with natural gas to 

supplement the natural gas supply duhng peak demand pehods, 

USFE&G maintains natural gas procurement-price volatility 

mitigation programs for Duke Energy Ohio and Duke Energy 

Kentucky. These programs pre-arrange percentages of seasonal gas 

requiremente for Duke Energy Ohio and Duke Energy 

Kentucky, Duke Energy Ohio and Duke Energy Kentucky use 

primarily fixed-price fonward contracte and contracts, with a ceiling 

and floor on the price, Asof DecemberSl, 2010, Duke Energy Ohio 

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

portion of their winter 2011/2012 system load requiremente. 

USFE&G is also responsible for the purchase and the 

subsequent delivery of natural gas to the gas turbine generators to 

serve native electric load customers In the Duke Energy Carolinas, 

Duke Energy Indiana and Duke Energy Kentucky service territories. 

The natural gas procurement strategy is to contract with one or 

several suppliers who buy spot market natural gas supplies along 
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with firm or interruptible interstate pipeline transportation capacity for 

deliveries to the sites. This strategy allov\/s for competitive pricing, 

flexibility of delivery, and reliable natural gas supplies to each of the 

natural gas plante. Many ofthe natural gas plante can be served by 

several supply zones and multiple pipelines. 

Nuclear. 

The industrial processes for producing nuclear generating fuel 

generally involve the mining and milling of uranium ore to produce 

uranium concentrates, the sen/ices 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 Catawba Nuclear 

Stations in the Carolinas, Uranium concentrates, conversion services 

and enrichment services are primarily met through a diversified 

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

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

stagers its contracting so that ite portfolio of long-term contracte 

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

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

requlremente over time thereafter. Due to the technical complexities 

of changing suppliers of fuel fabrication services, Duke Energy 

Carolinas generally sources these sen/ices to a single domestic 

supplier on a plant-by-plant basis using multi-year contracte. 

Duke Energy Carolinas has entered into fuel contracts that, 

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

concentrates, conversion services, and enrichment sen/ices 

requirements of the Oconee, McGuire and Catawba Nuclear Stations 

through at least 2012 and cover fabrication services requiremente for 

tiiese plants through at least 2018, For subsequent years, a portion 

of the fuel requirements at Oconee, McGuire and Catawba are 

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

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

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

contractual arrangements with other suppliers of nuclear fuel 

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

supply contracte have been and are expected to be fulfilled with spot 

market purchases. 

Ener^ Efficiency. 

Several factors have led to increased focus on energy efficiency, 

including environmental constrainte, increasing coste of generating 

plante and legislative mandates regarding building codes and 

appliance efficiencies. As a result ofthese factors, Duke.Enera^ has 

developed various programs designed to promote the efficient use of 

electricity by Its customers. These programs and associated 

compensation mechanisms have been tiled with various state 

commissions over the past several years. 

On February 26, 2009, the NCUC approved Duke Energy 

Carolinas' energy efficiency programs and authorized Duke Energy 

Carolinas to implement ite rate rider pending approval of a flnal 

compensation mechanism by the NCUC, Duke Energy Carolinas 

began offering energy conservation programs to North Carolina retail 

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

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

demand response programs in North Carolina, On December 14, 

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

and, effective January 1, 2010, Duke Energ/ Carolinas began billing 

a rate rider reflecting both conservation and demand response 

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

North Carolina are approved through December 3 1 , 2013. 

Duke Energy Carolinas began offering demand response and 

conservation programs to South Carolina retail customers effective 

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

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

programs. Duke Energy Carolinas began billing this rider to retail 

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

compensation approach in South Carolina are approved through 

DecemberSl, 2013, 

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

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

offering prc^rams and billing a rate rider effective Januan/1, 2009. 

Save-a-watt is approved to continue in Ohio through December 3 1 , 

2011, 

On June 17, 2010, Duke Energy Indiana withdrew its request 

to implement the save-a-watt energy efficiency model approved by 

the IURC on February 10, 2010. On September 28, 2010, Duke 

Energy Indiana tiled a petition for new energy efficiency programs to 

enable meeting the lURC's energy efficiency mandates. Testimony In 

support: of tiie petition was filed in eariy November 2010, and an 

evidentiary hearing is scheduled to begin March 9, 2011. 

On January 27, 2010, Duke Energy Kentucky withdrew the 

application to implement save-a-watt, Energ/ efficiency programs 

continue under Duke Energy Kentucky's existing demand-side 

management program. 

SmartGrid and Dis^ibuted Renewable Generation Demonstration 
Project. 

Duke Energy Indiana filed a petition and case-ln-chlef 

testimony, supporting ite request to build an intelligent distribution 

grid in Indiana, The proposal requested approval of distribution 

formula rates or, in the alternative, a SmartGrid rider to recover the 

return on and of tiie capital coste of the build-out and the recoveiy of 

incremental operating and maintenance expenses and lost revenues, 

Duke Enei^ Indiana filed supplemental testimony in January 2009 

to reflect the impacts of new fevotable tax t(Batinent on the cosl/ 

benefit analysis for SmartGrid, In response to issues raised by 

inten/enors, Duke Energy Indiana filed rebuttal testimony agreeing to 

slow ite deployment, and agreeing to work with the parties 

collaboratively to design time differentiated rate and energy 

management system pilote. During 2009, filings by intervenors and 

Duke Energy Indiana have been made that address various issues 

related to SmartGrid. On April 16, 2010, Duke Energ/ Indiana filed 

supplemental testimony in support of a revised Smart:Grid proposal. 

An evidentiary hearing was held in July 2010, and an IURC order is 

anticif^ted in the first half of 2011, 

Duke Energy Ohio received approval to recover expenditures 

incurred to deploy the SmartGrid infrastmcture in December 2008 in 

conjunction with the approval of Duke Energy Ohio's ESP tiling, On 
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June, 30, 2009, Duke Energy Ohio flied an application to establish 

rates for return of its SmartGrid net costs incurred for gas and electric 

distribution sen/ice through the end of 2008. The rider for recovering 

electric SmartGrid costs was approved by the PUCO In its order 

approving the ESP. Duke Energy Ohio proposed ite gas SmartGrid 

rider as part of ite most recent gas distribution rate case, A Stipulation 

and Recommendation was entered into by Duke Energy Ohio, Staff of 

the PUCO, Kroger Company, and Ohio Partners for Affordable 

Energy, which provides for a revenue increase of $4,2 million under 

the electric rider and $590,000 under the natural gas rider. Approval 

ofthe Stipulation and Recommendation occurred in May 2010, 

Duke Energy Ohio filed Its application for 2009 cost recoveiy In July 

2010 and a Stipulation and Recommendation was filed on 

Februaiy 14, 2011, which provides for a revenue requirement 

increase of $8,7 million under tiie electric rider and $5 million under 

the gas rider, Duke Energy Ohio is awaiting a PUCO order. As part of 

the Stipulation and Recommendation, Duke Energy Ohio agreed to 

include a mid-deployment summary and review with ite second 

quarter 2011 filing outilning its expenditures, deployment milestones, 

system performance levels and customer benefite in comparison to 

tiiose outiined in the original plan. The PUCO has also begun an 

audit of the program, the resulte of which will be addressed in the 

same case, 

Duke Energy Business Services was awarded a $200 million 

Smari:Grid investment grant from the DOE in October 2009. The 

original grant application was based on a scaled SmartGrid 

deployment in Ohio and Indiana and a distribution automation pilot 

in Kentucky, Hov^ever, due to the regulatoty 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, 

See Note 4 to the Consolidated Financial Statemente, 

"Regulatory Matters," for additional information. 

Renewable Energy. 

Concerns of climate change and energy security, have sparked 

rising government support of renewable 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 

energy targete, With the passage of Senate Bill 221 (SB 221) In Ohio 

in 2008, Duke Energy Ohio is required to secure renewable energy 

and include an Increasing percentage of renewables as part of its 

resource portfolio. The compliance percentages are based on a three-

year historical average of its Standard Service Offer load. The 

requiremente begin at 0,25% of the baseline load from all renewable 

resources, including 0.004% to be specifically from solar beginning 

In 2009, increasing to 12,5% total renewable, with 0,5% from solar 

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

must come from resources located within the state of Ohio. To. 

address this legislation, Duke Enetgy Ohio initiated several acquisition 

activities focused on meeting the specific near-term 2009^ 2010 and 

2011 requiremente. Effective-December 10^ 2009, the PUCO 

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

will regulate energy efficiency, alternative energy generation 

requiremente 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 that renewable 

energy must equal 0.02% of retail sales beginning in 2010 and 

increases to 12.5% by 2021, A portion of the requirement may be 

met through energy efliciency programs (less than 25% until 2020 

and less than 40% thereafter). A portion may also be met through 

purchases of unbundled out-of-state renewable energy credits (less 

than 25%), Duke Energy Carolinas recove-̂ s the majority of costs 

associated with renewable compliance through rate rider regulatory 

recovery; these costs apply only to North Carolina customers, REPS 

rider charges are statutorily capped in order to limit the impact of 

renewable compliance costs on customers and spending beyond the 

cost cap is not required, 

Duke Energy Carolinas is in full compliance with these 

requiremente, 

Inventory 

Generation of electricity is capital-intensive. USFE&G must 

maintain an adequate stock of fuel, materials and supplies in order to 

ensure continuous operation of generating facilities and reliable 

deliveiy to customers. Asof DecemberSl, 2010, the inventory 

balanceforUSFE&Gwas$l,106million,SeeNote 1 tothe 

Consolidated Financial Statemente, "Summary of Significant 

Accounting Policies," for additional infomiation. 

Nuclear Insurance and Decommissioning 

Duke Energy Carolinas owns and operates the McGuire and 

Oconee Nuclear Stations and operates and has a partial ownership 

interest I'n the Catawba Nuclear Station. The McGuire and the 

Catawba Nuclear Stations each have two nuclear reactors and the 

Oconee Nuclear Station has three. Nuclear insurance includes; 

nuclear liability coverage; property, decontamination and premature 

decommissioning coverage; and business interruption and/or extra 

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 agreemente. The Price-Anderson Act 

requires Duke Energy Carolinas to provide for public nuclear liability 

claims resulting from nuclear incldente to the maximum total financial 

protection liability, which currently Is S12,6 billion. See Note 5 to the 

Consolidated Financial Statemente, "Commitmente and 

Contingencies—Nuclear Insurance," for more information. 

In 2005, and again in 2009 and 2010, the NCUC and PSCSC, 

respectively approved a $48 million annual amount for contributions 

and expense levels for decommissioning. In each of the years ended 

December 31 , 2010, 2009 and 2008, Duke Energy Carolinas 

expensed $48 million and contributed cash of $48 million to the 

Nucler Decommissioning Trust Funds (NDTF) for decommissioning 

costs. The entire amount of these contributions were to the funds 

reserved for contaminated costs as contributions to the funds reserved 

for non-contaminated coste have been discontinued since the current 

estimates indicate existing funds to be sufficient to cover projected 
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future coste. The balance of the extemal NDTF was $2,014 million 

asof December 3 1 , 2010 and $1,765 million asof DecemberSl, 

2009, 

As the NCUC and the PSCSC require tiiat Duke Energy Carolinas 

update its cost estimate for decommissioning its nuclear plants every 

five years, new site-specific nuclear decommissioning cost studies 

were completed in January 2009 that showed total estimated nuclear 

decommissioning coste, including the cost to decommission plant 

componente not subject to radioactive contamination, of $3 billion in 

2008 dollars. This estimate Includes Duke Energy Carolinas' 19.25% 

ownership interest in the (^tawba Nuclear Station. The other joint 

owners of the Catawba Nuclear Station are responsible for • 

decommissioning coste related to their ownership intereste in the 

station. Both the NCUC and the PSCSC have allowed Duke Energy 

Carolinas to recover estimated decommissioning coste through retail 

rates over tiie expected remaining sen/Ice periods of Duke Energy 

Carolinas' nuclear stations. Duke Energy Carolinas believes that the 

decommissioning costs being recovered through rates, when coupled 

with the existing fund balance and expected fund earnings, will be 

sufficient to provide for the cost of future decommissioning^ 

Duke Ener©' Carolinas filed these site-speciflc nuclear 

decommissioning cost studies with the NCUC and the PSCSC in April 

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

funding study was completed and indicates the current annual 

funding requirement of $48 million is sufficient to cover the estimated 

decommissioning costs. Duke Energy Carolinas received an order 

from the NCUC on Ite rate case tiling on December?, 2009, and 

from the PXSC on Duke Energy Carolinas' rate case on Januar/ 27, 

2010. Both the NCUC and the PSCSC approved the existing $48 

million annual funding level for nuclear decommissioning coste. See 

Note 9 to the Consolidated Financial Statemente, "Asset Retirement 

Obligations," for more Information, 

After used fuel Is removed from a nuclear reactor, it is cooled in 

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

Nuclear Waste Policy Act of 1982, Duke Energy Carolinas contracted 

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

begin accepting used nuclear fuel on January 31,1998, the date 

specitied by the Nuclear Waste Policy Act and In Ouke Energy's 

contract with the DOE, Duke Energy Carolinas will continue to safely 

manage ite used nuclear fuel until the DOE accepte It, In 1998, Duke 

Energy Carolinas filed a claim with the U,S. Court of Federal Claims 

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

used nuclear fuel by the required date. Damages claimed in the 

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

result ofthe DOE's partial material breach of ite contract, including 

the cost of securing additional used fuel storage capacity. On 

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

Justice reached a settlement resolving Duke Energy Carolinas' used 

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

initial payment to Duke Energy Carolinas for certain storage coste , 

incurred through July 31 , 2005, with additional amounte reimbursed 

annually for future storage coste, 

Asbestos Related Injuries and Damages Claims 

Duke Energy has experienced numerous claims for 

Indemnification and medical reimbursemente relating to damages for 

bodily injuries alleged to have arisen from the exposure to or use of 

asbestos in connection with construction and maintenance activities 

conducted by Duke Energy Carolinas on ite electric generation plante 

prior to 1985. As of December 31 , 2010, there were 284 asserted 

claims for non-malignant cases with the cumulative relief sought of 

up to $69 million, and 119 asserted claims for malignant cases with 

the cumulative relief sought of up to $37 million. Based on Duke 

Energy's experience, it is expected that the ultimate resolution of most 

of these.claims llkety will be less than tiie amount claimed. 

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

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

damages above an a^regate self insured retention gf $476 million, 

Reserves recorded on Duke Energy's Consolidated Balance Sheete are 

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

the range of loss for 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 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 anticipated 

infiation, 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 tbe number of claims filed, the nature 

of the alleged injury, and the average cost of resolving each such 

claim could change management's estimated liability, as could any 

substantial adverse or favorable verdict at trial. A federal legislative 

solution, further state tort reform or stmctured settlement transactions 

could also change the estimated .liability. Given the uncertainties 

associated with projecting matters ipto the future and numerous other 

factors outeide Duke Energy's control, management believes It Is 

reasonably possible that Duke Energy Carolinas may Incur asbestos 

liabilities in excess of its recorded reserves. 

Duke Energy Indiana and Duke Energy Ohio have also been 

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

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

consolidated resulte of operations, cash fiows, or financial position of 

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

vaiying assumptions, conceming uncertainties, such as, among 

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

during construction or maintenance of Duke Energy Indiana and 

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

various illnesses among exposed workers and (ill) the potential 

settlement coste without federal or other l^islation that addresses 

asbestos tort actions, Duke Energy estimates that the range of 

reasonably possible exposure in existing and future suite over the 

foreseeable future is not material. This estimated range of exposure 

may change as additional settjemente occur and claims are made 

and more case law is established. 
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See Note 5 to the Consolidated Financial Statemente, 

"Commitmente and Contingencies-Litigation-Asbestos Related Injuries 

and Damages Claims," for more information. 

Competition 

USFE&G competes in some areas with govemment-owned 

power systems, municipally owned eiectric systems, rural electric 

cooperatives and other private utilities. By statute, the NCUC and the 

PSCSC assign sen/ice areas outeide municipalities in North Carolina 

and South Carolina, respectively, to regulated electric utilities and 

rural electric cooperatives. Substantially all of the territoiy comprising 

Duke Energy Carolinas' service area has been assigned in this 

manner. In unassigned areas, Duke Energy Carolinas' business 

remains subject to competition. A decision ofthe North Carolina 

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

municipalities to serve customers outeide their corporate limits. In 

South Carolina, competition continues between municipalities and 

other electric suppliers outeide the municipalities' corporate limite, 

subject to the regulation of the PSCSC. In Kentucky, the right of 

municipalities to setve customers outeide corporate limits is subject to 

court approval. In Ohio, certified suppliers may offer retail electric 

generation sendee to residential, commercial and industrial 

customers. In Indiana, the state is divided into certified electric sen/ice 

areas for municipal utilities, rural cooperatives and investor owned 

utilities. There are limited circumstances where the certified electric 

ser\/ice areas can be modified, with approval of Uie IURC, USFE&G 

also competes with other utilities and marketers in the wholesale 

electric business. In addition, USFE&G continues to compete with 

natural gas providers, 

R^ulation 

State 

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

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

electric service within their respective states, in addition, the PUCO 

and the KPSC approve rates for retail gas distribution service within 

their respective states. The state utility commissions, except for the 

PUCO, also have authority over the construction and operation of 

USFE&G's generating facilities. CPCN's issued by the State Utility 

Commissions, as applicable, authorize USFE&G to construct and 

operate its electric facilities, and to sell electricity to retail and 

wholesale customers. Prior approval from the relevant state utility 

commission is required for Duke Energy's regulated operating 

companies to issue securities, 

Duke Energy Camlinas 2009 North Carolina Rate Case. 

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

for Adjustment of Rates and Charges Applicable to Electric Sen/ice in 

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

upon a historical test year consisting of the 12 montiis ended 

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

entered into a settlement agreement with the North Carolina Public 

Staff, Two organizations representing industrial customers joined the 

settlement on October 21 , 2009, The terms ofthe agreement include 

a base rate increase of $315 million (or 8%) phased in primarily over 

a ti.vo-year period beginning January 1, 2010, In order to mitigate 

the impact ofthe increase on customers, the agreement provides for 

(I) a one-year delay in the collection of financing coste related to the 

Cliffside modernization project until January 1, 2011; and (ii)the 

accelerated return of certain regulatory liabilities to customers which 

lowered the total impact to customer bills to an increase of 7% in tiie 

near-term. The proposed settlement includes a 10.7% return on 

equity and a capital structure of 52.5% equity and 47.5% long-term 

debt. Additionally, Duke Energy Carolinas agreed not to file another 

rate case before 2011 with any changes to rates taking effect no 

sooner than 2012, The NCUC approved tiie settlement agreement In 

full by order dated December 7, 2009. The new rates were effective 

January 1, 2010. 

Duke Energy Carolinas 2009 South Carolina Rate Case. 

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

for Authority to Increase and Adjust Rates and Charges for an 

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

2009, Duke Energy Carolinas filed a supplemental request seeking 

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

Carolinas' new energy efficiency efforts. Parties to the proceeding 

include the South Carolina Oflice of Regulatory Staff (ORS), the South 

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

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

settlement agreement on November 24, 2009, recommending, (I) a 

$74 million Increase in base rates, (ii) an allowed retum on equity of 

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

structure of 53% equity, and (iii) various riders, including one that 

provides for the return of Demand Side Management (DSM) charges 

previously collected from customers over three years rather than five 

years, and another that provides for a stomi resen/e provision 

allowing Duke Energy Carolinas to collect $5 million annually (up to 

a maximum funding level of $50 million accumulating in reserves) to 

be used against large storm coste in any particular period. On 

January 20, 2010, the PSCSC approved the settlement agreement in 

full, including the cost recovery mechanism for the energy efficiency 

effort. The new rates were effective February 1, 2010. 

Duke Energy Ohio Electric Rate Filings. 

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

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

to approve an electric utility's generation Standard Service CDffer 

(SSO), An SSO may include an ESP, which allows for pricing 

structures similar to those underthe historic Rate Stabilization Plan 

(RSP), or a Market Rate Offer (MRO), in which pricing is determined 

through a competitive bidding process. On JulySl, 2008, Duke 

Energy Ohio filed an ESP to be effective Januaty 1, 2009, On 

December 17, 2008, the PUCO issued its finding and order adopting 

a modified Stipulation with respect to Duke Energy Ohio's ESP filing. 

The PUCO agreed to Duke Energy Ohio's request for a net increase in 

base generation revenues, before impacte of customer switching, of 

$35 million, $74 million and $98 million In 2009, 2010 and 

2011, respectively, includingtherecovery of expenditures incurred to 

deploy the SmartGrid infrastructure and the implementation of 

save-a-watt. See "Commercial Power" section below for additional 

infbrmation related to the ESP. 
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Duke Energy Ohio SSO Filing. 

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

ite next Standard Service Offer to replace the existing ESP that expires 

on DecemberSl, 2011.The filing seeks approval ofa MRO through 

which generation supply will ultimately procured through a 

competitive solicitation format. A technical conference was held 

November 22, 2010, and the hearing commenced on January 11, 

2011. On Februaiy 23, 2011, the PUCO stated that Duke Energ/ 

Ohio did not file an application fora five-year MRO as required under 

Ohio statute. As a result, the PUCO ordered that the case cannot 

proceed as filed. Duke Energy Ohio is evaluating ite options and plans 

to file a revised SSO in early second quarter of 2011.-

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

Consolidated Financial Statemente, "Regulatory Matters—Rate 

Related Information." 

Federal 

The FERC approves USFE&G's cost-based rates for electric sales 

to certain wholesale customers. Regulations of FERC and the State 

Utility Commissions govern access to regulated electric and gas 

customer and otiier data by non-regulated entities, and services 

provided betiween regulated and non-regulated energy affiliates. 

These regulations affect the activities of non-regulated affiliates with 

USFE&G, 

Regional Transmission Organizations. Duke Energy Ohio, Duke 

Energy Kentucky and Duke Energy Indiana are transmission owners 

in a r^ional transmission organization operated by the Midwest 

Independent Transmission System Operator, Inc, (Midwest ISO), a 

non-profit organization which maintains functional control over the 

combined transmission systems of ite members. In 2005, the 

Midwest ISO began administering an energy market within ite 

footprint and in January 2009 it began administering an ancillary 

services market. Additionally, in April 2009, the Midwest ISO began 

administering a voluntary capacity auction, and in June 2009, 

instituted a tariff based capacity requirement. 

The Midwest ISO is the provider of transmission sen/ice 

requested on the transmission facilities under ite tariff. It is 

responsible for the reliable operation of those transmission 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 vaty throughout the 

Midwest ISO market based on transmission congestion and energy 

losses) as tiie methodology for relieving congestion on the 

transmission facilities under ite functional control. 

On May 20, 2010, Duke Energy Kentucky filed an application 

with the KPSC requesting permission to transfer control of certain of 

ite ti'ansmission assete from the Midwest ISO to PJM Interconnection, 

LLC (PJM). There may be significant costs associated with this . 

transition related to Midwest ISO transmission expansion coste and 

exit obligations. A hearing was held on November.,3, 2010, and 

briefs were filed by November 19, 2010. On December 22, 2010, 

tt]e KPSC issued an order granting approval for the transition, subject 

to several conditions. On January 25, 2011, the KPSC issued an 

order stating that the order had been satisfied and is now 

unconditional. The order further requires Duke Energy Kentucky to 

submit to the KPSC internal procedures for the receipt and ti'acking of 

notices from PJM regarding customer requeste to participate in PJM.. 

demand-response programs. 

On June 25, 2010, Duke Energy Ohio and Duke Energy 

Kentucky submitted an initial filing to the FERC requesting that it 

issue an order by November 1, 2010 determining that the RTO 

realignment meete FERC standards for withdrawal from the RTO and 

approving tiie participation of Duke Eneigy Ohio and Duke Energy 

Kentucky load and resources in certain PJM reliability pricing model 

auctions. The FERC issued an order which approved Duke Energy 

Ohio and Duke Energy Kentucky's request on October 21 , 2010, and 

authorized Duke Ener^ Ohio and Duke Enei^ Kentucky to 

terminate tiieir existing obligations to the Midwest ISO, subject to 

certain conditions, 

On December 16, 2010, FERC issued an order related to tiie 

Midwest ISO's cost allocation methodology surrounding Multi Value 

Projects (MVP), a type of Midwest ISO transmission expansion cost. 

The Midwest ISO expecte that MVP will fund the coste of large 

transmission projecte designed to bring renewable generation from 

the upper Midwest to load centers in the eastern portion of the 

Midwest ISO footprint. The order provides for the allocation of MVP 

coste to withdrawing transmission owners for projecte approved by • 

tiie Midwest ISO up to date of the withdrawing transmission owners' 

exit from the Midwest ISO. The basis for allocating such MVP coste is 

tiie withdrawing transmission owners'historical usage ofthe Midwest 

ISO system. The impact of this order could result In an increase in the 

Midwest ISO transmission expansion coste incurred by Duke Energy 

Ohio and Duke Energy Kentucky subsequent to a withdrawal from 

Midwest ISO. Duke Energy Ohio, among other parties, is seeking 

rehearing of tiie FERC MVP order. 

Duke Energy Ohio is currently negotiating with various 

stakeholders regarding recovery of the coste associated with the exit 

from the Midwest ISO. 

See "Other Issues" section of Managements Discussion and 

Analysis of Financial Condition and Resulte of Operations for a 

discussion about potential Global Climate Change legislation and the 

potential impacte such legislation could have on Duke Energy's 

operations. 

Other 

USFE&G is subject to the jurisdiction of the NRC for the design, 

constnjction 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 Unite 1 and 

2 and through 2034 for Unit 3. In 2003, the NRC renewed the 

operating licenses for all unite at Duke Energy Carolinas' McGuire and 

Catawba stations. The two McGuire unite are licensed through 2041 

and 2043, respectively, while the two Catawba unite are licensed 

through 2043, All but one of USFE&G's.hydroelectric generating 

facilities are licensed by the FERC under Part 1 of the Federal Power 

Act, with license terms expiring from 2005 to 2036. The FERC has • 

authority to issue new hydroelectric generating licenses. Hydroelectric 

facilities whose licenses expired in 2005 through 2010 are operating 

under annual extensions of the current license until, FERC issues a 

new license. Other hydroelecti'ic facilities whose licenses expire 

between 2011 and 2016arein various stages of relicensing. Duke 

Energy expecte to receive new licenses for all applicable hydroelectric 
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facilities with the exception of the Dillsboro Project, for which Duke 
Energy requested and the FERC approved license surrender. Duke 
Energy Carolinas has removed the Dillsboro Project dam and 
powerhouse as part of multi-project and multi-stakeholder 
agreemente and Duke Energy Carolinas is continuing with stream 

restoration and post-removal monitoring as requested by FERC's 

license surrender order. 

USFE&G Is subject to the jurisdiction ofthe U.S. Environmental 

Protection Agency (EPA) and state and local environmental agencies. 

Fora discussion of environmental regulation, see "Environmental 

Matters" In this section. 

C O M M E R C I A L P O W E R 

Commercial Power owns, operates and manages power plante 

and engages in the wholesale marketing and procurement of electric 

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

as other conti-actual positions. Commercial Power's generation 

operations, excluding renewable energy generation assete, consist 

primarily of coal-fired generation assete located in Ohio which are 

dedicated under the Duke Energy Ohio ESP and gas-fired 

non-regulated generation assete which are dispatched into wholesale 

markete. These assete comprise of 7,550 net MW of power 

The following map shows the Commercial Power sen/ice territory 

Commercial Power Midwest Power Generation Facilities 

generation primarily located in the Midwestern United States. The 

asset portfolio has a diversified fuel mix witii base-load and mid-merit 

coal-fired unite as well as combined cycle and peaking natural 

gas-fired units. Effective January 1 , 2009, Commercial Power's 

primarily coal-fired generation assete began operating under the Duke 

Energy Ohio ESP, which expires on DecemberSl , 2 0 1 1 , and is 

described below. Prior to January 1 , 2009, these generation assete 

were contracted tiirough the RSP, which expired on DecemberSl , 

2008. 

and generation facilities. 
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Commercial Power also has a retail sales subsidiary, Duke 

Energy Retail, which is certified by the PUCO as a CRES provider in 

Ohio. Duke Energy Retail ser^/es retail electric customers in • 

southwest, west central and northern Ohio with energy and other 

energy sen/ices at competitive rates, Due to increased levels of 

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

which is discussed fijrther below, Duke Energy Retail has focused on 

acquiring customers that had previously been setved by Duke Energy 

Ohio under the ESP, as well as those previously sen/ed by otiier Ohio 

franchised utilities. 

Through DEGS, Commercial Power develops, owns and 

operates electric generation for large energy consumers, • 

municipalities, utilities and industrial facilities. DEGS currentiy 

manages 4,440 MW of power generation at 28 facilities throughout 

the U.S. In addition, DEGS engages in the development, construction 

and operation of renewable energy projecte. Currently, DEGS has over 

5,000 MW of renewable energy projecte in the development pipeline 

with 1,002 net MW of renewable generating capacity in operation as 

of DecemberSl , 2010. DEGS Is also developing ti'ansmission and 

biomass projecte. 
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The following map shows the location of DEGS generation assete. 

Duke E n e ^ Generation Services — North America 
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Rates and Regulation 

Efl^ectiveJanuaryi, 2009, Coriimercial Power's primarily coal-

fired generation assete began operating underthe Duke Energy Ohio 

ESP, which expires on DecemberSl, 2011. Priorto the ESP, these 

generation assete had been contracted through the RSP, which' 

expired on DecemberSl, 2008. The ESP conslste of the following 

discrete charges: 

• Annually Adjusted Component (AAC) Rider — this rider is 

intended to provide cost recovery primarily for ceri:aln 

environmerital compliance expenditures. This component is 

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

altemative eleUhc ser̂ /ice provider. 

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

intended to provide cost recovery for fuel, purchased power . 

and emission allowance expenses (including carbon or energy 

taxes) incurred to generate or procure electi-iclty for retail 

ratepayers that are provided service by Duke Energy Ohio. This 

' component is avoidable (or by-passable) by all customers that 

switch to ap alternative electric-service provider. 

• Capacity Dedication Rider T— This rider is intended to provide 

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

retail rate payers. This component is not avoidable (or: 

non-by-passable) by customers that switch to an alternative . 

• . electric service provider. 

• System Reliability Tracker —r This tracker is intended to . 

provide actual cost recovery for capacity purchases made to 

maintain adequate reserve margin, This component is not 

avoidable (or noh-by-passable) by all customersthatswitch to 

an alternative electric service provider. • -

• Base Generation Charge — This component reflecte a market 

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

Thi's component Is avoidable (or by-passable) by all customers 

that switoh to an alternative electric service provider. , 

•Transmission Cost Recover Rider — The generation pori:ion 

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

certain Midwest ISO charges and all FERC approved 

transmission coste allocable to retail ratepayers that are 

provided service by Duke Energy Ohio, This component is 

avoidable (or by-passable) by ail customers that switch to an 

alternative electric service provider. 

Commercial Power's primarily coal-fired assete, as excess 

capacity allows, also generate revenues through sales outeide the 

native load.customer base; and such revenue is tenned wholesale. ' 

, Prior to December 17, 2008, Commercial Power did not apply 

regulatoiy accountingti-eatment to any of Ite operations due to tiie •. 

comprehensive electric deregulation legislation passed by the state of 

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

in Ohio and signed by the Governor of Ohio on May 1, 2008. The 
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new law coditied the PUCO's authority to approve an electric utility's 

Standard Service Offer either through an ESP or a MRO, which is a 

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

2008, Duke Energy Ohio filed an ESP and, witii certain 

amendmente, the ESP was approved by the PUCO on December 17, 

2008. The approval ofthe ESP on December 17, 2008 resulted In ' 

the reapplicafion of regulatory accounting treatment to certain 

portions of Commercial Power's operations as of that date. The ESP 

became effective on Januaiy 1, 2009. 

Under the ESP, Commercial Power bills for ite retail load 

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

approval of an enhanced recovety mechanism for certain of these 

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

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

cost of environmental compliance rider. Accordingly, Commercial 

Power began apptying regulatory accounting treatment to the 

corresponding RSP riders that enhanced the recovery mechanism for 

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

portions of Commercial Power's Ohio retail load generation 

operations, revenues from which are refiected in rate riders for which 

the ESP does not specifically allow enhanced recovety, as well as all 

generation associated with wholesale operations, including 

Commercial Power's gas-fired generation assete, continue to not 

apply regulatory accounting as those operations do not meet the 

necessary accounting criteria. Moreover, generation remains a 

competitive market in Ohio and retail load customers continue to 

have the ability to switch to alternative suppliers for their electric 

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

all of the regulatory assete will not be recovered through the 

established riders. In assessing the probability of recovery of ife 

regulatory assete established for ite retail load generation operations, 

Duke Energy continues to monitor the amount of retail load 

customers that have switched to alternative suppliers. At 

DecemberSl, 2010, management has concluded tiiat the 

established regulatoiy assete are still probable of recovery even 

though tiiere have been increased levels of customer switching. 

Despite certain portions of the Ohio retail load operations not 

meeting the criteria for applying regulatory accounting treatment, all 

of Commercial Power's Ohio retail load operations' rates are subject to 

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

here-in as Commercial Power's regulated operations. 

Commercial Power is subject to regulation at tiie state level, 

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

The PUCO approves prices for all retail electric generation sales by 

Duke Energy Ohio for ite retail service territory. See "Regulation" 

section within USFE&G tor additional Information regarding the 

regulatoiy environment In Ohio. 

Regulations of FERC and the PUCO govern access to regulated 
electric customer and other data by non-regulated entities, and 
ser̂ flces provided between regulated and non-regulated energy 
affiliates. These regulations afî ect the activities of Commercial Power. 

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

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 impacte such legislation could have on Duke Energy's 

operations. 

Market Environment and Competition 

Similar to USFE&G's operations, the overall economic conditions 

have negatively impacted Commercial Power's retail volumes for all 

customer classes. Commercial Power competes for wholesale 

contracte for the purchase and sale of electricity, coal, natural gas and 

emission allowances. The market price of commodities and service, 

atong with the quality and reliability of services provided, drive 

competition in the energy marketing business. Commercial Power's 

main competitors Include other non-regulated generators In the 

Midwestern U.S., wholesale power, coal and natural gas marketers, 

renewable energy companies and financial institutions and hedge 

funds engaged in energy commodity marketing and trading. 

Continuing low commodity prices have put downward pressure 

on power prices. The available capacity and lower prices have 

provided opportunities for customers in Ohio to switch generation 

suppliers. Competitive power suppliers have begun supplying power 

to current Commercial Power customers in Ohio and Commeroial 

Power experienced an increase in customer switching beginning in 

the second quarter of 2009 which continued into 2010. As of 

December 31 , 2010, customer switohing levels approximated 55% 

of Commercial Power's Ohio retail load. However, through Duke 

Energy Retail, Commercial Power has been able to acquire 60% of 

the switched load by offering customers a choice between discounte 

to the ESP price or fixed price arrangemente. Additionally, Duke 

Energy Retail has been able to acquire new customers previously 

sen/ed by other Ohio franchised utilities. 

Fuel Supply 

Commercial Power relies on coal and natural gas for ite 
generation of eledric energy. 

Coal. 

Commercial Power meete ite coal demand through a portfolio of 

purchase supply contracte and spot agreemente. Large amounte of 

coal are purchased under supply contracte with mining operators 

who mine both underground and at the surî ace. Commercial Power 

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

supply contracte, Expiration dates for its supply contracte, which have 

various price adjustment provisions and market re-openers, range 

through 2012. Commercial Power expecte to renew these contracte 

or enter into similar contracte with other suppliers for the quantities 

and quality of coal required as existing contracte expire, though prices 

will fiuctuate over time as coal markete change. The coal purchased 

is primarity produced in Illinois, Ohio and eastern Kentucl<y.. 

Commercial Power has an adequate supply of coal to fuel ite 

projected 2011 operations and a significant portion of supply to fuel 
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ite projected 2012 operations. The majority of Commercial Power's 

coal-fired generation is equipped with flue gas desulfurization 

equipment. As a result, Commercial Power Is able to satisty the 

current emission limitations tor SO2 for existing facilities. 

Gas. 

Commercial Power is responsible for the purchase and the 

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

majority of Commercial Power's natural gas requlremente are 

purchased in the spot mart<et on an as-needed basis. 

INTERNATIONAL ENERGY 

International Energy principally operates and manages power 

generation facilities and engages in sales and marketing of electric 

power, natural gas, and natural gas liquids outeide the U.S. It 

conducte operations primarily through DEI and its affiliates and ite 

activities principally target power generation in Latin America. 

Additionally, International Energy owns a 25% interest in NMC, a 

large regional producer of methanol and MTBE located In Saudi 

Arabia. The investment In NMC Is accounted for under the equity 

method of accounting. International Energy has a 257o 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 accounting through DecemberSl, 2009. In Januaty 

2010, the counterparty to Attiki's non-recourse debt issued a notice 

of default due to Duke Energy's failure to make a scheduled semi­

annual installment payment of principal and interest in November 

2009 and following Duke Energy's December 2009 decision to 

abandon ite investment in Attiki and the related non-recourse debt. 

See Note 13 to the Consolidated Financial Statements, "Investmente 

in Unconsolidated Affiliates and Related Party Transactions," for 

additional information. 

Intemational Energy's customers include retail distributors, 

electric utilities, independent power producers, marketers and 

Industrial/commercial companies. Intemational Energ/'s current 

strategy Is focused on optimizing the value of ite current Latin 

American portfolio and expanding the porti'olio through investment in 

generation opport:unities in Latin America. 

International Energy owns, operates or has substantial intereste 

in 4,500 gross MW of generation facilities. 

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

Arabia. 
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Competition and Regulation 

International Energy's sales and marketing of electric power and 

natural gas competes directly with other generators and marketers' 

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

but include government-owned electric generating companies, local 

distribution companies with self-generation capabiiiti/ and otiier 

privately-owned electric generating and marketing companies. The 

principal elemente of competition are price and availability, terms of 

service, flexibility and reliability of service. 

A high percentage of Intemational Eneigy's portfolio conslste of 

base load hydroelectric generation facilities vi/hich compete with other 

forms of electric generation available to intemational Energy's 

customers and end-users. Including natural gas and fuel oils. 

Economic activity, conservation, legislation, governmental regulations, 

weather, additional generation capacities and other factors affect the 

supply and demand for electricity in the regions sewed by 

Intemational Energy. 

International Energy's operations are subject to both country-

specific and intemational laws and regulations. (See "Environmental 

Matters" in this section,) 

OTHER 

The remainder of Duke Energy's operations is presented as 

Other, While it is not an operating segment, Other primarily includes 

certain unallocated corporate coste, Bison, Duke Ener^s wholly-

owned, captive insurance subsidiary, contributions to the Duke 

Energy Foundation, Duke Ener^s effective 50% interest in DukeNet 

and related telecom businesses, and DETM, which is 40% owned by 

Exxon Mobil Corporation and 60% owned by Duke Energy and 

management is currently In tiie process of winding down. 

Bison's principal activities as a captive insurance entity include 

tiie indemnitication and reinsurance of various business risks and 

losses, such as proper^, business interruption and general liability of 

subsidiaries and affiliates of Duke Energy. DukeNet develops, owns 

and operates a tiber optic communications network, primarily in the 

soutiieastU.S., serving wireless, local and long-distance 

communications companies, internet service providers and other 

businesses and organizations. 

Competition and Regulation 

The entities within Other are subject to the jurisdiction of the 

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

environmental regulation, see "Environmental Matters" in this 

section.) 

GEOGRAPHIC REGIONS 

For a discussion of Duke Energy's foreign operations and certain 

oUhe risks associated with them, see "Risk Factors," "Management's 

Discussion and Analysis of Results of Operations and Financial 

Condition, Quantitative and Qualitative Disclosures About Market 

Risk—Foreign Currency Risk," and Notes 2 and 14 to the 

Consolidated Financial Statemente, "Business Segmente" and "Risk 

Management, Derivative Instrumente and Hedging Activities," 

respectively. 

EMPLOYEES 

On December 31 , 2010, Duke Energy had 18,440 employees. 

A total of 4,550 operating and maintenance employees were 

represented by unions. 

DUKE ENERGY CORPORATION / 2010 FORM 10-K 22 



PART 

EXECUTIVE OFFICERS OF DUKE ENERGY 

Stephen G. De May 

Lynn J. Good 

Dhiaa M. Jamil 

Marc E. Manly 

James E. Rogers 

B. Keith Trent 

Jennifer L. Weber 

Steven K. Young 

48 Senior Vice President, Investor Relations and Treasurer. Mr, De May assumed the role of Treasurer in November 
2007 and in October 2009 Mr, De May assumed additional responsibility for investor relations. Prior to that, he 
served as Assistant Treasurer since April 2006, upon the merger of Duke Energy and Cinergy, Corp (Cinergy), Until 
the merger of Duke Energy and Clne i^ , Mr, De May sep/ed as Vice President, Energy and Environmental Policy of 
Duke Energy since February 2004, 

51 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 ser\'ed as Treasurer and Vice President, Financial 
Planning since October 2006; and prior to that she sen/ed as Vice President and Treasurer since April 2006, upon 
the merger of Duke Energy and Cinergy. Until the merger of Duke Energy and Cinergy, Ms. Good served as Executive 
Vice President and Chief Financial Officer of Cinergy from August 2005 and Vice President, Finance and Controller of 
Cinergy from November 2003 to August 2005, 

54 Group Executive, Chief Generation Officer and Chief Nuciear Officer. Mr, Jamil assumed his position as Chief 
Generation Officer in July 2009 and his position as Chief Nuclear Ofticer in February 2008, Prior to that he served 
as Senior Vice President, Nuclear Support, Duke Energy Carolinas, LLC since March 2007; and phor to that he 
seived as Vice President, Catawba Nuclear Station, since March 2004. 

58 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 Enetgy and Cinergy, Mr, Manly seived as Executive Vice President and Chief Legal 
Officer of Cinergy since November 2002. 

63 Chairman, President and Chief Executive Officer. Mr, Rogers assumed the role of Chief Executive Officer and 
President In April 2006, upon the merger of Ouke Energy and Cinergy and assumed the role of Chairman on 
January 2. 2007, Until the merger of Duke Energy and Cinergy, Mr. Rogers served as Chairman of the Board of 
Cinergy since 2000 and as Chief Executive Officer of Cinergy since 1995, 

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

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

52 Senior Vice President and Controller. Mr, Young assumed his current position in December 2006, Prior to that 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 EnergyCarolinas 
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 oflicers, nor any arrangement or understanding between any executive 

officer and any otiier person involved in officer selection. 
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GENERAL 

Duke Energy Subsidiaries Overview. 

Duke Ener^ Carolinas. 

Duke Energy Carolinas generates, transmite, distributes and sells 

electricity in central and western North Carolina and western South 

Carolina. Duke Energy Carolinas is subject to the regulatory provisions 

ofthe NCUO, the PSCSC, the NRC and FERC. Duke Energy Carolinas 

operates one reportable business segment, Franchised Electric, which 

generates, transmite, distributes and sells electi'icity. Substantially all 

of Franchised Electric operations are regulated and quality for 

regulatory accounting treatinent. For additional information regarding 

this business segment, including financial information, see Note 2 to 

the Consolidated Financial Statemente, "Business Segmente." 

Duke Energy Carolinas' service area covers 24,000 square 

miles with an estinriated population of 6,6 million iri central and 

western North Carolina and western South Carolina. Duke Energy 

Carolinas supplies electric service to 2.4 million residential, 

commercial and industrial customers over 101,400 miles of 

distribution lines and a 13,100 mile transmission system. 

The remainder of Duke Energy Carolinas' operations is 

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

Other primarily conslste of certain governance coste allocated by ite 

parent, Duke Energy. 

Duke Energy Ohio. 

Duke Energy Ohio is a wholly-owned subsidiary of Cinergy, 

which is a wholly-owned subsidiary of Duke Energy, Duke Energy 

Ohio Is a combination electric and gas public utility tiiat provides 

serv'Ice In the soutiiwestern portion of Ohio and in northern Kentucky 

through its wholly-owned subsidiary Duke Energy Kentucky, as well 

as electric generation in parte of Ohio, Illinois, Indiana and 

Pennsylvania, Duke Energy Ohio's principal lines of business include 

generation, transmission and distribution of electricity, the sale of 

and/or transportation of natural gas, and energy marketing. Duke 

Energy Kentucky's principal lines of business include generation, 

transmission and distribution of electricity, as well as the sale of and/ 

or transportation of natural gas. References herein to Duke Energy 

Ohio include Duke Energy Ohio and ite subsidiaries. Duke Energy 

Ohio is subject to the regulatory provisions of the PUCO, the KPSC 

and FERC. 

Duke Energy Ohio Busine.ss Segments. At December 31 , 

2010, Duke Energy Ohio operated ti/vo business segmente, both of 

which are considered reportable segmente under tiie applicable 

accounting rules: Franchised Electric and Gas and Commercial 

Power. For additional information on each of these business 

segments, including financial Infonmation, see Note 2 to the 

Consolidated Financial Statemente, "Business Segmente." 

The following is a brief description ofthe nature of operations of 

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

Other: 

Franchised Electric and Gas. Franchised Electric and Gas 

conslste ot Duke Energy Ohio's regulated electric and gas 

transmission and distribution systems, including its regulated electric 

generation in Kentucky. Franchised Electric and Gas plans, 

constructe, operates and maintains Duke Energy Ohio's ti-ansmissior 

and distribution systems, which generate, transmit and distribute 

electric energy to consumers in southwestern Ohio and northern 

Kentucky. Franchised Electric and Gas also transports and sells 

natural gas in southwestem Ohio and northem Kentucky. These 

electric and ^ s operations are subject to the nules and regulations of 

FERC, the PUCO and the KPSC. Substantially all of Franchised 

Electric and Gas' operations are regulated and, accordingly, these 

operations quality for regulatory accounting treatment. 

Duke Energy Ohio's Franchised Eiectric and Gas service area 

covers 3,000 square miles with an estimated population of 

2,2 million In soutiiwestern Ohio and northern Kentucky. Franchisee 

Electric and Gas supplies electric service to 820,000 residential, 

commercial and industi'ial customers over 19,800 miles of 

disti-lbution lines and a 2,500 mile transmission system in Ohio and 

Kentucky. Franchised Electric and Gas provides regulated 

transmission and distribution services for natural gas to 500,000 

customers via 7,200 miles of gas mains (gas dlsti-ibution lines tiiat 

serye as a common source of supply for more than one sen/ice line) 

and 6,000 miles of sen/ice lines. See Item 2. "Properties" for further 

discussion of Franchised Electric and Gas' generating facilities. 

Commercial Powen 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 plante, as well as other contractual positions. Commercial 

Power's generation operations conslste of primarily coal-fired 

generation assete Ixated in Ohio which are dedicated under the 

Duke Energy Ohio ESP and gas-fired non-regulated generation assete 

which are dispatched into wholesale markete. These assete are 

comprised of 7,550 net MW of power generation primarily located in 

the Midwestern United States. 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. Duke Energ/ 

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. See Item 2. "Properties" for further discussion of 

Commercial Power's generating facilities. Through December 31 , 

2008, most of tiie generation asset oitput in Ohio was contracted 

through the Rate Stabilization Plan (RSP). Effective January 1, 2009, 

Commercial Power began operating under an ESP, which expires on 

Decemtier 3 1 , 2011. Asa result of the approval of the ESP, certain 

of Commercial Power's operations reapplied regulatory accounting 

treatment effective December 17, 2008. See Notes 1 and 4 to the 

Consolidated Financial Statemente, "Summaiy of Significant 

Accounting Policies," and "Regulatory Mafl:ers," respectively, for a 

discussion of the reapplicafion of regulatoiy accounting treatment to 

certain of Commercial Power's operations, as well as for further 

discussion related to the RSP and ESP. 

Duke Energy Ohio's primarily coal-fired assete, as excess 

capacity allows, also generate revenues through sales outeide the 

ESP load customer base, and such revenue is termed wholesale, 

In 2010 Duke Energy Ohio earned approximately 13% of Ite 

consolidated operating revenues from PJM. These revenues relate to 

the sale of capacity and electricity from the gas-fired non-regulated 
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generation assete. In 2009 and 2008 no single counterparty 

contributed 10% or more of consolidated operating revenue. 

Other. The remainder of Duke Energy Ohio's operations is. 

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

Other primarily consiste of certain govemance coste allocated by ite 

ultimate parent, Duke Energy, 

Duke Energy Indiana. 

Duke Energy Indiana is a wholly-owned subsidiary of Cinergy, 

Duke Energy Indiana generates, transmite and distributes electricity in 

north central, central, and southern Indiana, Duke Energy Indiana is 

subject to tiie regulatory provisions of the IURC and FERC, Duke 

Energ/ Indiana operates one reporiable 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 

treatinent. For additional information regarding this business 

segment, including financial information, see Note 2 to the 

Consolidated Financial Statements, "Business Segments," 

Duke Energy Indiana's service area covers 22,000 square miles 

with an estimated population of 2,94 million in north central, central, 

and southern Indiana, Duke Energy Indiana supplies electi'ic sen/ice 

to 790,000 residential, commercial and industrial customers over 

31,000 miles of distribution lines and a 5,400 mile transmission 

system. 

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 coste allocated by ite ultimate 

parent, Duke Energy. 

ENVIRONMENTAL MATTERS 

The Duke Energy Registrants are subject to federal, state and 

local laws and regulations with regard to air and water quality, 

hazardous and solid waste disposafand other environmental matters. 

Duke Energy is also subject to Intemational laws and regulations witfi 

regard to air and water quality, hazardous and solid waste dispdsal 

and otiier environmental matters. Environmental laws and regulations 

affecting the Duke Energy Registrante include, but are not limited to: 

• The Clean Air Act (CAA), as well as state laws and regulations 

impacting air emissions, including State Implementation Plans 

related to existing and new national ambient air quality 

standards for ozone and particulate matter. Owners and/or 

operators of air emission sources are responsible for obtaining • 

permite and for annual compliance and reporting. 

• The Clean Water Act which requires permite for facilities that 

discharge wastewaters into the environment. 

• The Comprehensive Environmental Response, Compensation 

and Liability Act, which can require any individual or entity 

that currentiy owns or in the past may have owned or 

operated a disposal site, as well as 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 

Conservation and Recoveiy Act, which requires certain solid 

wastes, including hazardous wastes, to be managed pursuant 

to a comprehensive regulatory regime, 

• The National Environmental Policy Act, which requires federal 

agencies to consider potential environmental impacte in their 

decisions, including siting approvals. 

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

Analysis of Financial Condition and Resulte of Operations for a 

discussion about potential Global Climate Change legislation and the 

potential impacte such legislation could have on the Duke Energy 

Registrante' operations. Additionally, otiier potential future 

environmental laws and regulations could have a significant impact 

on the Duke Energy Registrante' results of operations, cash flows or 

financlai position. However, if such laws are enacted, the Duke 

Energy Registrants would seek appropriate regulatoiy recovery of 

costs to comply within its regulated operations. 

For more infoimation on environmental matters involving the 

Duke Energy Registrants, including possible liability and capital coste, 

see Notes 4 and 5 to the Consolidated Financial Statements, 

"Regulatoiy Matters," and "Commitmente and Contingencies— 

Environmental," respectively. Except to tfie extent discussed In Note 4 

to the Consolidated Financial Statemente, "Regulatory Matters," and 

Note 5 to the Consolidated Financial Statemente, "Commitments and 

Contingencies," compliance with current international, federal, state 

and local provisions regulating the discharge of materials into the 

environment, or otherwise protecting tiie environment, is incorporated 

into the routine cost structure of our various business segmente and is 

not expected to have a material adverse effect on the competitive 

position, consolidated results of operations, cash fiows or financial 

position of the Duke Enetgy Registrante. 
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ITEM IA. RISK FACTORS. 

Unless Gtheiwlse indicated, tiie risk factors dlscus.sed below 
generally relate to risks associated with all ofthe Duke Energy 
Registrante, Risks identified at the Subsidiary Registrant level are 
generally applicable to Duke Energy. 

The Duke Energy R^'strants' franchised electric revenues, earnings 
and results are dependent on state legislation and re^^latun ttiat 
affect electric generation, transmission, distribution and related 
acfivities, which may limrt Duke Energy's ability to reco\rer costs. 

The Duke Energy Registrante' franchised electric businesses are 

r^ulated on a ccst-of-servlc^rate-of-retijrn basis subject to the statutes 

and regulatoty commission rules and procedures of North Carolina, 

Soutii Carolina, Ohio, Indiana and Kentucky. Ifthe Duke Energy 

Registrante' franchised electric earnings exceed the returns established 

by the state regulatoty commissions, the Duke Energ/ Regstrants' retail 

electric rates may be subject te^ review and possible reduction by the 

commissions, which may decrease the Duke Energy Registrante' future 

eamings. Additionally, if regulatory bodies do not allow recovery of coste 

Incurred in providing sen/ice on a timely basis, the Duke Energy 

Registrante' future earnings could be negatively impacted. 

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

The Duke Energy Registrante are subject to regulation by FERC, 

the NRC and various other federal agencies. Regulation affects almost 

every aspect of the Duke Energy Registrante' businesses, including, 

among other things, the Duke Energy Registrante' ability to: take 

fundamental business management actions; determine the terms and 

rates of the Duke Energ' Registrante' transmission and distribution 

businesses' services; make acquisitions; issue equity or debt 

securities; engage in transactions between the Duke Energy 

Registrante' utilities and other subsidiaries and affiliates; and the 

ability of the operating subsidianes to pay dividends to the Duke 

Energy Registrants.- Changes to these regulations are ongoing, and 

the Duke Energy Registrante cannot predict the future course.of 

changes In this regulatory environment or the ultimate effect that this 

changing regulatory environment will have on the Duke Energy . 

Registrante' business. However, changes In regulation (including 

re-regulating previously deregulated markete) can cause delays in or 

affect business planning and transactions and can substantially 

increase the Duke Energy R^istrante' coste. 

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 agreements to provide collateral in the 
form of letters of credit or cash, which may materially adversely 
affect the Duke Energy Registrants' liquidity. 

Each of the Duke Energy Registrante and their rated subsidiaries 

senior unsecured long-term debt is currently rated Investment grade 

by various rating agencies. The Duke Energy Registrante cannot be 

sure that the senior unsecured long-term debt of the Duke Energy 

Registrante or their rated subsidiaries will be rated investment grade 

In the future. 

Ifthe rating agencies were to rate the Duke Energy Registrante 

or their rated subsidiaries below investment grade, the entities' 

borrowing coste would increase, perhaps significantiy. In addition, 

their potential poo! of investors and funding sources would likely 

decrease. Further, ifthe Duke Energy Registrante' short-term debt 

rating were lo fail, the entities' access to the commercisi paper marl' 

could be significantly limited. Any downgrade or other event 

negatively affecting the credit ratings of the Duke Energy Registranls 

subsidiaries could make their coste of borrowing higher or access to 

funding sources more limited, which in turn could Increase the Duki 

Energy Registrante' need to provide liquidity in the form of capital 

contributions or loans to such subsidiaries, thus reducing the liquidil 

and borrowing availability of the consolidated group, 

A downgrade below investment grade could also require the 

Duke Energy Registi'ants to post additional collateral in the form of 

letifirs of credit or cash under various credit agreements and trigger 

termination clauses in sonra interest rate derivative agreemente, 

which would require cash payments. All ofthese evente would likely 

reduce the Duke Energy Registrante' liquidity and profitability and" 

could have a material adverse effect on the Duke Energy Registrants^ 

financial position, results of operations or cash flows. 

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

longer-term capital markets to finance Duke Energy's capital 

requirements and support Duke Energy's liquidity needs, and 

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

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

Energy's control. 

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

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

Investments often does not correlate to cash flows from Duke. 

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

short-term money markete and longer-term capital markete as a 

source of liquidity for capital requiremente not satisfied by the cash 

flow from Duke Energy's operations and to fund investmente 

originally financed through debt Instruments with disparate 

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

rates or at all, Duke Energy's ability to finance its operations and 

implement Ite strategy and business plan as scheduled could be 

adversely affected. An inability to access capital may limit Duke 

Energy's ability to pursue improvemente or acquisitions that Duke 

Energy may otherwise rely on for future growth. 

Market disruptions may increase Duke Energy's cost of 

borrowing or adversely affect Duke Energy's ability to access one or 

more financial markete. Such disruptions could include: economic 

downturns; the bankruptcy of an unrelated energy company; capital 

market conditions generally; market prices for electricity and gas; 

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

unrelated energy companies; or the overall health ofthe eneigy 

industry. 
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Duke Energy maintains revolving credit tacilities to provide 

back-up for commercial paper programs and/or letters of credit at 

various entities. These facilities typically include financial covenante 

which limit the amount of debt tiiat can be outetanding as a 

percentage of the total capital for the specific entity. Failure to 

maintain these covenante at a particular entity could preclude Duke 

Energy from issuing commercial paper or Duke Energy and ite 

affiliates from issuing letters of credit or borrowing under the revolving 

credit facility. Additionally, failure to comply with these financial 

covenante could result in Duke Energy being required to immediately 

pay down any outstanding amounte under otiier revolving credit 

agreemente. 

The Subsidiary R^'strants rely on access to short-tenn 

intercompany borrowings and longer-term capital markets to finance 

the Subsidiary Registrants' capital requirements and support their 

liquidity needs, and the Subsidiaiy Registrants' access to those 

markets can be adversely affected by a number of conditions, many 

(rf which are beyond the Subsidiary R^ t ran ts control. 

The Subsidiary R^strante' businesses are financed to a large 

degree through debt and the maturity and repayment profile of debt 

used to finance investmente often does not correlate to cash fiows 

from the Subsidiary Registi'ante' assete. Accordingly, the Subsidiary 

R^istrante rely on access to short-term borrowings via Duke Energy's 

money pool arrangement and financings from longer-term capital 

markets as a source of liquidity tor capital requirements not satisfied 

by the cash fiow from Its operations and to fund investments 

originally financed through debt instrumente with disparate 

maturities. If the Subsidiary R^istrante are not able to access capital 

at competitive rates or the Subsidiary Registrante cannot obtain short-

term borrowings via the money pool arrangement, their ability to 

finance their operations and implement their strategy could be 

adversely affected. 

Market disruptions may increase tiie Subsidiary Registrante' cost 

of borrowing or adversely affect the Subsidiary Registrante' ability to 

access one or more financial markete. Such disruptions could 

include: economic downturns; the bankruptcy of an unrelated energy 

company; capital market conditions generally; market prices for 

electricity and gas; terrorist atiscks or threatened ati:acks on the 

Subsidiary Registrante' facilities or unrelated energy companies; or the 

overall health of the energy industry. Restrictions on the Subsidiary 

Registrante' ability to access financial markets may also affect ite 

ability to execute ite business plan as scheduled. An Inability to 

access capital may limit Hie Subsidiary Registrante' ability to pursue 

improvemente or acquisitions that it may otherwise rely on for future 

growth. 

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 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 covenante at either Duke 

Energy or tiie Subsidiary Registrante could preclude Duke Energy or 

tiie Subsidiary Registi'ante from issuing letters of credit or borrowing 

under the revolving credit facility, 
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The Duke Energy Registrants are exposed to credit risk of the 

customers and counterparties with whom the Duke Energy 

Registranls do business. 

Adverse economic conditions affecting, or financial difficulties of, 

customers and counterparties with whom the Duke Energy 

Registrante do business could Impair the ability of these customers 

and counterparties to pay for the Duke Energy Registrante' services or̂  

fulfill their contractual obligations, including loss recovery payments 

under insurance contracte, or cause them to delay such paymente or 

obligations. The Duke Energy Registrante depend on these customers 

and counterparties to remit paymente on a timely basis. Any delay or 

default in payment could adversely afl'ect the Duke Energy 

Registrante' cash fiows, financial position or resulte of operations. 

The Duke Ene i^ Registrants are subject to numerous 

environmental laws and regulations Ifiat require significant capital 

expenditures, can increase the Duke Ener^ Registrants' cost of 

operations, and which may impact or limit the Duke Energy 

Registrants' business plans, or expose the Duke Energy 

Registrants to environmental liabilities. 

The Duke Energy Registrants are subject to numerous 

environmental laws and regulations affecting many aspects of the 

Duke Energy Registrante' present and future operations, including air 

emissions (such as reducing NÔ ,̂ SO2 mercury and greenhouse gas 

emissions in the 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 

regulations generally require the Ouke Energy Registrante to obtain 

and comply with a wide variety of environmental licenses, permits, 

Inspections and other approvals. Compliance witii environmental 

laws and regulations can require significant expenditures, including 

expenditures for cleanup costs and damages arising from 

contaminated properties, and failure to comply with environmental 

regulations may result in the imposition of fines, penalties and 

injunctive measures affecting operating assete, The steps the Duke 

Energy Registrants could be required to take to ensure tiiat 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 

Energy Registrante to incur losses. Further, the DuKe Energy 

Registrants' regulatory rate structure and the Duke Energy Registrante' 

contracte with customers may not necessarily allow the Duke Energy 

R^lstrante to recover capilal coste the Duke Energy Registrante incur 

to comply with new environmental regulations. Also, the Duke 

Energy Registrante may not be able to obtain or maintain from time to 

time all required environmental regulatory approvals for the Duke 

Energy Registrante' operating assets or development projecte. If there 

is a delay in obtaining any required environmental regulatory 

approvals, if the Duke Energy Registrante fail to obtain and comply 

with them or if environmental laws or regulations change and 

becpme more stringent, then the operation of the Duke Energy 

Registrante' facilities or the development of new facilities could be 

prevented, delayed or become subject to additional coste. Although it 

is not expected that the costs of complying with current 
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environmental regulations will have a material adverse effect on the 

Duke Ener^ Registrants' financial position, results of operations or 

cash flows, no assurance can be made that the coste 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-producte, Including fly ash. 

These regulations may require the Duke Energy Registrants to make 

additional capital expenditures and increase the Duke Energy 

Registrants' operating and maintenance coste. 

Additionally, potential other new environmental regulations, 

limiting the use of coal acquired from mountaintop removal and 

imposing additional requlremente on water discharges associated 

with mountaintop removal, could require the Duke Energy Registrants 

to make additional capital expenditures and increase coste of fuel. 

In addition, the Duke Energy Registrante are generally 

responsible for on-site liabilities, and in some cases ofl'-site liabilities, 

associated with the environmental condition of the Duke Energy 

Registrants' power generation facilities and natural gas assets which 

the Duke Energy Registrants have acquired or developed, regardless 

of when the liabilities arose and whether they are known or 

unknown. In connection with some acquisitions and sales of assete, 

the Duke Energy Registrants may obtain, or be required to provide, 

indemnification against some environmental liabilities. If the Duke 

Energy Registrants incur a material liability, or the other party to a 

transaction fails to meet its indemnification obi lotions to the Duke 

Energy Registrante, the Duke Energy Registrante could suffer material 

losses. 

The Duke Energy R^strants are involved in numerous legal 

proceedings, the outcome of which are uncertain, and resolution 

adverse to the Duke Energy Registrants could negatively affect the 

Duke Energy Registrants' financial position, results of operations or 

cash flows. 

The Duke Energy Registrante 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 ot Duke Energy Carolinas. Litigation is 

subject to many uncertainties and the Duke Energy Registrante 

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 Registrants are involved could require the 

Duke Energy Registrante to make additional expenditures, in excess 

of established reserves, over an extended period of time and in a 

range of amounts that could have a material effect on the Duke 

Energy Registrante' cash fiows 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' cash flov^, financial position 

or resulte OfOperations, 

The Duke Energy Registrants' results of operations may be 

negatively affected by overall market, economic and other 

conditions that are beyond the Duke Energy Registrants' control. 

Sustained downturns or sluggishness In the economy generally 

afl̂ ect the markete In which the Duke Energy R^istrante operate and 

negatively influence the Duke Energy Registrante' energy operations. 

Declines in demand for energy as a result of economic downtums in 

tiie Duke Energy Registrante' franchised electric service territories will 

reduce overall sales and lessen tiie Duke Energy Registrante' cash 

fiows, especially as tiie 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 certain coste, such as fuel under periodic adjustment clauses, 

overall declines in electricity sold as a result of economic downturn or 

recession could reduce revenues and cash fiows, thus diminishing 

resulte of operations. Additionally, prolonged economic downturns 

that negatively impact the Duke Energy Registrante' resulte of 

operations and cash flows could result in future material impairment 

charges being recorded to vjrite-down the carrying value of certain 

assete, 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 contractual basis. 

With respect to such transactions, the Duke Energy Registrante are 

not guaranteed any rate of retum on the Duke Energy Registrante' 

capital investmente through mandated rates, and the Duke Energy 

Registrante' revenues and results of operations are likely to depend, in 

large part, upon prevailing market prices in the Duke Energy 

Registrants' regional markets and other competitive markete. These 

mari<et prices may fluctuate substantially over relatively short periods 

of time and could reduce the Duke Energy Registrante' revenues and 

margins and thereby diminish the Duke Energy Registrante' resulte of 

operations. 

Factors that could impact sales volumes, generation of electricity 

and market prices at which Duke Energy is able to sell electricity are 

as follows: 

• v^eather conditions, including abnormally mild winter or 

summer weather that cause lower energy usage for heating or 

cooling purposes, respectively, and periods of low rainfall that 

decrease the Duke Energy Registrante' ability to operate ite 

facilities in an economical manner; 

• supply of and demand for energy commodities; 

• illiquid markete including reductions In trading volumes which 

result in lower revenues and eamings; 

• transmission or transportation constraints or inefficiencies 

which impact tbe 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-

efi'icient equipment which reduces energy demand; 
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• natural gas, crude oil and refined producte production levels 

and prices; 

- ability to procure satisfactory levels of inventory, such as coal 

and uranium; 

• electric generation capacity surpluses which cause the Duke 

Energy Registrants' 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 R^istrante' markete. 

These factors have led to Industry-wide downturns that have 

resulted in the slowing down or stopping of construction of new 

power plante and announcements by tiie Duke Energy Registi'ante 

and other energy suppliers and gas pipeline companies of plans to 

sell non-strategic assete, subject to regulatory constrainte, in order to 

boost liquidity or strengthen balance sheete. Proposed sales by other 

energy suppliers could Increase the supply of the types of assete that 

the Duke Energy Registrante are ati:empting to sell. In addition, recent 

FERC actions addressing power market concerns could negatively 

impact tiie marketability of the Duke Energy Registrante' electric 

generation assets. 

The Duke Energy Registrants' operating results may fluctuate on a 

seasonal and quarterly basis. 

Electric power generation Is generally a seasonal business. In 

most parts ofthe United States and other markets in which the Duke 

Energy Registrante operate, demand for power peaks during the 

warmer summer months, with market prices typically peaking at that 

time. In other areas, demand for power peaks during the winter. 

Further, extreme weather conditions such as heat waves or winter 

storms could cause these seasonal fluctuations to be more 

pronounced. As a result, in the future, the overall operating resulte of 

the Duke Energy Registrants' businesses may fluctuate substantially 

on a seasonal and quarterly basis and tiius make period comparison 

less relevant. 

Potential terrorist activities or military or other actions could 

adversely affect the Duke Energy Registrants' businesses. 

The continued threat of terrorism and the impact of retaliatory 

military and other action by the United States and ite allies may lead 

to Increased political, economic and financial market instability and 

volatility in prices for natural gas and oil which may materially 

adversely afl'ect the Duke Energy Registrante in ways the Duke 

Energ/ Registrante cannot predict at this time. In addition, future acte 

of terrorism and any possible reprisals as a consequence of action by 

the United States and ite allies could be directed against companies 

operating in the United States or their Intemational affiliates. 

Infrastructure and generation facilities such as the Duke Energ/ 

Registrants' nuclear plante could be potential targets of terrorist 

activities. The potential for terrorism has subjected the Duke Energy 

Registrante' operations to increased risks and could have a material 

adverse effect on the Duke Energy Registrante' businesses, in 

particular, the Duke Energy Registrante may experience increased 
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capital and operating coste to implement increased security for ite 

plante, including its nuclear power plante under the NRC's design 

basis threat requirements, such as additional physical plant security, 

additional security personnel or additional capability following a 

terrorist incident. 

The insurance industry has also been disrupted by these 

potential evente. As a result, the availability of Insurance covering 

risks the Duke Energy Registrants and the Duke Energy Registrants' 

competitors typically insure against may decrease. In addition, the 

insurance the Duke Enei^ Registrante are able to obtain may have 

higher deductibles, higher premiums, lower coverage limite and more 

restrictive policy terms. 

Additional risks and uncertainties not currentiy known to the 

Duke Energy R^istrante or that the Duke Energy Registrante 

currently deems to be Immaterial also may materially adversely affect 

the Duke Energy Registrante' financial condition, resulte of operations 

or cash flows, 

Duke Energy Carolinas may incur substantial costs and liabilities 

due to Duke Energy Carolinas' ownership and operation of nuclear 

geiierating facilities. 

Duke Energy Carolinas' ownership Interest in and operation of 

three nuclear stations subject Duke Energy Carolinas to various risks 

Including, among other things: the potential harmful effects on the 

environment and human health resulting from the operation of 

nuclear facilities and the storage, handling and disposal of radioactive 

materials; limitations on the amounts and types of insurance 

commercially available to cover losses that might arise in connection 

with nuclear operations; and uncertainties with respect to the 

technological and financial aspecte of decommissioning nuclear 

plante at the end of their licensed lives. 

Duke Energy Carolinas' ownership and operation of nuclear 

generation facilities requires Duke Energy Carolinas to meet licensing 

and safety-related requirements imposed by the NRC, In the event of 

non-compliance, the NRC may increase r^ulatory oversight, impose 

fines, and/or shut down a unit, depending upon its assessment of the 

severity of the situation. Revised security and safety requirements 

promulgated by the NRC, which could be prompted by, among other 

things, 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 e?;penditures at Duke 

Energy Carolinas' nuclear plante, as well as assessments against 

Duke Energy Carolinas to cover third-part/ losses. In addition, ifa 

serious nuclear incident were to occur, it could have a material 

adverse effect on Duke Energy Carolinas' results of operations and 

financial condition. 

Duke Energy Carolinas' ownership and operation of nuclear 

generation facilities also requires Duke Energy Carolinas to maintain 

^nded ti'uste that are intended to pay for the decommissioning coste 

of Duke Energy Carolinas' nuclear power plante. Poor investment 

performance of these decomtr^issionlng trusts' holdings and other 

factors impacting decommissioning coste could unfavorably impact 

Duke Energ/ Carolinas' liquidity and results of operations as Duke 

Energy Carolinas could be required to significantly increase its cash 

conti'Ibutions to the decommissioning truste. 
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The Duke Energy Registrants' plans for future expansion and 

mod^nization of the Duke Eneigy Registrants' generation fleet 

subject the Duke Energy Registrants' to risk of feilure 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 Energy 

Registrants' results of operations, cash flovtfs or financial position. 

During the three year period from 2011 to 2013, Duke Energy 

anticipates cumulative capital expenditures of $12 billion to $14 

billion of which $10 billion relates to ite regulated USFE&G 

businesses. The completion ofthe Duke Energy Registrants' 

anticipated capital Investment projecte in existing and new generation 

facilities is subject to many construction and development risks, 

including, but not limited to, risks related to financing, obtaining and 

complying with terms of peimite, meeting construction budgets and 

schedules, and satistying operating and environmental performance 

standards. Moreover, the Duke Energy Registrante' ability to recover 

all tiiese coste and recovering costs in a timely manner could 

materially Impact the Duke Energy Registrants' consolidated financial 

position, resulte of operations or cash fiows. 

The Duke Energy Registrants' sales may decrease if the Duke 

Energy Registrants' are unable to gain adequate, reliable and 

affordable access to transmission assets. 

The Duke Energy Registrante' depend on transmission and 

distribution facilities owned and operated by utilities and other energy 

companies to deliver the electricity the Duke Energy Registrante' sell 

to the wholesale market, FERC's power transmission regulations, as 

well as those of Duke Energy's international markets, require 

wholesale electric transmission services to be offered on an open-

access, non-discriminatory basis. If transmission Is disrupted, or if 

transmission capacity is inadequate, the Duke Energy Registrante' 

ability to sell and deliver products may be hindered. 

The different regional power markete have changing regulatory 

structijres, which could affect the DuKe Energy Registrants' growth 

and performance in these regions. In addition, the independent 

system operators who oversee the transmission systems in regional 

power markets 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 Registrante' wholesale power marketing business. 

Competition in the uniegulated markets in which Duke Energy Ohio 

operates may adversely af^ct the growth and prolitability of Duke 

Energy Ohio's business. The impact of competition, including current 

legislation in Ohio, has caused customers of Duke Energy Ohio to 

select altemative electric generation suppliers. Such competition 

could result in unrecovered costs that could adversely affect Duke 

Energy Ohio's financial position, results of operations or cash flov^s. 

Under current Ohio legislation, electric generation is sold in a 

competitive market in Ohio, and Duke Energy Ohio's native load 

customers have the ability to switch to altemative suppliers for their 

electnc generation sen/ice. Competitive power suppliers have begun 

supplying power to Duke Energ/ Ohio's current customers in Ohio, 

and Duke Energy Ohio has experienced an increase in customer 

switching in the second half of 2009 and into 2010 and 2011, 

These evolving market conditions may continue to impact Duke 

Energ/ Ohio's resulte ofOperations, and also may impact Duke 

Energy Ohio's ability to continue to apply regulatory accounting 

treatment to certain portions of ite Commercial Power business 

segment. To the extent competitive pressures increase, the 

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

term pressure. Increased competition could also result in increased 

pressure to lower prices, including the price of electricity. Retail 

competition could continue to have a significant adverse financial 

impact on Duke Energy Ohio due to impairmente of assete, a loss of 

retail customers, lower profit margins or increased coste of capital, 

Duke Energy Ohio may also face competition from new 

competitors that have greater financial resources than Duke Energy 

Ohio does, seeking attractive opportunities to acquire or develop 

energy assets or energy trading operations. These new competitors 

may include sophisticated financial institutions, some of which are 

already entering the energy trading and marketing sector, and 

International energy players, which may enter regulated or 

unregulated energy businesses. Duke Energy Ohio cannot predict the 

extent and timing of entty by additional competitors into the electric 

markete. This competition may adversely affect Duke Energy Ohio's 

ability to make investmente or acquisitions. 

Increased competition resulting from deregulation or 

restructuring efforts in Ohio could continue to have a significant 

adverse impact on Duke Energy Ohio's financial position, resulte of 

operations or cash fiow. Duke Energy Ohio may not be able to 

respond in a timely or effective manner to the many changes 

designed to increase competition In the electricity industry. Duke 

Energy Ohio cannot predict when it will be subject to changes in 

legislation or regulation, nor can it predict tiie impact of these 

changes on ite flnancial position, resulte of operations or cash flows. 

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

agreements or transmission agreements, which could expose Duke 

Ener^ Ohio's sales to increased volatility. 

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

term power sales agreements to customers for Duke Energy Ohio's 

unregulated power generation facilities. If Duke Energy Ohio Is unable 

to secure these types of agreemente, Duke Energy Ohio's sales 

volumes would be exposed to Increased volatility. Without the benefit 

of long-term customer power purchase agreemente, Duke Energy 

Ohio cannot assure that it will be able to operate profitably. The 

inability to secure these agreemente could materially adversely affect 

Duke Energy Ohio's results and business. 

Deregulation or restructuring in the electric industry may result In 

increased competition and unrecovered costs that could adversely 

affect Duke E n e i ^ 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 deregulation or 

restructuring efforts, including from the Energy Policy Act of 2005, 
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could have a significant adverse financial impact on Duke Energy 

Carolinas and Duke Energy Indiana and their utility subsidiaries and 

consequently on DukeEnergy Carolinas and Duke Energy Indiana's 

resulte of operations, financial position, or cash flows. Increased 

competition could also result in Increased pressure to lower coste, 

Includlngthe cost of electricity. Retail competition and the 

unbundling of regulated energy and gas service could have a 

significant adverse financial impact on DukeEnergy 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 Energy Carolinas and Duke Energ/ Indiana 

cannot predict the extent ̂ and timing of entry by additional 

competitors into the electric mart<ets. Duke Energy Carolinas and 

DukeEnergy Indiana cannot predict when they will be subject to 

changes in legislation or regulation, nor can Duke Energy Carolinas 

and Duke Energy Indiana predictthe Impact of these changes on • 

their financial position, results of operations 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 

counh'ies, taxes, economic conditions, political conditions and 

policies of foreign governments. These risks may delay or reduce 

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

international projects. 

DukeEnergy currently owns and may acquire and/or dispose of 

material energy-related Investmente and projecte outeide the United 

States. Theeconomic, regulatory, market and political conditions in 

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

Duke Energ/ may explore development, acquisition or investment 

opportunities could present risks related to, among others, Duke 

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

customers' ability to honor their obligations with respect to projects 

and.Investments, delays In construction, limitations on Duke Energy's 

ability to enforce legal rights, and interruption of business, as well as 

risks of war, expropriation,, nationalization, renegotiation, trade 

sanctions or nullification of existing contracte and changes in law, 

regulations, market rules or tax policy, 

Duke Energy's investments and projects located outside of the 

United States expose Duke Energy to risks related to fluctuations 

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

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

and results of operations. 

Duke Energy's operations and investmente outside the United 

States expose Duke Energy 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—the value in U.S, 

dollars of Duke Energy's assete and liabilities in such locality and the 

cash flows 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 fluctuations by, among other things, indexing 

contracts to the U.S. dollar and/or local inflation rates, hedging 
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through debt denominated or issued in the foreign currency and 

hedging through foreign currency derivatives. These efforts, however, 

may not be effective and, in some cases, may expose Duke Energy to 

other risks that could negatively affect Duke Energy's cash flows and 

results of operations. 

Poor investment performance of the Diuke Energy pension plan 

holdings and other factors impacting pension plan costs could 

unfavorably impact the Duke Ener^ 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 

as the rates of return on plan assete,,discount rates, tiie level of 

interest rates used to measure the required minimum funding levels 

ofthe plans, future government regulation and Duke Energy's 

required or voluntaty contributions made to the plans, The Subsidiary 

Registrante participate in employee benefit plans sponsored by their 

parent, Duke Energy. The Subsidiary Registrante are allocated their 

proportionate share of the cost and obligations related to these plans. 

Without sustained growth in the pension investmente over time to 

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

the olher factors impacting Duke Energy's costs as listed above, Duke 

Eneigy could be required to fund its plans with significant amounts of 

cash. Such cash funding obligations, and the Subsidiary R^istrante' 

proportionate share of such cash funding obligations, could have a 

material impact on tiie Duke Energy Registrante' financial position, 

resulte of operations or cash flows. 

Duke Enet^ may be unable to obtain the approvals required to 

complete its merger with Progress Energy or, in order to do so, the 

combined company may be required to comply with material 

restrictions or conditions. 

On January 8, 2011, Duke Energy announced the execution of 

a merger agreement with Progress Energy. Before the merger may be 

completed, approval by the shareholders of both Duke Energy and by 

Progress Energy will have to be obtained. In addition, various filings 

must be made with the FERC and various state utility, regulatory, 

antitrust and otiier authorities in the U,S, These govemmental 

authorities miay impose conditions on the compietiori, or require 

changes to the terhis, ofthe merger, including resti-ictlons 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 completion of 

the merger or imposing additional costs on or limiting the revenues of 

the combined company following the merger, which could have a 

material adverse efl'ect on the financial position, resulte of operations" 

or cash flows of the combined company and/or cause either Duke 

Energy or Progress Energy to abandon the merger. 

Conditions imposed by governmental authorities, including 

restrictions or conditions on the business, operations, orfinancial 

performance of Duke Energ/ Carolinas following the merger could 

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

operations or cash tlov/s of Duke Energ/ Carolinas, 
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If completed, Duke Energy's meiger v^th Progress Ene i^ may not 

achieve its intended results. 

Duke Energy and Progress Energy entered into the merger 

agreement with the expectation that the merger would result in 

various benefits, including, among otiier things, cost savings and 

operating efficiencies relating to the joint dispatch of generation and 

combining of fuel purchasing power. Achieving the anticipated 

benefits of tiie merger Is subject to a number of uncertainties, 

including whether the business of Progress Energy Is integrated in an 

efficient and effective manner. Failure to achieve these anticipated 

benefits 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 flov^. 

Duke Energy will be subject to business uncertainties and 

contractual restrictions while the merger with Pn>gress Energy Is 

pending that could adversely affect Duke Eneigy's financial 

results. 

Uncertainty about tiie effect of the merger with Progress Energy 

on employees and customers may have an adverse effect on Duke 

Energy. Although Duke Energy intends to take steps designed to 

reduce any adverse efl'ecte, these uncertainties may impair Duke 

Energy's ability to attract, retain and motivate key personnel until the 

merger is completed and for a period of time thereafter, 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 the 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 efforte, key employees depart or fail to accept 

employment with Duke Energy because of issues relating to the 

uncertainty and difficulty of integration or a desire not to remain with 

the combined company, Duke Energy's financial results could be 

affected. 

The pursuit of the merger and the preparation for the integration 

of Progress Energy into Duke Energy may place a significant burden 

ITEM IB. UNRESOLVED STAFF COMMENTS. 

on management and internal resources. The diversion of 

management attention away from day-to-day business concerns and 

any difficulties encountered in the transition and integration process 

could aflect Duke Energy's financial position, resulte of operations or 

cash fiows. 

In addition, the merger agreement restricte Duke Energy, 

without Progress Energy's consent, from making certain acquisitions 

and taking other specified actions until the merger occurs or the 

merger agreement terminates. These restrictions may prevent Duke 

Energy from pursuing otherwise attractive business opportunities and 

making other changes to Duke Energy's business prior to completion 

of the merger or termination of the merger agreement. 

Failure to complete the merger with Prepress Ene i^ could 

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

future business and financial results 

If Duke Energy's merger with Progress Energ/ 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 

termlnafion fee of $675 million; 

• Duke Energy will be required to pay costs relating to the 

merger, including legal, accounting, financial advisory, filing 

and printing coste, whetheror not the merger is completed; 

and 

• matters relating to Duke Energy's merger with Progress Energy 

(including integration planning) may require substantial 

commitments of time and resources by our management, 

which could otherwise have been devoted to other 

opportunities that may have been beneficial to Duke Energy. 

Duke Energy could also be subject to litigation related to any 

failure to complete our merger with Progress Energy. If the merger Is 

not completed, these risks may materialize and may adversely affect 

Duke Energy's financial position, results ofOperations or cash flows, 

None. 
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ITEM 2. PROPERTIES. 

U.S. FRANCHISED ELECTRIC AND GAS 

As of Decemtier 31 , 2010, U.S. Franchised Electric and Gas (USFE&G) operated tfiree nuclear generating stations with a combined 

owned capacity of 5,173 MW (including a 19.25% ownership in the Catawba Nuclear Station}, fifteen coal-fired stations with an overall 

combined owned capacity of 13,454 MW, (including a 69% ownershipin the'East Bend Steam Station anda 50,05% ownership in Unit 5 of 

the Gibson Steam Station), thirty-one hydroelectric stations (including tA'o pumped-storage facilities) with a combined owned capacity of 3,201 

MW, fifteen CT stations with an overall combined owned capacity of 5,028 MW and one CC station with an owned capacity of 285 MW. In 

addition, USFE&G operates a solar Distributed Generation program wltii an approximate 9 MW of capacity. The stations are located in North 

Carolina, South Carolina, Indiana, Ohio and Kentucky. The MW displayed in tiie table below are based on summer capacity. 

Name 

Duke Enei|;y Carolinas: 
Oconee 
Catawba'a' 
Belews Creek 
McGuire 
Marshall 
Bad Creek 
Lincoln CT 
Allen 
Rockingham CT 
Cliffside 
Jocassee 
Mill Creek CT 
RiveriDend 
Lee 
Buck 
Cowans Ford 
Dan River 
Buzzard Roost CT 
Keowee 
LeeCT 
Riverbend CT 
Buck CT 
Dan River CT 
Renewables 
Other small hydro (26 plante) 

Total Duke Energy Carolinas 

Duke Energy Ohio: 
East Bendiw 
Woodsdale CT 
Miami Fort (Unit 6) 

Total Duke Energy Ohio 

Duke Energy Indiana: 
Gibsonfct 
CayugaW 
Wabash River̂ )̂ 
Madison CT 
Gallagher 
Wheatland CT 
Noblesville CC 
Edwardsport 
Henry County CT 
Cayuga CT 
Miami Wabash CT'R 
Connersville CT 
Markland 

Total Duke 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 
760 
730 
596 
454 
370 
369 
325 
276 
176 
152 
82 
64 
62 
48 

9 
589 

20,935 

600 
462 
163 

1,225 

3,132 
1,005 

676 
576 
560 
460 
285 
160 
129 
99 
96 
86 
45 

7,309 

29,469 

Owned MW 
Capacity 

2,538 
435 

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

825 
760 
730 
596 
454 
370 
369 
325 
276 
176 
152 
82 
64 
62 
48 

9 
589 

19,112 

414 
462 
163 

1,039 

2,822 
1,005 

676 
576 
560 
460 
285 
160 
129 
99 
96 
86 
45 

6,999 

27,150 

Fuel 

Nuclear 
Nuclear 

Coal 
Nuclear 

Coal 
Hydro 

Natural gas/Fuel oil 
Coal 

Natural gas/Fuel oil 
Coal 

Hydro 
Natural ga&'Fuel oil 

Coal 
Coal 
Coal 

Hydro 
Coal 

Natural gas/Fuel oil 
Hydro 

Natijral gas'Fuel oil 
Natural gas'Fuel oil 
Natural gaVFuel 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 
Coal/Fuel oil 
Natural gas 

Natural gas/Fuel oil 
Fuel oil 
Fuel oil 
Hydro 

Location 

SC 
SC 
NC 
NC 
NC 
SC 
NC 
NC 
NC 
NC 
SC 
SC 
NC 
SC 
NC 
NC 
NC 
SC 
SC 
SC 
NC 
NC 
NC 
NC 

NC/SC 

KY 
OH 
OH 

IN 
IN 
IN 
OH 
IN 
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 

69 
100 
100 

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

la) This generation facilily is jointly owned by Duke Energy Carolinas, along with North Carolina Municipal Power Agency Number 1, North Carolina Electric Membership Corporation and 
Piedmont Municipal Power Agency. 
This generation facirity is jointly owned by Duke Energy Kentucky and a subsidiary of Dayton Power and Ught, Inc. 
Duke Energy Indiana owns and operates Gibson Station Units 1-4 and owns 50,05% of Unit 5, but is the operator. Unit 5 Is jointly owned by Duke Energy Indiana, Wabash Valley 
Power Association, Inc, and Indiana Municipal Power Agency, 
Includes Cayuga Intemal Combustion IIC), 
Includes Wabash River IC; includes Wabash River Units 2, Sand 5 which are not currently in cperation. Although the May 2009 court order to shutdown these units was reversed in 
October 2010, and a court notice was filed on January 6, 2011, which allowstheunits to be restarted. See Note 5 to the Consolidated Financial Statements, "Commltmenls and 
Contingencies" for furttier discussion. 
Includes Miami Wabash CT Unit 4 which is cunentiy inoperable but in the process of being retired pending approval from the Midwest ISO, 
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In addition, as of December 3 1 , 2Q1Q, USFE&G owned 

20,900 conductor miles of electric transmission lines, including 600 

miles of 525 kllovolts (KV), 1,700 miles of 345 KV, 3,300 miles of 

230 KV, 8,900 miles of 100 to 161 KV, and 6,4QQ miles of 13 to 

69 KV. USFE&G also owned approximately 152,200 conductor 

miles of electric distribution lines, including 103,300 miles of 

cwerhead lines and 48,900 miles of underground lines, as of 

DecemberSl, 2010 and 7,200 miles of gas mains and 6,000 miles 

of sen/ice lines, As of December 31 , 2010, ttie electric transmission 

and distribution systems had 2,300 substations. USFE&G also owns 

two underground caverns with a total storage capacity of 

approximately 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 services agreement with a 

third pady, This liquid propane is used in the three propane/air peak 

shaving plants located in Ohio and Kentucky. Propan^air peak 

shaving plants vaporize the propane and mix with natural gas to 

supplement the natural gas supply during peak demand periods and 

emergencies. 

Asof DecemberSl, 2010, Duke Energy Carolinas owned 
13,000 conductor miles of electric transmission lines, including 600 
miles of 525 KV, 2,600 miies of 230 KV, 6,700 miles of 100 to 
161 KV, and 3,100 miles of 13 to 69 KV. Duke Energy Carolinas 
also owned approximately 101,700 conductor miles of electric 
distribution lines, including 66,300 miles of overhead lines and 
35,400 miles of underground lines, as of DecemberSl, 2010, Asof 
DecemberSl, 2010, the electric transmission and distribution 
systems had 1,500 substations. 

Asof DecemberSl, 2010, Duke Energy Ohio owned 2,500 

conductor miles of electric transmission lines, Including 1,000 miles 

of 345 KV, 700 miles of 100 to 151 KF, and 800 miles of IS to 69 

KV. Duke Energy Ohio also owned approximately 19,500 conductor 

miles of electric distribution lines, including 14,000 miles of 

overhead lines and 5,500 miies of underground lines, as of 

December 31 , 2010 and approximately 7,200 miles of gas mains 

and services lines. As of December 31 , 2010, the electric 

transmission and distribution systems had approximately 300 

substations. In addition, Duke Energy Ohio has access to 5.5 million 

gallons of liquid propane storage and product loaned through a 

commercial services agreement with a third party. This liquid 

propane is used In the three propane/air peak shaving plants located 

in Ohio and Kentucky. Propane/air peak shaving plants vaporize the 

propane and mix with natural gas to supplement the natural gas 

supply during peak demand periods and emergencies. 

As of December 3 1 , 2010, Duke Energy Indiana owned 5,400 

conductor miles of electric transmission lines. Including 700 miles of 

345 KV, 700 miles of 230 KV, 1,500 milesof 100 to 161 KV, and 

2,500 miles of 13 to 69 KV. Duke Energy Indiana also owned 

approximately 31,000 conductor miles of electric distribution lines, 

including 23,000 miles of overhead lines and 8,000 miles of 

underground lines as ot December 3 1 , 2010, As of December 3 1 , 

2010, the electric transmission and distribution systems had 500 

substations. 

Substantially all of U.S, Franchised Electric and Gas' electric 

plant in service Is mori:gagGd under the indenture relating to Duke 

Energy Carolinas', Duke Energy Ohio's and Duke Energy Indiana's 

various series of First Mortgage Bonds. 

For a map showing USFE&G's properties, see "Business—U.S. 

Franchised Electric and Gas" earlier in this section, 
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COMMERCIAL POWER 

The following table provides information about Commercial Power's generation portfolioasof December 31 , 2010. The MW displayed in 

the table below are based on summer capacity. 

Name 

Duke Energy Ohio; 

J.M.Stuart'^^'^^ 
W.M. Zimmer'^i 
W.C. Beckjord'^' 
Miami Fott (Units 7 and 8)'̂ > 
Conesville'̂ "W 

Ki lien's'*' 
Beckjord CT 
Dick's Creek 
Miami Fort CT 

Total Regulatedfci 

Hanging Rock 
Lee 
Vetmillion''^' 

Fayette 
Washington 

Total Urtr^ulated 

Total DuKe Energy Ohio 

Duke Ener^: 
Top of the World 

Notrees 
Campbell Hill 
North Allegheny 

Ocotillo 
Kit Carson 

Silver Sage 
Happy Jack 
TX Solar 
Other small solar 

Total Duke Energy 

Total Commercial Power 

Total MW 
Capacity 

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

780 
600 
212 
152 
60 

7,568 

1,240 
640 
640 
620 
620 

3,760 

11,328 

200 
153 
99 
70 
59 
51 
42 

29 
14 
2 

719 

12,047 

Owned MW 

Capacity 

912 
605 
862 
640 
312 
198 
212 
152 
60 

3,953 

1,240 
640 
480 
620 
620 

3,600 

7,553 

200 
153 
99 
70 
59 
51 
42 
29 
14 
2 

719 

8,272 

Plant Type 

Steam 
Steam 
Steain 
Steam 
Steam 

Steam 
Simple Cycle 
Simple Cycle 
Simple Cycle 

Combined Cycle 
Simple Cycle 
Simple Cycle 

Combined Cycle 
Combined Cycle 

Primary Fuel 

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 
Solar 
Solar 

Location 

OH 
OH 
OH 
OH 

OH 
OH 

OH 
OH 
OH 

OH 

IL 
IN 
PA 
OH 

WY 
TX 
WY 
PA 
TX 
CO 
WY 
WY 
TX 
NC 

Approximate 
Ownership 

Iriterest 
(percentage) 

39% 
46,5 
76,7 

64 
40 

33 
100 

log 
100 

100 
100 
. 75 
100 
100 

100 

100 
100 
100 
100 
100 
100 
100 

100 
100 

(a) These generation facilities are jointly owned by Duke Energy Ohio and subsidiaries of American Sectric Power, Inc. and/or Daylon Power and Light, Inc, 
(b) station is not operated by Duke Energy Ohio, 
(c) These generation facilities are dedicated under the ESP, 
Id) This generation facility is jointly owned by DukeEnergy Ohio and Wabash Valley Power Association, Inc, 

In addition to the above facilities. Commercial Power owns an 

equity interest in the 585 MW capacity Sweetwater wind projects 

located in Texas. Commercial Power's share in these projects is 283 

MW. 

For a map showing Commercial Power's propertiles, see 

"Business—Commercial Power" eariier in this section. 
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INTERNATIONAL ENERGY 

The following table provides information about International Energy's generation portfolio in continuing operations as of December 3 1 , 

2010. 

Name 
Total MW 

Capacity 

2,307 

650 
576 
328 
283 
192 
175 

4,511 

Owned MW 
Capacity 

2,113 
650 
524 
296 
283 
162 
175 

4,203 

Fuel 

Hydro 
Hydrc/Diesel 

HydrcVNatural Gas 
Fuel Oil/Diesel 
Fuel Oil/Diesel 

Diesel 
Natural Gas 

Location 

Brazil 
Peru 

Argentina 
El Salvador 
Guatemala 

Ecuador 
Peru 

Approximate 
Ownership 

Interest 
(percentage) 

95% 
100 
91 
90 

100 
85 

100 

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

Total 

(a) Includes Canoas I and II, which is jointly owned by Duke Energy and Companhia Brasileira de Alumimo, 

International Energy also owns a 25% equi^ interest in NMC. 

In 2010, NMC produced approximately 900 thousand 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. For additional information and a map showing 

Intemational Energy's properties, see "Business—International 

Energy" earlier in this section. 

OTHER 

Duke Energ/ 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 Energy entered Into a lease for approximately 

500,000 square feet of office space in Charlotte, North Carolina that 

will become Its new corporate headquarters. 

ITEM 3. LEGAL PROCEEDINGS. 

For information regarding legal proceedings, including regulatoty 

and environmental matters, see Note 4 to the Consolidated Financial 

Statements, "Regulatoty 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 Agency of Parana 

(lAP) assessed seven fines against Duke Energy International 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, 2011, DEIGP received a notice 

that one of the fines was subsequently increased, on grounds that 

DEIGP is allegedly a repeat offender, which made the total current 

amount of all lAP assessments $29 million. DEIGP filed an 

administrative appeal. Between June and August 2009, three of 

these fines, in the total amount of S2.4 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. In 

the second case, a decision on DEIGP's request for injunction is 

pending. In the third case, DEIGP's request for injunction was 

denied; however, DEIGP filed a petition for permission to deposit the 

total amount ofthe fine in the court registry and to suspend entry of 

the debt in the state tax liability roster. DEIGP's petition was granted 

and DEIGP made a deposit of Sl .4 million. In the court registry on 

September 29, 2010. 

Additionally, DEIGP was assessed three environmental fines by 

the Brazilian federal environmental enforcement agency, Brazil 

Institute of Environment and Renewable Natural Resources (IBAMA), 

totaling $270,000 for Improper maintenance of existing reforested 

areas, DEIGP believes that it has properly maintained all reforested 

areas and has challenged these assessments. 

ITEM 4. REMOVED AND RESERVED. 
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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 18, 2011, 

there were approximately 156,368 common stockholders of record. 

Common Stock Data by Quarter 

2010 2009 

Dividends 
Per Share 

$ 0.24 
0.485 

— 
0.245 

Stock Price 
Range<3' 

High 

$17.29 
17.14 

18.08 
18.60 

Low 

$16.02 
15.47 
15.87 
17.19 

Dividends 
Per Share 

$0,23 
0,47 

_̂  
0.24 

Stock Price 

Range'̂ i 

High 

$15,96 
14,83 

16,02 
17,94 

Low 

$11.72 
13.31 
14.10 

15,33 

First Quarter 
Second Quaitet<w 
Third Quarter 
Fourth Quarterfw 

(a) Stock prices represent the intra-day high and low slnck price, 
(b) Dividends paid in September 2010 and December 2010 increased from $0.24 per share to $0,245 per share and dividends paid in September 2009 and December 2009 increased 

trom $0.23 per share to $0.24 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 

Energ)?. See "Liquidity and Capital Resources" within "Management's Discussion and Analysis of Financial Condition and Results of Operations" 

for further Information regarding these restnctions and their impacts on Duke Ener^'s liquidi^. 

Securities Authorized for Issuance Under Equity Compensation Plans 

Duke Energy will provide information 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 "Securit/ 

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 2010 

There were no repurchases of equity securities during the fourth quarter of 2010. 
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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 the Philadelphia Utility Index for the 

five-year period 2005 through 2010. 

This performance chad assumes $100 invested on December 3 1 , 2005 in Duke Enet^ common stock, in the S&P 500 Stock Index and 

in the Philadelphia Utility Index and that all dividends are reinvested. 

$200 

$150 

$100 

2005 2006 2007 2008 2009 2010 

•Duke Energy Corporation - • - S & P 500 Index -A-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 Form 10-K for the year ended December 31 , 2010. In May 2010, 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 governance listing standards. 
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ITEM 6. SELECTED FINANCIAL DATA,̂ ^̂  

(iri millions, except per-share amounts) 2010 2009 2008 2007 2006 

Statement of Operations 
Tcjtal operating revenues 
Total operating expenses 
Gains on sales of investments in commercial and multi-family real estate 
Gains (losses) on sales of other assets and other, net 

$14,272 
11,964 

— 
153 

$12,731 
10,513 

— 
36 

$13,207 
10,755 

— 
69 

$12,720 
10,222 

— 
(5) 

$10,507 
9,210 

201 
223 

Operating income 
Total other income and expenses 

Interest expense 

Income trom 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 

2,461 
589 
840 

2,210 
890 

1,320 
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 
616 

1,275 
16 

1,291 
67 

1,358 
(4) 

$ 1,362 

2,493 
428 
685 

2,236 
712 

1,524 
(22) 

1,502 

1,502 
2 

$ 1,500 

1,821 
354 
632 

1,543 
450 

1,093 
783 

1,876 

1,876 
. 13 

$ 1,863 

Ratio of Earnings to Rxed Charges 
Common Stock Dala 
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 Ener^ Corporation common shareholders 

Basic 
Diluted 

Dividends per share'^' 
Balance Sheet 
Total assets 
Long-tenn debt including capital leases and VIEs, less current maturities 

$ 

S 

$ 

$ 

$ 

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 

0.82 
0.82 

0,01 
0,01 

0.83 
0.83 

— 
— 

0.83 
0.83 
0.94 

$57,040 
$16,113 

$ 

$ 

$ 

$ 

$ 

3,4 

1,272 
1,265 
1,267 

1,01 
1,01 

0.02 
0.01 

1.03 
1.02 

0.05 
0,05 

1.08 
1.07 
0.90 

$53,077 
$13,250 

$ 

$ 

$ 

$ 

$ 

3,7 

1,262 
1,260 
1,255 

1.21 
1,20 

(0.02) 
(0,02) 

1,19 
1,18 

— 
— 

1.19 
1.18 
0.86 

$49,686 
$ 9,498 

2,6 

1,257 
1,170 
1,188 

$ 0,92 
0.91 

$ • 0.67 
0,66 

$ 1.59 
1.57 

$ — 
— 

S 1.59 
1.57 
1,26 

$68,700 
$18,118 

(al Significant transactions reflected in the results atwve include: 2010 and 2009 impairments of goodwill and other assets {see Note 12 to the Consolidated Financial Statements, 
"Goodwill, Intangible Assets and Impairments"], 2007 spinn f̂f ofthe natural gas businesses, 2005 merger with C ine^ , 2006 Crescentjointventuretransaction and subsequent 
deconsolidation effective Septemtier 7, 2006, 

(b) 2007 decrease due lo the spin-off of the natural gas businesses to shareholders on January 2, 2007 as dividends subsequent to the spin-off were split proportionately between Duke 
Energy and Spectra Energy, Corp, (Spectra Energy) sucfi that the sum of the dividends of the two stand-alone companies approximated the former total dividend of Duke Energy prior to 
the spin-off. 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS. 

INTRODUCTION 

Duke Energy Corporation (collectively with its subsidiaries, Duke 

Energy) is an energ/ company primarily located in the Americas, 

Duke Energy operates in the United States (U,S,) primarily through its 

wholly-owned subsidiaries, Duke Energy Carolinas, LLC (Duke 

Energy Carolinas), Duke Energ/ Ohio, Inc, (Duke Energy Ohio), 

which includes Duke Energy Kentucky, (nc. (Duke Energy Kentucky), 

and Duke Energy Indiana, Inc, (Duke Enetgy Indiana), as well as in 

South America and Central America through Intemational Energy. 

When discussing Duke Energ/s consolidated financial 

information, it necessarily includes the results of its three separate 

subsidiary' registrants, Duke Energ/ 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 Finariclal 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 Enetgy or the Subsidiary Registrants of Duke 

EneiEy other than itself. 

Management's Discussion and Analysis should be read in 

conjunction with tjie Consolidated Financial Statements and Notes for 

the years ended DecemberSl, 2010, 2009 and 2008. 

EXECUTIVE OVERVIEW 

Proposed Merger with Prioress Ene i^ , Inc. 

On January 8, 2011, Duke Energy entered into an ./^reement 

and Plan of Merger (Merger Agreement) by and 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. The 

consummation of the merger provided for in the Metier Agreement, if 

completed is expected to result in, among other things, Duke Energy 

becoming the largest U.S. electric utility in terms of enterprise value, 

market capitalization, electric customers, generation capaci^ and 

total assets with; 

• approximately 57,000 MWs of generating capacity from a 

diversified mix of regional coal, nuclear, natural gas, oil and 

renewable power, 

•morethan seven million retail customers In Florida, Indiana, 

Kentucky, North Carolina, Ohio and South Carolina, and 

• a seivice teiritoo' of approximately 104,000 square miles. 

Upon the terms and subject to the conditions set forth in the 

Merger Agreement, Merger Sub will metie with and into Progress 

Energy with Progress Energy continuing as the surviving corporation 

and a wholly-owned subsidiaiy of Duke Energy. Pursuant to the 

Merger Agreement, upon the closing of the merger, each issued and 

outstanding share of Progress Energy common stock will 

automatically be cancelled and converted into the right to receive 

2.6125sharesof DukeEnergy common stock, 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 Eneigy common stock that are owned by Progress 

Energy or Duke Energy, other than In a fiduciary capacity, will be 

cancelled without any consideration therefor). Each outstanding 

option to acquire, and each outstanding equiiy award relating to one 

share of Progress Energy common stock will be converted into an 

option to acquire, or an equi^ award relatlngto 2.6125 shares of 

Duke Energy common stock, as applicable, subject to the approphate 

adjustment for the reverse stock split. Completion of the merger is 

conditioned upon, among other things, approval by the shareholders 

of both companies as well as expiration or termination of any 

applicable waiting period under the Hart-Scott-Rodino Antitrust 

Improvements Act of 1976 and approval to the extent required by the 

Federal Enet^ Regulatory Commission (FERC), the Federal 

Communications Commission (FCC), the North Carolina Utilities 

Commission (NCUC), the Public Service Commission of South 

Carolina (PSCSC), the Florida Public Service Commission (FPSC), the 

Indiana Utility Regulatoty Commission (IURC), the Kentucky Public 

Service Commission (KPSC), the Public Utilities Commission of Ohio 

(PUCO) and the Nuclear Regulatoty Commission (NRC). Duke 

Energy is targeting completion of the merger by the end of 2011, but 

cannot assure completion by any particular date. The Merger 

Agreement contains certain termination rights for both Duke Energy 

and Progress Energy, and further provides for the payment of fees 

and expenses upon termination under specified circumstances. 

Further information concerning the proposed merger will be Included 

in a joint proxy statemenVprospectus contained in the registration 

statement on Form S-4 to be filed by Duke Energy with the Securities 

and Exchange Commission (SEC) in connection with the merger. 

Prior to the merger, Duke Energy and Progress Energy will 

continue to operate as separate companies. Accordingly, e>;cept for 

specific references to the pending merger, the descriptions of strategy 

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 the pending merger are discussed in Note 3 to the 

Consolidated Financial Statements, "Acquisitions and Dispositions of 

Businesses and Sales of Other Assets." 

2010 Rnancial Results. 

Net income attributable to Duke Energy was Sl ,320 million fbr 

the year-ended DecemberSl, 2010, as compared to $1,075 million 

for the year ended DecemberSl, 2009, Diluted eamings per share 

increased from $0,83 per share for the year ended DecemberSl, 

2009 to $1,00 forthe year ended DecemberSl, 2010, primarily 

due to the increase in net income for the year ended December 3 1 , 

2010 as compared to the same period in 2009, as described further 

below. Net income for both of the years ended DecemberSl, 2010 
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and 2009 was impacted by goodwill and other impairment charges 

of $660 million and $413 million, respectively, primarily related to 

the non-regulated generation operations in the Midwest. Income from 

continuing operation was $1,320 miliion for the year ended 

DecemberSl, 2010 as compared to $1,073 million forthe same 

period in 2009. Total reportable segment EBIT (defined below in 

"S^ment Results" section of Management's Discussion and Analysis 

of Financial Condition and Results of Operations) increased to 

$3,223 million in 2010 from $2,713 million in 2009. 

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. 

2010 Areas of Focus and Accomplishments. 

In 2010, management was focused on controlling operations 

and maintenance expenses, maintaining operational excellence, 

continued modernization of infrastructure, competing effectively in 

Ohio and investing in renewable energy. 

Controlling Operations and Maintenance Expenses. 

In order to address the impact of the weakened economy on 

sales volumes leading into 2010 management was focused on 

controlling costs with the goal that operations and maintenance 

expenses, net of deferrals and cost recovety riders, would be flat 

compared to 2009, due largely to sustainable reductions achieved 

during 2009, as Vi/ell as certain 2010 Initiatives such as a voluntary 

severance program and office consolidation. Record temperatures 

and related high load demands during the year resulted in increased 

expenses in order to maintain Duke Energy's generafon fleet and 

transmission and distribution systems. Due to the impact of these 

pressures, operations and maintenance expenses, net of deferrals and 

cost recovety riders, were slightly higher than 2009, 

IVIaintaining Operational Excellence. 

Duke Energy assesses operational excellence using a number of 

quantitative measures including but not limited to capacity factor, 

commercial availability, equivalent availability, system average 

intermption frequency inde?t and system average interruption duration 

index depending on the component of the business being evaluated. 

During 2010 Duke Energy businesses met or exceeded most 

quantitative measures of operational excellence. Duke Energy's 

nuclear fleet demonstrated a record capacity factor at approximately 

95.9%. In addition Commercial Power's non-regulated coal and gas 

generation assets delivered record generation volumes. 

Continued IWodernization 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 natural gas electric generating plants, and retirement 

of older less efficient coal-fired power plants. Due to the likelihood of 

upcoming environmental regulations, including carbon legislation, air 

pollutant regulation by the U.S, Environmental Protection Agency 

(EPA) and coal regulation, Duke Energy has been focused on 

modernizing its generation fleet in preparation for a low carbon future. 

Duke Energy plans to Invest approximately $7 billion in four key 

generation fleet modemization projects with approximately 2,700 

MWs of capacity within it U.S. Franchised Electric and Gas segment. 

During 2010, Duke Energy continued the construction of Cliffeide 

Unit 6 in North Carolina and the Edwardspori: IGCC plant in Indiana 

and both ofthese projects are approximately 80% at DecemberSl, -

2010. Both are scheduled to be placed in sen/Ice during 2012. Once 

in setvice, Duke Energy will begin retiring older, less efficient coal and 

gas-fired units. Additionally, Duke Energy has continued construction 

on its 620 MW combined cycle natural gas-fired generating facilities 

at its existing Buck and Dan River Steam Stations. The Buck facility is 

approximately 74% complete and is scheduled to be placed in 

sen/ice in 2011, The Dan River faclliti/ isin the early stages of 

constmction and is scheduled to be placed in service in 2012. Duke 

Energy invested $1.8 billion in the above generation fleet 

modernization projects in 2010 and $4,6 billion since the inception 

of these projects. 

Competing Effectively in Ohio. 

While Commercial Power's operations continue to be Impacted 

by the competitive markets in Ohio, Duke Energy has been 

successful in preserving margin for its shareholders through Duke 

Energy Retail Sales, LLC (Duke Energy Retail). Retail customer 

switching levels increased to approximately 65% at DecemberSl, 

2010 from approximately 40% at December S l , 2009. However, 

tiirough Duke Energy Retail, Commercial Power acquired 

approximately 60% of the switched load by offering customers a 

choice between discounts to the Electi-ic Security Plan (ESP) price or 

fixed price per kWh arrangements. When factoring in the Duke 

Energy Retail activity. Commercial Power's net customer switching 

was approximately 26% at December 31 , 2010 compared to 15% 

at December 31 , 2009, altiiough those customers acquired by Duke 

Enet^ Retail were at lower margins than customers sen/ed under the 

ESP, Additionally, Duke Energy Retail has been successful in 

acquiring new customers outside Commercial Power's ESP load 

territory. 

On November 15, 2010, Duke Energ/ Ohio filed for approval of 

its next Standard Sen/ice Offer (SSO) to replace the existing ESP that 

expires on DecemberSl, 2011. The filing seeks approval of a 

Market Rate Offer (MRO) through which generation supply is 

ultimately procured through a competitive solicitation format. 

Investing in Renewable Energy. 

During 2010 Commercial Power added 267 net MW of 

renewable enetgy generation capacity, including Duke Energy's first 

operating solar projects, bringing its total operating renewable energy 

generation capacity to 1,002 net MW. Commercial Power invested 

$290 million, net of grants, in its renewable energy construction 

program in 2010. 
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Non-Core Businesses. 

In December 2010, Duke Energy completed the formation of a 

joint venture for DukeNet Communications, LLC (DukeNet) with 

investment funds managed by Alinda Capital Partners LLC (Alinda) 

and the closing of a $150 million senior secured credit for DukeNet. 

Alinda acquired a 50% interest in DukeNet in exchange for $137 

million of cash. The new five-year credit facility will provide DukeNet 

with capital for continued expansion of its telecommunications 

networi<, future acquisitions and general corporate purposes. Duke 

Energy recorded a pre-tax gain of $139 million related to the 

disposition of Duke Energy's 50% interest in DukeNet, as well as the 

re-measurement to fair value of Duke Energy's retained 

non-controlling interest. 

In December 2010, Duke Energycompleted thesaleof its30% 

equity investment in Q-Comm Corporafion (Q-Comm) to Windstream 

Corp. (Windstream), The sale resulted In $165 million in net 

proceeds, including $83 million of Windstream common shares and 

a $109 million pre-tax gain. 

Duke Energy Objectives — 2011 and beyond. 

Duke Energy will focus on obtaining approval of the merger with 

Progress Energy, continued modernization of infrastructure, executing 

on rate case filings, cost control efforte and achieving a constructive 

outcome to the SSO filing in Ohio, 

Obtaining Approval of the Merger with Pr<^ess Energy. 

Completion ofthe merger is conditioned upon, among other 

things, shareholder approval of both companies as well as expiration 

or termination of any applicable waiting period underthe Hari:-Scoti:-

Rodino Antitrust Improvements Act of 1976 and approval to the 

extent required bythe FERC, FCC, NCUC, PSCSC, FPSC, PUCO, 

IURC, KPSC and the NRC. Duke Energy plans to file a registration 

statement on Form S-4 duringthe first quarter of 2011 and expects 

shareholder meetings for both Duke Energy and Progress Energy to 

beheld in the second orthird quarter of 2011. Duke Energy will file 

merger applications with the NCUC, and KPSC during the first 

quarter of 2011, FERC and NRC filings will be made during the first 

quart:erof 2011. Duke Energy will file for approval of combined 

operational control of generation facilifies with the PSCSC in the third 

quarter of 2011. Other required filings are expected to be made 

during the second quarter of 2011, Duke Energy anticipates all 

necessaiy approvals vyill be obtained by the end of 2011, however 

no assurances can be given as to the timing of the satisfaction of all 

closing conditions or that all required approvals will be received. 

Planned and Potential Rate Cases. 

The majority of future earnings are anticipated to be contributed 

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

Duke Energy's regulated businesses that currently own a capacity of 

approximately 27,000 MW of generafion. The regulated generation 

portfolio consiste ofa mix of coal, nuclear, natural gas and 

hydroelectric generation, with the substantial majority of all of the 

sales of electricity coming from coal and nuclear generation facilities. 

The rate case outcomes reached in the various jurisdictions in 2009 

will continue to have a positive impact on USFE&G's earnings. 

Duke Energy Carolinas plans to file rate cases In Noriih (Carolina 

and South Carolina during 2011 and 2012. Duke Energy Indiana 

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

need for electric distribution and gas rate cases in 2011 or 2012, 

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

in 2011. These planned rates cases are needed to recover 

investments in Duke Energy's ongoing infrastmcture modemization 

projects and operating costs. Planning for and obtaining favorable 

outcomes from these regulatory proceedings are a key factor in 

achieving Duke Energy's long-term growth assumptions. 

Continued IVIodernization of Infrastructure. 

Duke Energy anticipates total capital expenditures of $4.5 billion 

to $5 billion In 2011, The majority of this amount is expected to be 

spent on committed projects, including base load power plants to 

meet long-term growth in customer demand and to modernize the 

generation fleet, ongoing environmental projects, and nuclear fuel. 

Approximately S2 billion to $2,3 billion of these expenditures are 

principally related to Duke Energy's ongoing generation fleet 

modernization projects. Duke Energy is commled to adding base 

load capacity at a reasonable price while modernizing the current 

generation facilities by replacing older, iess efl'icient plante with 

cleaner, more efficient plants. Duke Energy will continue to focus on 

managing coste related to the Edwardspori: IGCC and will work for a 

constructive outcome related to the cost increase proceedings. In 

addition to its ongoing Edwardsport IGCC plant, Cliffside Unit 6 and 

Buck and Dan River gas-fired generation projects, Duke Energy is 

evaluating the potential construction ofthe William States Lee III 

nuclear power plant in Cherokee County, South Carolina. As these 

major generation fieet modernization projecte are completed in 2011 

and 2012 the level of capital spending related to system growth will 

begin to decline. This will provide Duke Energy with the ability to 

direct capital to environmental projects where it estimates that it 

could spend as much as $5 billion over the next ten years. 

As the majority of Duke Energy's anticipated future capital 

expenditures are related to ite regulated operations, a risk to Duke 

Energy is the ability to recover costs related to such expansion in a 

timely manner. Energy legislation passed in North Carolina and South 

Carolina in 2007 provides, among other things, mechanisms for 

Duke Energy to recover financing coste for new nuclear or coal base 

load generation during the construction phase. Duke Energy has 

received approval for neariy $260 million of future federal tax credite 

related to coste to be incurred for the modernization of Cliffside 

Unit 6, as well as the IGCC plant in Indiana, In addition, Duke 

Energy has received general assurances from the NCUC that the 

North Carolina allocable portion of development costs associated with 

the William States Lee 111 nuclear station will be recoverable through a 

future rate case proceeding as long as the coste are deemed prudent 

and reasonable. Through several separate orders, the NCUC and 

PSCSC have deemed Duke Energy's decision to incur project 

development and pre-construction costs for the project as reasonable 

and prudent through DecemberSl, 2009 and up to an aggregate 
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maximum amount of $230 million, On November 15, 2010 and 

January 7, 2011, Duke Enetg>'filed amended project development 

applications with tiie NCUC and PSCSC, respectively. These 

applications request approval of Duke Energy's decision to continue 

to incur project development and pre-constmction coste for the 

project through DecemberSl, 2013 and up to $459 million. Duke 

Energy does not anticipate beginning construction of the proposed 

nuclear power plant without adequate assurance of cost recovery 

from the state legislators or regulators. Duke Energy is seeking joint 

venture partners for the William States Lee III Nuclear Station by 

issuing options to purchase an ownership interest in the plant. 

In summary, Duke Energ-/ is coordinating ite future capital 

expenditure requirements with r^ulatory initiatives in order to ensure 

adequate and timely cost recovery while continuing to provide low 

cost energy to ite customers. 

Cost Control Efforts. 

Since the beginning of the economic downturn ln2(X)7, Duke 

Energy was successful in holding operations and maintenance 

expenses, net of deferrals and cost recovety riders, flat through 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 ofdeferrals and cost 

recover/ riders, in 2010. Duke Energy expecte continued coste 

pressures In 2011 due to additional maintenance expenses related to 

new assete, additional planned outages at nuclear stations, employee 

benefit coste and Inflation, As a result of these pressures, Duke 

Energy expects operations and maintenance expenses, net of 

deferrals and cost recovery riders, to increase in 2011. DukeEnergy 

expects the increase to be modest from the beginning of the 

economic downturn in 2007, 

Ofiio SSO filing. 

The current regulatoty environment in Ohio makes it difficult for 

Duke Energy to reduce risk and earn consistent, reasonable returns 

on ite primarily coal-fired generation portfolio in Ohio. Duke Energy 

believes ite MRO filing best positions its primarily coal-tired generation 

portfolio in Ohio for fine long-term under the current regulatory 

construct, Duke Energy's proposed MRO provides the flexibility to 

deliver competitive and fair rates to customers, provides mechanisms 

10 earn more adequate returns on Investmente in Ohio, and better 

balances risks and rewards to encourage future investmente in Ohio. 

On Febmary 23, 2011, the PUCO stated that Duke Energy Ohio did 

not file an application for a five-year MRO as required under Ohio 

statute. As a result, the PUCO ordered that the case cannot proceed 

as filed. Duke Energy Ohio is evaluating Ite options and plans to fiie a 

revised SSO in early second quarter of 2011. In conjunction with the 

Initial MRO filing, Duke Energy plans to file a request to transfer the 

primarily coal-fired generation portfolio to an affiliate of Duke Energy 

Ohio in order to provide more flexibility around those assets in the 

fijture. 

Economic Factors for Dulte Energy's Business. 

Duke Energy's business model provides diversification between 

stable regulated businesses like USFE&G, and the traditionally higher-

growth businesses like the unregulated portion of Commercial 

Power's operations and International Energy. Duke Energy's 

businesses can be negatively affected by sustained downtums or 

sluggishness in the economy, including low market prices of 

commodities, all of which are beyond Duke Energy's control, and 

could impair Duke Energy's ability to meet ite goals for 2011 and 

beyond, 

Declines In demand for electricity as a result of economic 

downturns reduce overall electricity sales and have the potential to 

lessen Duke Energy's cash flows, especially as industrial customers 

reduce production and, thus, consumption of electricity, A weakening 

economy could also impact Duke Energy's customer's ability to pay, 

causing increased delinquencies, slowing collections and lead to 

higher than normal levels of accounte receivables, bad debte and 

financing requirements. A portion of USFE&G business risk Is 

mitigated by ite regulated allowable rates of return and recovery of fuel 

coste under fuel adjustment clauses. The current ESP in Ohio, which 

expires in December 2011, also helps mitigate a portion of tiie risk 

associated with certain portions of Commercial Power's generation 

operations by providing mechanisms for recovery of certain coste 

associated with, among other things, fuel and purchased power for 

ESP load customers, 

• If negative marî et conditions should persist over time and 

estimated cash flows over the lives of Duke Energy's individual 

assete, including goodwill, do not exceed the carrying value of tiiose 

individual assets, asset impairmente may occur in the future under 

existing accounting mles and diminish resulte of operations. A change 

in management's intent about the use of individual assete (held for 

use versus held for sale) could also result in Impairmente or losses. 

Duke Energy's 2011 goals can also be substantially at risk due 

to the regulation of ite businesses. Duke Energy's businesses In the 

U.S. are subject to regulation on the federal and state level. 

Regulations, applicable to the electric power industty, have a 

significant impact on the nature of the businesses and the manner in 

which they operate. As noted above, Duke Energy plans to file 

various rate cases during 2011 and 2012. In addition, DukeEnergy 

Indiana fiie a motion with the IURC proposing an updated procedural 

schedule to address various pending matters related to the 

Edwardsport IGCC. The outcome of any one or combination ofthese 

proceedings could have a significant impact on Duke Energy's 

eamings. New legislation and changes to regulations are ongoing, 

including anticipated carbon legislation, and Duke Energy cannot 

predict the future course of changes in the regulatoty or politicai 

environment or the ultimate effect that any such future changes will 

have on ite business. 

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. 
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Additionally, 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, fluctuations in 

currency rates, political conditions and policies of foreign 

governmente. Changes in these factors are difficult to predict and may 

irnpact Duke Energy's future results. 

Duke Energy also relies on access to botii shori:-term money 

markete and longer-term capital markets as a source of liquidity for 

capital requlremente not met by cash flow from operations. An 

inability to access capital at competitive rates or at all could adversely 

afî ect Duke Energy's ability to implement ite strategy. Market 

disruptions or a downgrade of Duke Energy's credit rating may 

increase ite cost of borrowing or adversely affect its ability to access 

one or more sources of liquidity, For further information related to 

management's assessment of Duke Energy's risk factors, see 

Item IA, "Risk Factors." 

RESULTS OF OPERATIONS 

(in millions) 

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

Years ended December 31, 

2010 2009 

Variance Variance 
2010 vs, 2009 vs, 

2009 2008 2008 

$14,272 
11,964 

153 

$12,731 
10,518 

35 

$1,541 
1,446 

117 

$13,207 
10,755 

59 

$(476) 
(247) 
(33) 

Operating Income 
Other income and expenses, net 
jriterest expense 

Iricome from continuing operations before income taxes 
jricome tax expense froin continuing operations 

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

income before extraordinary items 
Extraordinary items, net of tax 

Net income 

Less: Net (loss) income attributable to noncontrolling interests 

Net income attributable to Duke Energy Corporation 

2,461 
589 
840 

2,210 
890 

1,320 
3 

1,323 

1,323 
3 

S 1,320 

2,249 
333 
751 

1,831 
758 

1,073 
12 

1,085 

1,085 
10 

$ 1,075 

212 
256 
89 

379 
132 

247 
(9) 

238 

238 
(7) 

$ 245 

2,511 
121 
741 

1,891 
616 

1,275 
16 

1,291 
67 

1,358 
(4) 

$ 1,362 

(262) 
212 

10 

(50) 
142 

(202) 
(4) 

(206) 
(67) 

(273) 
14 

$(287) 

consolidated Operating Revenues 

Year Ended December 31, 2010 as Compared to 

DecemberSl, 2009. Consolidated operating revenues for 2010 

increased $1,541 million compared to 2009, This change was 

primarily driven by tiie following: 

•A $1,164 million increase at USFE&G, See Operating 

Revenue discussion within "Segment Resulte" for USFE&G 

below for further information; 

• A S334 million increase at Commercial Power, See Operating 

Revenue discussion within "Segment Resulte" for Commercial 

Power below for further information; and 

• A $45 million increase at international Energy. See Operating 

Revenue discussion within "Segment Resulte" for International 

Energy below for further information. 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. Consolidated operating revenues for 2009 

decreased $476 million compared to 2008, This change was 

primarily driven by the following: 

• A $726 million decrease at USFE&G. See Operating Revenue 

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

further information: and 

• A $27 million decrease at International Energy. See Operating 

Revenue discussion witiiln "Segment Resulte" for Intemational 

Energy below for further information. 

Partially offsetting these increases was: 

• A $288 million increase at Commercial Powen See Operating 

Revenue discussion within "Segment Resulte" for Commercial 

Power below for further information. 

Consolidated Operating Expenses 

Year Ended December 31, 201Qas Compared to 

December 31, 2009. Consolidated operating expenses for 2010 

increased $1,446 million compared to 2009, This change was 

driven primarily by thefollowing: 

• A $624 million increase at USFE&G, See Operating Expense 

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

further information; 

• A S576 million increase at Commercial Power. See Operating 

Expense discussion within "Segment Resulte" for Commercial 

Power below for further information; and 

• A $267 million increase at Other, See Operating Expense 

discussion within "Segment Results" for Other below for 

further information. 
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Partially offseti:ing these increases was: 

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

Expense discussion within "Segment Results" for Intemational 

Energy below for furt:her information. 

Year Ended December 31, 2009 as Compared to 

DecemberSl, 2008. Consolidated operating expenses for 2009 

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

primarily by the following: 

• A $526 million decrease at USFE&G. See Operating Expense 

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

further Information; 

•A $65 million decrease at Intemational Energy, See Operating 

Expense discussion within "S^ment Resulte" for International 

Energy below for furi:her information; and 

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

discussion within "Segment Results" for Other below for 

further information. 

Partially ofisetting these decreases was: 

• A $489 miliion increase at Commercial Power, which 

Includes $413 million of impairment charges In 2009 

primarily related to a goodwill impairment charge associated 

with the non-regulated generation operations in the Midwest. 

See Operating Expense discussion within "Segment Resulte" 

for Commercial Power below for furiiher 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 $153 million, $36 million and $69 million in 2010, 2009 

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

$139 milllongainfrom thesaleof a 50% ownership interest in 

DukeNet in the fourth quarterof 2010. The gains for 2009 and 

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

and Commercial Power. 

Consolidated Operating Income 

Year Ended December 31, 2010 as Compared to 

December 31, 2003. For 2010, consolidated operating income 

increased $212 million compared to 2009. Drivers to operating 

income are discussed above. 

Year Ended December 31, 2009 as Compared to 

December 31, 2008. For 2009, consolidated operating income 

decreased $252 million compared to 2008. Drivers to operating 

income are discussed above. 

Consolidated Ottier Income and Expenses, net 

Year Ended December 31, 2010 as Compared to 

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

expenses increased $256 million compared to 2009. This increase 

was primarily due to the $109 milliongainon thesaleof Duke 

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

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

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

spending for ongoing construction projecte, increased equity earnings 

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

National Methanol Company (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 Enetgy had issued on behalf of tiie Crescent JV 

(Crescent). 

Year Ended December 31, 2009 as Compared to 

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

expenses increased $212 million compared to 2008. This increase 

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

million due mostly to impairment charges recorded by Crescent in 

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

million, partially offset by decreased equity earnings from 

Intemational Energy of $55 million primarily related to lower 

conti'Ibutions from ite investment in National Methanol Company 

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

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

benefit obligations within the captive Insurance investment portfolio 

Increased $45 million asa resultof gains in 2009 compared to 

losses in 2008. Additionally, foreign exchange impacte resulted in an 

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

Partially offseti:ing these increases was decreased interest income of 

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

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

performance guarantees Duke Energy had issued on behalfof 

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

down the carrying value of International Energy's investment in Ati:iki 

to its fair value. 

Consolidated Interest Expense 

Year Ended December 31, 2010 as Compared to 

DecemberSl. 2009. Consolidated interest expense increased 

$89 million in 2010 as compared to 2009, This Increase is primarily 

atiiributable 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. 

Year Ended December 31, 2009 as Compared to 

DecemberSl. 2008. Consolidated interest expense increased 

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

attributable to higher debt balances, partially offset by lower average 

interest rates on floating rate debt and commercial paper balances. 

Consolidated Income Tax Expense from Continuing Operations 

Year Ended December 31, 2010 as Compared to 

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

from continuing operations increased $132 million compared to 

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

tax rate for the year ended DecemberSl, 2010 was 40% compared 

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

rates for both 2010 and 2009 reflect the effect of goodwill 

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

Consolidated Income from Discontinued Operations, net of tax 

Consolidated income from discontinued operations was income 

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

2008, respectively. The 2008 amount is primarily comprised of 

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

generating station located near Brownsville, Tennessee to Tennessee 

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

Extraordinary Item, net of tax 

The reapplication of regulatory accounting treatment to certain of 

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

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

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

associated with open forward native load economic hedge contracte 

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

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

Segment Results 

Management evaluates segment performance based on 

eamings before interest and taxes fram continuing operations 

(excluding certain allocated corporate governance coste), after 

deducting amounte attributable to noncontrolling interests 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 ofthe amounte attributable to noncontrolling intereste related to 

those profite. Cash, cash equivalente and short-term investmente are 

managed centrally by Duke Energy, so interest and dividend income 

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

foreign currency denominated balances, are excluded from the 

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

indicator of each segment's operating performance from its continuing 

operations, as it represente the resulte of Duke Energy's ownership 

interest in operations without regard to financing methods or capital 

stmctures. 

See Note 2 to the Consolidated Financial Statemente, "Business 

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

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

EBIT by Business Segment 

Years Ended DecemberSl, 

Variance Variance 
2010 vs. 2009 vs. 

(in millions) 

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

Total reportable segment EBIT 
Other 

2010 

$2,966 
(229) 
486 

3,223 
(255) 

2009 

$2,321 
27 

365 

2,713 
(251) 

2009 

$645 
(256) 
121 

510 
(4) 

2008 

$2,398 
264 
411 

3,073 
(568) 

2008 

$ (77) 
(237) 
(46) 

(350) 
317 

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

2,968 
(840) 

64 
18 

2,462 
(751) 
102 
18 

506 
(89) 
(38) 
— 

2,505 
(741) 
117 
10 

(43) 
10 

(15) 
8 

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

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

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

does not include the nonconU-olling intisrest component related to interest and taxes of the joint ventures. 

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

Statements, 

U.S. Franchised Electric and Gas 

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

Kentucky and cerfain regulated operations of Duke Energy Ohio. 

Years Ended DecemberSl, 

In millions, except where noted) 2010 

Variance 
2010 vs, 

2009 2009 2008 

Variance 
2009 vs, 

2008 

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

Operating income 
Other income and expenses, net 

EBIT 

Duke Ene;^ Carolinas' GV/h sales'̂ ' 
Duke Energy Midwest's GWh sales'*J(w 
Net proportional MW capacity in operationf̂ i 

$10,597 
7,887 

5 

2,715 
251 

$ 2,966 

85,441 
60,418 
26,869 

$ 9,433 
7,263 

20 

2,190 
131 

$ 2,321 

79,830 
56,753 
25,957 

$1,164 
624 
(15) 

525 
120 

$ 645 

5,611 
3,665 

(88) 

$10,159 
7,889 

6 

2,276 
122 

S 2,398 

85,476 
62,523 
27,438 

$ (726) 
(626) 

14 

(86) 
9 

$ (77) 

(5,645) 
(5,770) 

(481) 

la) Gigawatt-hours (GWh], 
(D) Duke Energy Ohio (Ohio transmission and distrltxjtion only), Duke Energy Indiana and Duke Energy Kentucky collectively referred to as DukeEnergy Midwest within this USFE&G 

segment discussion, 
(c) Megawatt (MW), 
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The following table shows the percent changes in GWh sales 

and average number of customers for Duke Energy Carolinas. The 

below percentages represent billed sales only for the periods 

presented and are not weather normalized. 

Increase (decrease) over 

Residential sales'̂ ^ 
General service sales'^' 
Industrial sales'^' 
Wholesale power sales 
Total Duke Energy Caroli 

prior year 

nas'sales'*^* 
Average number of customers 

2010 

10.2% 
3.7% 
7.4% 

12.2% 
7.0% 
0.5% 

2009 

(0.2)% 
(1.1)% 

(15.2)% 
(31,6)% 

(6,6)% 
0,5% 

2008 

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

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

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

The following table shows the percent changes in GV^h sales 

and average number of customers for Duke Energy Midwest. The 

below percentages represent billed sales only for the periods 

presented and are not weather normalized. 

Increase (decrease) over prior year 

Residential sales'^i 
General service sales^ '̂ 
Industrial sales'̂ * 
Wholesale power sales 
Total Duke Energy Midwest's sales*' 
Average number of customers 

2010 

8.2% 
2.7% 

10.4% 
2.1% 
6.5% 
0.4% 

2009 

(4,3)% 
(3,5)% 

(15,0)% 
(20.8)% 

(9.2)% 
(0.3)% 

2008 

(3.0)% 
(1-2)% 
(6,5)% 
1,5% 

(3.2)% 
0.3% 

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

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

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

2009 

Operating Revenues. 

The increase was driven primarily by: 

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

primarily due to new retail base rates Implemented in North 

Carolina and South Carolina in the first quarter of 2010 

resulting from the 2009 rate cases, an Ohio electric 

distribution rate increase in July 2009, and a Kentucky gas 

rate increase in Januaty 2010; 

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

favorable weather conditions in 2010 compared to 2009. Eor 

the Carolinas and Midwest, weather statistics for both heating 

degree days and cooling degree days in 2010 were favorable 

compared to 2009, The year 2010 had the most cooling 

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

area (dating back to 1961); 

•A $282 million increase in fuel revenues (includingemission 

allowances) driven primarily by increased demand from 

electric retail customers resulting from favorable weather 

conditions, and higher fuel rates for electric retail customers in 

North Carolina, partially offset by lower fuel rates for electhc 

retail customers In the Midwest and South Carolina, and lower 

natural gas fuel rates in Ohio and Kentucky. Fuel revenues 

represent sales to retail and wholesale customers; 

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

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

increased sales volumes due to weather conditions in 2010 

and the addition of new customers served under long-term 

contracts; and 

• A $40 million Increase In weather adjusted sales volumes to 

electric retail customers reflecting increased demand, primarily 

in the industrial sector, and slight growth in the number of 

residential and general service electric customers in the 

USFE&G service territory. The number of electric residential 

customers in 2010 has increased by approximately 10,000 in 

the Carolinas and by approximately 7,000 in the Midwest 

compared to 2009, 

Operating Expenses. 

The increase was driven primarily by: 

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

power and natural gas purchases for resale) primarily due to 

higher volume of coal and gas used in electric generation 

resulting from favorable weather conditions, and higher coal 

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

retail customers; 

• A $162 million increase in operating and maintenance 

expenses primarily due to costs related to the implementation 

of the save-a-wati: program, higher customer service 

operations costs, higher benefit costs, higher nuclear, power 

and gas delivery maintenance costs, higher outage costs at 

fossilgenerationstations, and the disallowance in 2010 of a 

portion of previously deferred costs in Ohio related to the 2008 

Hurricane Ike wind storm, partially offset by overall lower 

storm costs, including the establishment of a regulatory asset 

to defer previously recognized costs related to an ice storm In 

Indiana In eariy 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 Statements," R^ulatory Matters," 

for additional information. 

Gains on Sales of OUier Assets and Other, net. 

The decrease Is attributable primarily to lower net gains on sales 

of emission allowances In 2010 compared to 2009, 

Qther Income and Expenses, net 

The increase resulted primarily from a higher equity component 

of AFUDC from additional capital spending for increased constmction 

expenditures related to new generation and higher deferred retums. 

EBIT. 

As discussed 5bo\ie, the increase resulted primarily from overall 

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

higher weather adjusted sales volumes. These positive impacts were 

partially offset by higher operating and maintenance expenses, 

increased depreciation and amortization, and the disallowance 

charge related to the Edwardsport IGCC plant that Is currently under 

construction. 

Matters Impacting Future U.S. Franchised Electric and Gas 

Results 

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

generation fieet modemization projects. See Note 4 to the 

Consolidated Financial Statements, "Regulatotv Matters," for a 

discussion of the significant increase in the estimated cost of the 618 

MW integrated gasification combined cycle (IGCC) plant at Duke 

Energy Indiana's Edwardsport Generating Station, 

Duke Energy Carolinas plans to file rate cases in North Carolina 

and South Carolina during 2011 and 2012. Duke Energy Indiana 

plans to tile a rate case in 2012, Duke Energy Ohio is evaluating the 

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

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

in 2011, These planned rates cases are needed to recover 

investments in Duke Energy's ongoing infrastructure modernization 

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

impacted if any ofthese rate cases are denied or delayed by the 

various state regulatory commissions, 

USFE&G evaluates the carrying amount of its recorded goodwill 

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

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

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

its carrying value. For further Information on key assumptions that 

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

Accounting Policy for Goodwill Impairment Assessments", As of the 

August 31 impairment analysis, the fair value of tiie Ohio 

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

carrying value at Duke Energy, therefore no goodwill impairment 

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

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

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

Management is continuing to monitor the impact of recent market 

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

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

Should any such triggering events or circumstances occur in 2011 

that would more likely than not reducethe fairvalue ofthe Ohio T&D 

reporting unit below its carrying value, management would again 

perform an interim impairmenttest ofthe Ohio T&D goodwill and it is 

possible that a goodwill impairment charge could be recorded as a 

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

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

additional declines In load volume forecasts, changes in the weighted 

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

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

Investments in SmartGrid technology, and the success of future rate 

case filings. 

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

2003 

Operating Revenues. 

The decrease was driven primarily by: 

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

allowances) driven primarily by decreased demand from retail 

and near-term wholesale customers and lower natural gas fuel 

rates primarily in Ohio and Kentucky, partially oflset by higher 

fuel rates for electric retail customers. Fuel revenues represent 

sales to both retail and wholesale customers; 

•A $117 million decrease due to lower weather noimalized 

sales volumes to retail customers largely reflecting the overall 

declining economic conditions in 2009, which primarily 

impacted the industrial sector; 

" A $63 million decrease In GWh and thousand cubic feet (Mcf) 

sales to retail customers due to overall milder weather 

conditions in 2009 compared to 2008, Weather statistics for 

heating degree days in 2009 were unfavorable in the Midwest 

but favorable in the Carolinas compared to 2008, Weather 

statistics for cooling degree days in 2009 were unfavorable in 

botii the Midwest and Carolinas compared to 2008; and 

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

of sharing, primarily due to decreased sales volumes and 

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

conditions, partially offset by higher prices and Increased sales 

volumes to customers served under certain long-term 

contracts. 

Partially offeetting these decreases was: 

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

primarily due to increases in recoveries of Duke Energy 

Indiana's environmental compliance costs and the IGCC rider, 

partially offset by the expiration of the one-time increment rider 

related to merger savings that was included in North Carolina 

retail rates in 2008. 

Operating Expenses. 

The decrease was driven primarily by: 

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

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

lower volume of coa! used in electi'ic generation, lower prices 

and volumes for natural gas purchased for resale and used in 

electric generation and reduced purchased power, partially 

offeet by higher coal prices; 

•A $71 million decrease in operating and maintenance 

expenses primarily due to lower scheduled outage and 

maintenance costs at nuclear and fossil generating stations, 

lower power and gas delivery maintenance and decreased 

capacity costs due to the expiration of cerisin drought 

mitigation contracts in 2008, partially offset by higher benefits 

costs; and 
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• A $ 3 6 million decrease in depreciation and amortization due 

primarily to lower depreciation rates In the Carolinas, partially 

ofl'set by increases in depreciation due primarily to additional 

capital spending. 

Partially offsetting these decreases was: 

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

primarily to normal increases. 

Gairjs on Sales of Other Assets and Other, n e t 

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

oxide (NO,) emission allowances in 2009 . 

Other Income and Expenses, net. 

The increase Is due primarily to a higher equity component of 

AFUDC earned from additional capita! spending for ongoing 

construction projects, partially offset by a favorable 2008 IURC 

ruling. 

EBIT. 

The decrease resulted primarily from lower weather adjusted 

sales volumes, milder weather, lower wholesale power revenues, 

higher benefits costs and higher property and other taxes. These 

negative impacts were partially offset by decreased operation and 

maintenance costs as a result of lower outage and maintenance 

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

rates and rate riders. 

Commercial Power 

Years Ended DecemberSl, 

(in millions, except where noted) 

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

Operating income 
Other income and expenses, net 

2010 2009 

Variance 
2010 vs. 

2009 

Variance 
2009 vs, 

2008 2008 

2,448 $ 2,114 
2,710 2,134 

6 12 

334 
576 

(5) 

S 1,826 
1,645 

59 

$ 288 
489 
(47) 

(255) 
35 

a 

(8) 
35 

— • 

(248) 
— 

8 

240 
24 

__ 

(248) 
11 

— Expense attributaole to noncontrolling interests 

EBIT 

Actual plant production, GWh 

Net proportional megawatt capacity in operation 

a 
$ (229) 

28,754 
8,272 

— • 

$ 27 

26,952 
8,005 

a 
$ (256) 

1,792 
267 

— 
$ 264 

20,199 
7,541 

— 
$ (237) 

6,763 
354 

YearEnded 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 

earned from participation in wholesale auctions; 

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

capacity revenues due to additional megawafls participating in 

the auction and higher cleared auction pricing in 2010 

compared to 2009 ; 

• A $ 5 1 million increase in renewable generation revenues due 

to additional wind generation facilities placed in service in 

2010 and a full year of operations for wind generation 

facilities placed in setx'ice throughout 2009 ; and 

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

non-qualitying power and capacity hedge contracts, consisting 

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

losses of S2 million in 2009. 

Partially offsetting these increases was: 

• A $67 million decrease in retail electric revenues resulting 

from lower sales volumes driven by increased customer 

switching levels net of weather and higher retail pricing under 

the ESP in 2010 . 

Operating Expenses. 

The increase was primarily driven by: 

• A $259 million increase in impairment charges consisting of 

$672 million in 2010 compared to $ 4 1 3 million in 2 0 0 9 

related primarily to goodwill and generation assets associated 

with non-regulated generation operations in the Midwest. See 

Note 12 to the Consol idated Financial Statements, "Goodwill, 

Intangible Assets and Impairments," fer 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 asscciated with wind projects placed in seivice and 

the continued development of the renewable business in 

2010 ; and 
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• A $70 million increase in operating expenses resulting from 

the amortization of certain deferred piant maintenance 

expenses and higher transmission costs in 2010 compared to 

2009 net of lower administrative expenses; 

Partially offsetting these increases was: 

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

non-qualifying fuel hedge contracts, consisting of 

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

losses of $58 million in 2009; and 

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

expenses due to lower generation volumes net of higher 

purchased power volumes in 2010 as compared to 2009. 

Gains on Sales of Other Assets and Other, net. 

The decrease In 2010 as compared to 2009 is attributable to 

lower gains on sales of emission allowances in 2010, 

EBIT. 

The decrease is primarily attributable to hi^er impairment 

charges in 2010 associated with goodwill and generation assets of 

the non-regulated generation operations in the Midwest, higher 

operating expenses resulting from the amortization of certain deferred 

plant maintenance expenses and higher transmission costs, and 

lower 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 contracts in 2010 compared to 

losses in 2009. 

Matters Impacting Future Commercial Power Results 

Commercial Power's current strategy is focused on maintaining 

its competitive position in Ohio, maximizing the returns and cash 

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

renewable energy portfolio. Results for Commercial Power are 

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

prices and weather, as well as dependent upon completion of 

renewable energy construction projects and tax credits on renewable 

energy production. 

Continuing low commodity prices have put downward pressure 

on power prices. The available capacity and lower prices have 

provided opportijnities for customers in Ohio to switch generation 

suppliers. Competitive power suppliers are able to supply power to 

current (;;ommercial Power customers in Ohio and Commercial Power 

experienced an increase in customer switching beginning in the 

second quarter of 2009 which continued into 2010. As of 

DecemberSl, 2010, customer switching levels approximated 65% 

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

customer switching could have a significant impact on Commercial 

Power's results. 

Commercial Power operates in Ohio under an ESP that expires 

on December31, 2011, On November 15, 2010, DukeEnergy 

Ohio fiied for approval of its next Standard Service Offer to replace the 

existing ESP, The tiling seeks approval of an MRO through which 

generation supply is procured through a competitive solicitation 

format, which could have a significant impact on Commercial 

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

MRO filing, as a result of the current Ohio regulatory environment. 

Commercial Power's earnings after the expiration of the current ESP 

could be lower than current earnings as the pricing under any 

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

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

that existed in 2008 when the current ESP was established. 

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

2008 

Operating Revenues. 

The Increase was primarily driven by: 

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

higher retail pricing principally related to Implementation of the 

ESP In 2009 and the timing of fuel and purchased power 

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

the economy and increased customer switching levels; 

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

non-qualitying power and capacity hedge contracts, consisting 

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

losses of $72 million in 2008; 

•A $68 million increase in revenues due to higher generation 

volumes and increased PJM capacity revenues from the 

Midwest gas-tired assets in 2009 compared to 2008; 

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

higher generation volumes and hedge realization in 2009 

compared to 2008 and margin earned from participation in 

wholesale auctions in 2009; and 

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

commencement of operations of wind facilities in the third 

quarter of 2008 and additional wind generation facilities 

placed in service in 2009. 

Operating Expenses. 

The increase was primarily driven by: 

•A $413 million Impairment charge primarily related to 

goodwill associated witii non-regulated generation operations 

in the Midwest; 

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

losses on non-qualifying fuel hedge contracts, consisting of 

mark-to-mari<et losses of $58 million in 2009 compared to 

losses of $3 million in 2008; 

• A $44 million increase in depreciation and administrative 

expenses associated with wind projects placed in service in 

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

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

depreciation expense on environmental projecte placed in 

service in the second half of 2008 and higher plant 

maintenance expenses resulting from increased plant outages 

in 2009 compared to 2008; 

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

due to higher purchased power expenses and higher long-term 

contract prices and lower realized gains on fliel hedges in 

2009 compared to 2008; and 

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

Midwest gas-fired assets primarily due to higher generation 

volumes in 2009 compared to 2008, partially offset by bad 

debt resen/es recorded in 2008 associated with the Lehman 

Brothers bankruptcy. 

Partially offeetting these increases was: 

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

invalidation of the Clean Air Interstate Rule (CAIR) in July 

2008, 

Other Income and Expenses, net. 

The increase in 2009 compared to 2008 is attributable to 

higher equity eamings of unconsolidated affiliates in 2009 primarily 

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

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

leading wind power company, was acquired in September 2008. 

Partially offsetting this increase was a 2009 impairment charge to the 

carrying value of an equity method investment. 

EBIT 

The decrease is primarily attributable to higher impairment 

charges in 2009 primarily due to a goodwill impairment charge, 

partially offset by a 2008 impairment charge related to emission 

allowance, increased plant maintenance expenses and fewer gains 

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

higher retail revenue pricing as a result of implementation of the ESP, 

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

generation volumes and PJM capacity revenues. 

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

The decrease in 2009 compared to 2008 is attributable to 

lower gains on sales of emission allowances. 

Internatimial Energy 

Years Ended December 31, 

(in millions, except where noted) 2010 2009 

Variance 
2010 vs. 

2009 2008 

Variance 
2009 vs. 

2008 

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

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

EBIT 

Sales, GWh 

Net proportional megawatt capacity in operation 

$ 1,204 
806 

(3) 

395 
110 

19 

$ 486 

19,504 
4,203 

$ 1,158 
834 

324 
63 
22 

$ 365 

19,978 
4,053 

$ 46 
(28) 

(3) 

71 
47 
(3) 

$121 

(474) 
150 

$ 1,185 
899 

1 

287 
146 
22 

$ 411 

18,066 
4,018 

$ (27) 
(65) 

(1) 

37 
(83) 

$ (46) 

1,912 
35 

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

Operating Revenues. 

The increase was driven primarily by: 

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

rates, higher average contract prices, and favorable hydrology. 

Partially offsetting this increase was: 

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

dispatch as a result of unfavorable hydrology, partially offset by 

higher average prices. 

Operating Expenses. 

The decrease was driven primarily by: 

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

consumption as a result of lower dispatch; and 

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

lower legal, development, and labor costs, 

Partially offsetting these decreases was; 

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

royalty costs. 
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Other Income and Expenses, net. 

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

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

million increase in equity eamings from NMC due to higher average 

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

by higher butane costs. 

EBIT 

The increase in EBIT was primarily due to favorable results in 

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

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

higher equity eamings from NMC, and lower general and 

administrative costs, partially offset by lower results in Central 

America. 

Year Ended December 31,2009 as Compared to December 3 1 , 

2008 

Operating Revenues. 

The decrease was driven primarily by; 

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

hydrocarbon and spot prices; and 

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

average sales prices and lov/er dispatch in El Salvador, 

partially offeet by favorable hydrology in Guatemala as a result 

of drier weather. 

Partially offsetting these decreases was: 

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

resultof drier weather. 

Operating Expenses. 

The decrease was driven primarily by: 

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

power costs, thermal generation and hydrocarbon royalty 

costs; and 

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

costs. 

Partially offsetting these decreases was; 

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

consumption and the reversal of a bad debt allowance as a 

result of collection of an arbittation award in the prior year; 

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

adjusttnents, partially offset by favorable exchange rates; and 

• An $8 million increase in general and administrative expenses 

due to reorganization costs and higher legal coste. 

Other Income and Expenses, net. 

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

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

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

impairmentof the investment in Attiki and $14 million of decreased 

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

prior year hedge income due to hedge contract terminations, 

EBFT. 

The decrease in EBIT was primarily due to lower equity earnings 

at NMC and Attiki, an Impairment of the investment in Attiki and 

unfavorable exchange rates and transmission adjustmente in Brazil, 

partially offset by favorable hydrology in Brazil and Central America 

and lower operating expenses in Peru. 

Other 

Years Ended December 31, 

Variance 
2010 vs. 

Variance 
2009 vs. 

(in millions) 

Operating revenues 
Operating e>^nses 
Gains on sales of other assets and other, net 

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

EBIT 

2010 

S U S 
656 
145 

(393) 
129 

(9) 

$(255) 

2009 

$ 128 
3S9 

4 

(257) 
2 

(4) 

$(251) 

2009 

$ (10) 
257 
141 

(136) 
127 

(5) 

$ (4) 

2008 

$ 134 
429 

3 

(292) 
(288) 
(12) 

${568) 

2008 

$ (6) 
(40) 

1 

35 
290 

(8) 

$317 
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Year Ended DecemberSl, 2010 as Compared to DecemberSl, 
2009 

Operating Expenses. 

The increase was driven primarily by $172 million of employee 

severance coste related to the 2010 voluntaiy severance plan and the 

consolidation of certain corporate office functions from the Midwest to 

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

Energy Foundation, which is a nonprofit organization funded by Duke 

Energy shareholders that makes charitable contributions to selected 

nonprofite and government subdivisions and a litigation resetve, 

Ga;r7s on sales of other assets and other, net. 

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

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 Energy had issued on behalf cf Crescent, 

EBIT 

As discussed above, the decrease was due primarily to 

employee severance costs, donations to the Duke Energy Foundation 

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

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

Energy's ownership interest in Q-Comm. 

Energy forf̂ eited its entire 50% ownership interest to Crescent debt 

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

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

reorganized and emerged from bankruptcy with creditors owning all 

Crescent interest, there remains uncertainty as to the tax treatinent 

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

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

ite inability to fully utilize tax losses associated with ite partnership 

interest in Crescent and the resolution of issues associated witii 

Crescent's emergence from bankruptcy. 

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

Operating Income. 

The increase was primarily due to favorable results at Duke 

Energy Trading and Marketing (DETM) and Bison Insurance 

Company Limited (Bison) and lower corporate coste, partially offeet 

by higher deferred compensation expense due to improved market 

periormance. 

Other Income and Expenses, net. 

The increase was due primarily to impairment charges recorded 

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

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

favorable returns on investmente that support benefit obligations. 

Partially offsetting these favorable variances was a 2009 charge 

related to certain perî ormance guarantees Duke Energy had issued on 

behalf of Crescent, 

Matters Impacting Future Other Results 

Duke Energy previously held an effective 50% interest in 

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

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

2010, Crescent restructured and emerged from bankruptcy and Duke 

EBIT 

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

favorable resulte at Bison and DETM and lower corporate coste, 

partially offset by a 2009 charge related to certain performance 

guarantees Duke Energy had Issued on behalf of Crescent 
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DUKE ENERGY CAROUNAS 

INTRODUCTION BASIS OF PRESENTATION 

Managements Discussion and Analysis should be read In 

conjunction with the accompanying Consolidaled Financial 

Statements and Notes for the years ended DecemberSl, 2010, 

2009 and 2008. 

The results of operations and variance discussion for Duke 

Energy Carolinas is presented in a reduced disclosure format In 

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

RESULTS OF OPERATIONS 

Resulte of Operations and Variances 

Summary of Results 

(in millions) 

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

Operating income 
Other income and expenses, net 
Interest expense 

income before income taxes 
Income tax expense 

Net income 

Years Ended DecemberSl, 

2010 

$6,424 
4,986 

7 

1,445 
212 
362 

1,295 
457 

$ 838 

2009 

$5,495 
4,232 

24 

1,287 
122 
330 

1,079 
377 

$ 702 

Increase 
(Decrease) 

$929 
754 
(17) 

158 
90 
32 

216 
80 

$136 

Net Income 

The $136 mlllicin Increase in Duke Energ/ Carolinas' net 

income for the year ended DecemberSl, 2010 compared to 

December 3 1 , 2009 was primarily due to the following factors.-

Operating Revenues. 

The increase was driven primarily by: 

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

primarily due to new retail base rates implemented in North 

'Carolina and South Carolina in the first quarter of 2010 

resulting from the 2009 rate cases and riders for the 

save-a-watt program; 

•A $317 million increase in fuel revenues driven primarily by 

increased GWh sales to retail customers, resulting from 

favorable weather conditions, and higher average fuel rates in 

North Carolina, partially offset by lower fuel rates in South 

Carolina. Fuel revenues represent sales to retail and wholesale 

customers; 

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

to favorable weattier. Weatiier statistics for both heating degree 

days and cooling degree days in 2010 were favorable 

compared to 2009. Cooling degree days for 2010 were 

approximately 33% above normal compared to about normal 

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

normal compared to 6,5% above normal in 2009; and 

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

sharing, primarily due to the addition of long-term contracte, 

increased sales volumes resulting from extreme weather 

conditions in 2010, and increased capacity charges. 

Operating Expenses. 

The increase was driven primarily by; 

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

power) primarily due to increased retail demand resulting from 

favorable weather conditions; 

• A $297 million increase in operating and maintenance 

expenses primarily due to increased employee severance coste 

associated with the 2010 voluntary severance plan, costs 

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

2010 litigation resen/e, higher nuclear non-outage 

maintenance coste, increased corporate costs, increased 

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

and 

• A $95 million increase in depreciation and amortization 

expense primarily due to Increased production plant base and 

amortization of certain regulatory assete. 

Gains on sales of Other Assets and Other, net. 

The decrease is attributable primarily to lower net gains on sales 

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

The increase is primarily due to a higher equity component of 

AFUDC from additional capital spending for ongoing construction 

projecte, higher deferred retums, and interest income recorded in 

2010 following the resolution of certain income tax matters related to 

prior years. 

Interest Expense. 

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

certain other regulatory liabilities, partially offset by a hi^er debt 

component of AFUDC due to additional capital spending for ongoing 

construction projecte. 

Income Tax Expense. 

The increase in income tax expense for 2010 compared to 

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

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

34.9% for 2009. 

Matters Impacting Future Results 

Duke Energy Carolinas plans to file rate cases in North Caroiina 

and South Carolina during 2011 and 2012. These planned rates 

cases are needed to recover investmente in Duke Energy Carolinas' 

ongoing infrastructure modernization projects and operating coste. 

Duke Energy Carolinas' earnings could be adversely impacted if these 

rate cases are denied or delayed by either of the state regulatory 

commissions. 

DUKEENERGYOHIO 

INTRODUCTION 

Management's Discussion and Analysis should be read in 

conjunction with the accompanying Consolidated Financial 

Statements and Notes for the yeai^ ended DecemberSl, 2010, 

2009 and 2008. 

BASIS OF PRESENTATION 

The resulte 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 

Resulte of Operations and Variances 

Summary of Results 

(in millions) 

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

Operating loss 
Other income and expenses, net 
Interest expense 

Loss before income taxes 
Income tax expense 

Net loss 

Years Ended DecemberSl, 

2010 

$3,329 
3,557 

3 

(225) 
25 

109 

(309) 
132 

$ (441) 

20O9 

$3,388 
3,534 

12 

(134) 
11 

117 

(240) 
186 

$ (426) 

Increase 
(Decrease) 

$(59) 
23 
(9) 

(91) 
14 
(8) 

(69) 
(54) 

$(15) 

Net Loss 

The $15 million increase in Duke Energy Ohio's net loss was 
primarily due to the following factors; 

Operating Revenues. 

The decrease was due primarily to: 

•A $495 million decrease in retail electric revenues resulting 

largely from lower sales volumes driven by increased customer 

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

2010; and 

• A $70 million decrease in regulated fuel revenues driven 

primarily by lower natural gas coste and reduced sales volumes; 

Partially off^etiiing these decreases were; 

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

higher generation volumes and pricing net of lower margin 

earned from participation in wholesale auctions; 

• A $72 million increase related to more favorable weather 

conditions in 2010 compared to 2009; 

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

additional MWs participating in the auction and higher cleared 

auction pricing in 2010 compared to 2009; 
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• A $36 million increase In net mark-to-mari<et revenues on 

non-qualitying power and capacity hedge contracts, consisting 

of mart<-to-market gains of $30 million in 2010 compared to 

losses of $6 million in 2009; 

• A $28 millian increase due to implementation of new 

disttibution electric rates in Ohio; 

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

recovery riders for Accelerated Main Replacement (AMRP) 

coste and uncollec;tible accounte expense; and 

• A $13 million increase due to implementation of new gas 
rates in Kentucky. 

Operating Expenses. 

The increase was due primarily to; 

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

higher generation volumes and less favorable hedge 

realizations in 2010 as compared to 2009; 

• A $68 million increase in impairment charges consisting of 

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

related to goodwill and to generation assete associated with 

the Midwest non-regulated generation operations. See Note 

12 to ttie Consolidated Financial Statemente, "Goodwill, 

Intangible Assete and Impairmente," for additional information; 

•A $62 million increase in operating expenses resulting from 

the amortization of certain deferred plant maintenance 

expenses, the partial disallowance of previously deferred 2(X)8 

Hurricane Ike storm coste, and the 2009 deferral of 

environmental amounte in Ohio that had been charged to 

expense In prior periods, net of lower administrative expenses; 

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

the 2010 voluntary severance plan and tiie consolidation of 

certain corporate office functions from the Midwest to 

Charlotte, North Carolina; and 

• A $17 million increase in depreciation and amortization coste 

related to increased software and regulatory asset amortization. 

Partially ofisetting these increases were: 

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

expenses due to lower retail load due to customer switching in 

2010 compared to 2009; 

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

non-qualitying fuel hedge contracte, consisting of 

mari<-to-market gains of $26 million in 2010 comipared to 

losses of $58 million In 2009; and 

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

to lower natural gas coste and reduced sales volumes: 

Gains on Sales of Other Assets and Other, net 

The decrease in 2010 as compared to 2009 is attributable to 

lower gains on sales of emission allowances in 2010. 

Other Income and Expenses, net 

The increase in 2010 compared to 2009 is primarily 

attributable to interest income recorded for a favorable tax adjustment 

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

income tax positions and a 2009 adjustment to reduce AFUDC 

related to certain projecte placed in service prior to 2009. 

Interest Expense. 

The decrease was primarily due to a 2009 adjustment to 

reduce capitalized interest related to certain projecte placed in service 

prior to 2009 and reduced interest expense accmed for uncertain 

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

balances In 2010 compared to 2009. 

Income Tax Expense. 

The decrease in income tax expense for 2010 as compared to 

2009 is primarily the result of lov/er pre-tax earnings (adjusting for 

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

(43,0%) compared to an effective tax rate of (77.2%) in 2009., 

Matters Impacting Future Results 

As discussed In Note 12 to the Consolidated Financial 

Statemente, "Goodwill, Intangible Assete and Impairmente," in the 

second quarter of 2010, Duke Energy Ohio recorded a goodwill 

impalrmentchargeof $216 million related to the Ohio T&D reporting 

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

to this impairment charge, the carrying value of goodwill associated 

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

based on a number of factors, including current and forecasted 

custî mer demand, discount rates, valuation of peer companies, and 

regulatory and legislative developmente. Should the assumptions 

used related to these factors change in the future, it is possible that 

further goodwill Impairment charges could be recorded. 

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

ite next Standard Service Offer to replace tiie existing ESP. The filing 

seeks approval of an MRO through which generation supply is 

procured through a competitive solicitation format. The outcome of 

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

earnings. 

Continuing low commodity prices in have put downward 

pressure on power prices. The available capacity and lower prices 

have provided opportunities for customers in Ohio to switch 

generation suppliers. Competitive power suppliers are able to supply 

power to current Duke Energy Ohio customers in Ohio and Duke 

Energy Ohio experienced an increase In customer switching 

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

Asof DecemberSl, 2010, customer switching levels approximated 

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

customer switching could have a significant impact on Duke Energy 

Ohio's resulte. 
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DUKE ENERGY INDIANA 

INTRODUCTION 

Management's Discussion and Analysis should be read in 

conjunction with the accompanying Consolidated Financial 

Statements and Notes for the years ended DecemberSl, 2010, 

2009 and 2008. 

BASIS OF PRESENTATION 

The results of operations and variance discussion for Duke 

Energy Indiana is presented in a reduced disclosure format in 

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

RESULTS OF OPERATIONS 

Results ot Operations and Variances 

Summary of Results 

(in millions) 

Operating revenue 
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 December 31, 

2010 

$2,520 
2,012 

(2) 

506 
70 

135 

441 
156 

$ 285 

2009 

$2,353 
1,926 

(4) 

423, 
38 

144 

317 
116 

$ 201 

Increase 
(Decrease) 

$167 
86 
2 

83 
32 
(9) 

124 
40 

$ 84 

Net Income 

The $84 million increase in Duke Energy Indiana's net income 

fortheyear ended December 3 1 , 2010 compared to DecemberSl, 

2009 was primarily due to the following factors: 

Operating Revenues. 

The increase was primarily due to: 

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

favorable weather conditions in 2010 as compared to 2009; 

• A $44 million increase in retail revenues from recovery riders 
for certain capital and operating coste; 

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

allowances) primarily related to higher demand offset by lower 

fuel rates in 2010 as compared to 2009; 

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

sharing, primarily due to adjustmente made to formula rate 

contracte and increase in demand from customers served 

under long term contracte; and 

• A $26 million increase in weather normalized sales volumes 

to retail customers, primarily impacting the industrial sector. 

Partially offsetting tiiese increases was; 

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

negative impact on overall average prices of higher sales 

volumes. 

Operating Expenses. 

The increase was primarily due to; 

• A $44 million disallowance charge related to the Edwardsport 

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

the Consolidated Financial Statements, "Regulatory Matters," 

for additional information; 

• A $39 million increase in operation and maintenance primarily 

due to employee severance coste related to the 2010 voluntary 

severance plan and the consolidation of certain corporate office 

functions from the Midv̂ /est to Chariotte, North Carolina, higher 

generation station outage coste, and higher benefit coste, 

partially offset by major storm coste in 2009; and 

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

fuel used In generation and purchased power. 

Partially offeetting these increases was: 

• A $28 million decrease in depreciation and amortization 

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

related to wholesale contracte in 2009 and amortization 

related to various regulatory assete. 

Other Income and Expenses, net 

The increase in 2010 compared to 2009 was primarily 

attributable to increased AFUDC in 2010 for additional capital 

spending related to Edwardsport IGCC plant construction. 

DUKE ENERGY CORPORATION / 2010 FORM ID-K 58 



PARTII 

Income Tax Expense. 

Income tax expense increased primarily due to higher pre-tax 

income. The effective tax rate in 2010 was 35,5% compared to an 

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

deductions for AFUDC equity. 

Matters Impacting Future Results 

See Note 4 to the Consolidated Financial Statemente, 

"Regulatoiy Matters," for a discussion of the significant increase in tfie 

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

Edwardsport Generating Station. 

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

planned rate case Is needed to recover investmente in Duke Energy 

Indiana's ongoing infrastructure modernization projects and operating 

coste. Duke Energy Indiana's eamings could be adversely impacted if 

any of ttiis rale case is denied or delayed bythe IURC. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The application of accounting policies and estimates is an 

important process that continues to develop as Duke Energy's 

operations change and accounting guidance evolves, Duke Energy 

has identified a number of critical accounting policies and estimates 

that require the use of significant estimates and Judgments. 

Management bases ite estimates and judgmente on historical 

experience and on other various assumptions that it believes are 

reasonable at the time of application. The estimates and judgments 

may change as time passes and more information about Duke 

Energy's environment becomes available, If estimates and judgmente 

are different ttian the actual amounte recorded, adjustments are 

made in subsequent periods to 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 belpw. 

Regulatory Accounting 

Certain of Duke Energy's regulated operations (primarily the 

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

Commercial Power) meet the criteria for application of regulatoty 

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

liabilities that result from the regulated ratemaking process that would 

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

Regulatory assete generally represent incurred coste that 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 regulatoiy 

environment changes, historical regulatory treatment for similar coste 

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

entities, and the statiJS of any pending or potential deregulation 

legislation. Based on this continual assessment, management 

believes the existing regulatory assets are probable of recovery, This 

assessment refiecte the current political and regulatory 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 costs and amortization of 

regulatoty assete or may disallow recovery of all or a portion of certain 

assete. Total regulatoiy assete were $3,390 million as of 

December 3 1 , 2010 and $3,886 million as of December 3 1 , 2009. 

Total regulatory liabilities were $3,155 million as of DecemberSl, 

2010 and $3,108 million asof December 3 1 , 2009, For further 

information, see Note 4 to the Consolidated Financial Statemente, 

"Regulatory Matters." 

In order to apply regulatory accounting treatment and record 

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

determining whether the criteria are met for ite operations, 

management makes significant judgmente, including determining 

whether revenue rates for services provided to customers are subject 

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

regulated rates are designed to recover specific coste of providing the 

regulated service, and a determination of whether, in view of the 

demand for the regulated services and the level of competition. It is 

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

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

This final criterion requires consideration of anticipated changes In 

levels of demand or competition, direct and indirect, duringthe 

recovery period for any capitalized coste. Iffacte and circumstances 

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

all ofthe scope criteria when such criteria had not been previously 

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

separable portion of the operations. Such reapplication includes 

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

regulatory asset or regulatory liability. 

The regulatoty accounting rules require recognition of a loss if it 

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

or a recentiy 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, regulatory recovery implications, 

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

Eneigy Indiana recorded a $44 million disallowance charge related to 

the IGCC plant currently under constnjction in Edwardsport, Indiana. 

Management will continue to assess matters as the constmction of 

the plant and ttie related regulatory proceedings continue, and further 

charges could be required in 2011 or beyond. 

Commercial Power owns, operates and manages power plante 

in the Midwestern United States, Commercial Power's generation 

operations, excluding renewable energy generation assets, consiste of 

primarily coai-fired generation assete located In Ohio which are 

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

into wholesale markete. The primarily coal-fired generation assete 

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

generation above the amount needed to fulfill Commercial Power's 

obligations underthe ESP, The wholesale generation operations do 

not quality for regulatory accounting treatment as these operations do 

not meet the scope criteria. Commercial Power applies regulatoiy 

accounting treatment to certain portions of its ESP operations as the 

rate structure for these portions is designed to recover the specific 

coste of these componente of the ESP, Despite other portions of the 

ESP operations not qualifying for regulator/ accounting treatment, all 

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

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

Commercial Power's regulated operations, Generation Is a 

competitive business in Ohio and retail customers have the ability to 

switch to alternative suppliers for their electric generation service. As 

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

Power's regulatory assete will not be recovered through the 

established riders. Duke Energy monitors the amount of retail 

customers that have switched tiD alternative suppliers when assessing 

the recoverability of Ite r^ulatory assets established for ite ESP 

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

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

2010, Duke Energy Ohio filed a request to sen/e ite retail customers 

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

Energy will evaluate whether the continued application of regulatory 

accounting for Commercial Power's operations is appropriate once 

the outcome of the MRO filing is known. 

No other operations within Commercial Power, and no 

operations within the International Energy business segment, quality 

for regulatoiy accounting treatinent. 

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

operations quality for regulatory accounting treatment and thus ite 

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

regulatory assete and liabilities, as described above. 

Goodwill Impairment Assessments 

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

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

DecemberSl, 2010, the goodwill balances by segment were 

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

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

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

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

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

Commercial Power also has $69 million of goodwill that resulted 

from the September 2008 acquisition of Catamount, a leading wind 

power company located in Rutiand, Vermont. As ofthe acquisition 

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

Energy defines as an operating segment or one level below an 

operating segment. 

DukeEnergy recorded impairmente of $500 million andS371 

million related to Commercial Pov^er's non-regulated MldVv'est 

generation reporting unit in 2010 and 2009. Duke Energy Ohio 

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

Commercial Power's non-regulated Midwest generation reporting unit 

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

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

non-regulated Midwest generation reporting unit. These impairment 

charges are recorded in Goodwill and Other Impairment Charges on 

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

the Consolidated Financial Statements, "Goodwill, Intangible Assets 

and Impairmente" for furttier information regarding the factors 

impacting the valuation of Commercial Power's non-regulated 

generation reporting unit. Duke Energy determined that no other 

goodwill impairmente existed in 2010, 2009 and 2008. 

As discussed In Note 12 to the Consolidated Financial 

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

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

level at least annually and more frequently if events or circumstances 

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

reporting unit below its carrying value, Duke Energy evaluates the 

carrying amount of ite recorded goodwill for impairment on an annual 

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

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

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

analysis ofthe potential impairmentof goodwill requires a two step 

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

values of reporting unite with their carrying values, including goodwill. 

Ifthe carrying amount of a reporting unit exceeds the reporting unitis 

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

any, of tiie goodwill impairment loss, ff the carrying amount is less 

than fairvalue, further testing of goodwill is not performed. 

Step two of the goodwill impairment test Involves comparing the 

implied fair value of the reporting unit's goodwill against the cariylng 

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

value of goodwill requires the valuation of a reporting unitis 

identifiable tangible and intangible assete and liabilities as ifthe 

reporting unit had been acquired in a business combination on the 

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

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

identifiable assete and liabilities represente the implied fair value of 

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

difference between the carrying amount of goodwill and the implied 

fair value of goodwill upon the completion of step two. 

For purposes of the step one analyses, determination of the 

reporting unite' fair values is based on a combination of tiie income 

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

unite based on discounted future cash fiows, and the mari<et 

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

unite based on market comparables within the utility and energy 

industries. Key assumptions used in the income approach analyses 

for ttie U.S. Franchised Electric and Gas reporting unite include, but 

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

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

and general and administrative coste, and expectations of retums on 

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

incorporates expected growth rates, regulatory stability and ability to 

renew contracte, as well as other factors, into ite revenue and 

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

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

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

assumptions, Duke Energy's Internal business plan reflecte 

managementis assumptions related to customer usage and attrition 

based on internal data and economic data obtained from third party 

sources, projected commodity pricing data and potential changes in 

environmental regulations. The business plan assumes the 

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

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

anticipated earnings/returns related to significant future capital 

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

certain contracts. Management also makes assumptions regarding 

the run rate of operation, maintenance and general and 

administrative coste based on the expected outcome ofthe 

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

these assumptions differ significantiy from the current assumptions, 

revisions to current cash fiow 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 Its reporting unite under the 

income approach is the discount rate applied to the estimated future 

cash flows. Management determines the appropriate discount rate for 

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

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

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

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

Energy considered implied WACC's for certain peer companies in 

detemiining the appropriate WACC rates to use in ite analysis. As 

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

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

each reporting unit may differ. Accordingly, the WACCs were 

adjusted, as appropriate, to account for company specific risk 

premiums. For example, transmission and distribution reporting unite 

generally would have a lower company specific risk premium as they 

do not h9ve the higher level of risk associated with owning and 

operating generation assets nor do tiiey have significant construction 

risk or risk associated with potential future carbon legtelation or 

pending EPA regulations. The discount rates used for calculating the 

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

reporting units were commensurate with the risks associated with 

each reporting unit and ranged from 5,75% to 9.0%, For Duke 

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

used, with specific adders used for each separate jurisdiction in 

which Intemational Energy operates to reflect the differing risk profiles 

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

the August 31 , 2010 goodwill impairment test for the international 

operations ranging from 9.7% tt] 13,0%, 

Another significant assumption ttiat Duke Energy utilizes in 

determining the fair value of ite reporting unite under the income 

approach Is the long-term growtii rate of the businesses for purposes 

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

period. A long-term grov\̂ h rate of three percent was used in the 

valuations ofall ofthe U.S. Franchised Electric and Gas reporting 

unite, reflecting the median long-term inflation rate and the significant 

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

and Gas reporting unite. A long-term grovrth rate of two percent was 

used in the valuation ofthe Commercial Power non-regulated 

Midwest generation reporting unit given the finite lives of the 

unregulated generation power plante and current absence of plans to 

reinvest In the unregulated generation assete. 

These underiying assumptions and estimates are made as of a 

point in time; subsequent changes, particulariy changes in the 

discount rates or growth rates inherent in managements estimates of 

future cash flows, could result in future Impairment charges. 

Management continues to remain alert for any indicators that the fair 

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

goodwill for Impairment as appropriate. 

In the second quarterof 2010, goodwill for U.S, Franchised 

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

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

impacted by a multitude of factors, including current and forecasted 

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

r^ulatory and legislative developmente. Management periodically 

updates the load forecaste to reflect current trends and expectations 

based on the current environment and future assumptions. The 

spring and summer 2010 load forecast indicated that load will not 

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

Based on the resuite of the second quarter 2010 impairment 

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

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

higher than ite book value at Duke Energy. Accordin^y, this goodwill 

impairment charge was only recorded by Duke Energy Ohio. 

Asof DecemberSl, 2010, the Ohio T&D reporting unit had a 

goodwill balance of approximately $700 million at Duke Energy and 

$745 million at Duke Energy Ohio. Potential circumstances that 

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

reporting unit include additional declines In load volume forecaste, 

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

on investmente in SmartGrid technology, and the success of future 

rate case filings. 

Asof DecemberSl, 2010, the fair value of Commeroial 

Power's Renewables Reporting unit exceeded ite cariylng value by 

approximately 10%. Asanoverall test of the reasonableness of the 

estimated fair values of the reporting unite, Duke Energy reconciled 

the combined fair value estimates of ite reporting unite to ite market 

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

that the fair values were reasonably representative of mart<et views 

when applying a reasonable control premium to the market 

capitalization. Additionally, Duke Energy would perform an interim 

impairment assessment should any evente occur or circumstances 

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

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

2010, management did not identity any indicatorsof potential 

impairment that required an update to the annual impairmenttest. 

The majority of Duke Energy's business is in environmente that are 

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

requirements are adjusted periodically by regulatt)rs based on factors 

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

Accordingly, Duke Energy's regulated utilities operate tt) some degree 

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

Long-Lived Asset Impainnent Assessments 

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

cost less accumulated depreciation or fair value, if impaired, Duke 

Energy evaluates property, plant and equipment for impairment when 

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 flows attributable to the assete, as compared with the 

cartying value of the assets. Performing an impairment evaluation 

involves a significant degree of estimation and judgment in areas 

such as identltying ciroumstances tiiat indicate an impairment may 

exist, identitying and grouping affected assete, and developing the 

undiscounted and discounted future cash fiows (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 fiows are, by nature, highly uncertain and 

may vary significantly from actual resulte, ffan impairment has 

occurred, the amount of the impaimient recognized is determined by 

estimating the fair value of the assete and recording a loss if ttie 

cartying vaiue Is greater than the fair value. For assete identified as 

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

value less the cost to sell in order to determine ff an impairment loss 

Is required. Until the assete are dteposed of, their estimated fair value 

is re-evaluated when circumstances or evente change. 

As discussed further in Note 12 to the Consolidated Rnancial 

Statemente, "Goodwill, Intangible Assete and Impairments", 

Commercial Power recorded $150 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 tiiese assete to their estimated fair value. The 

generation assets that were subject to this impairment charge were 

those coal fired generating assets that do not have certain 

environmental emissions control equipment, causing tiiese 

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

proposed rules.on emissions of NO, and SOj, These impairment 

charges are recorded in Goodwill and Other Impairment Charges on 

Duke Energ/s Consolidated Statement of Operations, 

Revenue Recc^ition 

Revenues on sales of elecfricity and gas are recognized when 

either the sen/ice is provided or the product is delivered. Operating 

revenues include unbilled electric and gas revenues earned when 

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

pertod. Unbilled retail revenues are estimated by applying an average 

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

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

Unbilled wholesale energy revenues are calculated by applying the 

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

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 vaiy significantiy from period to period as a 

result of numerous factors, including seasonality, weather, customer 

usage patterns and customer mix. 

In accordance with new accounting rules effective on 

Januaiy 1, 2010, Duke Energy began consolidating Cinergy 

Receivables Company, LLC (Cinergy Receivables). Accordingly, 

unbilled revenues which had been Included in the sale of receivables 

to Cinergy Receivables prior to the effective date of the new 

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

&3nsolidated Balance Sheets, are now included in Receivables on 

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

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

respectively, of unbilled revenues within Restricted-Receivables of 

Variable Interest Entities and Receivables on their respective 

Consolidated Balance Sheete. 

Accounting for Loss Contingaicies 

Duke Energy is involved in certain legal and environmental 

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

of ite consolidated financial statemente, management makes 

judgments regarding the future outcome of contingent 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 regulariy reviews current 

information available to determine whether such accruals should be 

adjusted and whether new accruals are required. Estimating probable 

losses requires analysis of multiple forecaste and scenarios that often 

depend on judgmente about potential actions by third parties, such 

as federal, state and local courts and other r^ulators. Contingent 

liabilffies are often resolved over long periods of time, Amounte 

recorded In the consolidated financial statements may differ from the 

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

material impact on future results ofOperations, financial position and 

cash fiows of Duke Energy, 

Duke Energy has experienced numerous claims for 

indemnification and medical cost reimbursement relating to damages 

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

of asbestos in connection with constnjction and maintenance 

activities conducted by Duke Energy Carolinas on ite electric 

generation plante priorto 1935. 

Amounts recognized as asbesfejs-related reserves related to 

Duke Energy Carolinas in the respective Consolidated Balance Sheete 

totaled $853 million and $980 million as of [December 31 , 2010 

and December 3 1 , 2009, respectively, and are classified in Other 

within Deferred Credits and Other Liabilities and Other within Current 

Liabilities. These resen/es are based upon the minimum amount in 

Duke Energy Carolinas' best estimate of the range of loss for current 

and fijture asbestos claims through 2030. Management believes that 

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

term forecast, management does not believe that they can reasonably 

estimate the indemnity and medical costs that might be incurred after 

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

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

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

and are subject to greater uncertainty as the projection period 

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

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

resolving each such claim could change our estimated liability, as 

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

legislative solution, further state tort reform or structured settlement 

transactions could also change the estimated liability. Given the 

uncertainties associated with projecting matters into the future and 

numerous other factors outeide our control, management believes 

that it is possible Duke Energy Carolinas may incur asbestt}S liabilities 

in excess of the recorded reserves. 

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

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

damages above an aggregate self insured retention of $475 million, 

Duke Energy Carolinas' cumulative paymente began to exceed the 

self insurance retention on ite insurance policy during the second 

quarterof 2008, Future paymente up to the policy limit will be 

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

insurance policy limit for potential ttiture insurance recoveries fiDr 

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

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

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

Consolidated Balance Sheete In Other v/ithin Investmente and Other 

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

respectively. Duke Energy is not aware of any uncertainties regarding 

the legal sufficiency of insurance claims. Management believes the 

insurance recoveiy asset is probable of recovery' as the insurance 

carrier continues to have a strong financial strength rating. 

For further information, see Note 5 to the Consolidated Financial 

Statemente, "Commitmente and Contingencies." 

Accounting for Income Taxes 

Significant management judgment is required in determining 

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

liabilities and the valuation allowance recorded against Duke Energy's 

net deferred tax assets, if any. 

Deferred tax assete and liabilities are recognized for the future 

tax consequences attributable to differences beti/veen the book basis 

and tax basis of assete and liabiliti'es. 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 seti:led. The probability of realizing 

deferred tax assete is based on forecaste of future taxable income and 

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

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

valuation allowance may be recorded against certain deferred tax 

assete. 

In assessing the likelihood of realization of deferred tax assets, 

management considers estimates of the amount and character of 

future taxable income. Actual income taxes could vary from estimated 

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

income tax iav/s, Duke Energy's forecasted financial condition and 

results of operations in future periods, as well as resulte of audite and 

examinations of filed tax retums by taxing authorities. Although 

management believes current estimates are reasonable, actual results 

could differ from these estimates. 

Significant judgment is also required in computing Duke 

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

revised each quarter based on the best full year tax assumptions 

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

deductions and credite. In accordance with interim tax reporting 

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

the difference in tax expense computed based on the actual 

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

Duke Energy recognizes tax benefits for positions taken or 

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

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

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

that the position will be sustained upon examination by the taxing 

authorities. Duke Energy records the largest amount of the tax benefit 

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

IVIanagement evaluates each position based solely on the technical 

merite and facts and circumstances of the position, assuming the 

position will be examined by a taxing authority having full knowledge 

ofall relevant information. Significant management judgment is 

required to determine recognition ttiresholds and the related amount 

of tax benefite to be recognized in the Consolidated Financial 

Statements. Management reevaluates tax positions each period in 

which new information about recognition or measurement becomes 

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

disclosed in the footnotes to the Consolidated Financial Statemente. 

Undisfributed foreign earnings associated with International 

Energy's operations are considered indefinitely reinvested, thus no 

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

managementis determination that the cash held in International 

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

ite U.S, operations and that Intemational Energy either has invested 

or has intentions to reinvest such earnings. While management 

currently intends to indefinitely reinvest ail of International Energy's 

unremitted earnings, should circumstances change, Duke Energy 

may need to record additional income tax expense in the period in 

which such determination changes. The cumulative undistributed 

earnings as of December 31 , 2010 on which Duke Energy has not 

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

$1,2 billion. The amount of unrecognized deferred tax liability related 

to these undistributed earnings is estimated at between $175 million 

and $250 million. 

For further information, see Note 22 to the Consolidated 

Financial Statemente, "Income Taxes," 

Pension and Other Post-Retirement Benefits 

The calculation of pension expense, other post-retirement 

beneflt expense and pension and other post-retirement liabilities 

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

actual experience can differ from the assumptions, Duke Energy 

believes that the most critical assumptions for pension and other 

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

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

prescription drug cost trend rate assumptions are critical to Duke 

Energy's estimates of otiier post-retirement benefite. 

Funding requirements for defined benefit (DB) plans are 

determined by government regulations. Duke Energy made voluntaty 

confributions to ite DB retirement plans of $400 million in 2010, 

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

anticipates making $200 million of contributions to ite DB plans. 

Duke Energy Plans 

Duke Energy and ite subsidiaries (including legacy Cinergy 

businesses) maintain non-conttibutory defined benefit retirement 

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

formula. Under a cash balance formula, apian participant 

accumulates a retirement benefit consisting of pay credite that are 

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

service) of current eligible earnings and current interest credite. 

Certain legacy Cinergy employees are covered under plans that use a 

final average earnings formula. Under a final average earnings 

formula, a plan participant accumulates a retirement benefit equal to 

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

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

covered compensation per year of participation (maximum of 35 

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

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

maintains non-qualified, non-contributory defined benefit retirement 

plans which cover certain executives. 

Duke Energy and most of ite subsidiaries also provide some 

health care and life insurance benefite for retired employees on a 

contributory and non-contributory basis, Certain employees are 

eligible for these benefite ffthey have met age and seivice 

requiremente at retirement, as defined in the plans. 

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

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

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

primarily from inclusion of special settlement and contract termination 

benefit coste In 2010 that will not be included in 2011, DukeEnergy 

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

pre-tax other post- retirement benefite cost of $28 million, in 2010. 

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

retirement benefite coste are expected to be approximately the same 

amounte in 2010. 

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

assumes that ite plan's assete will generate a long-term rate of return 

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

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

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

reasonable retums on trust assets, 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 return. Non-U.S, equities, debt 

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

held tor diversification, Investmente within asset classes are to be 

diversified to achieve broad market participation and reduce the 

impact of individual manager 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 Tmst (VEBA I) and the Duke 

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

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

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

promoting the security of plan benefite for partlcipante. The VEBAs 

are passively managed, 

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

assete was developed using a weighted average calculation of 

expected returns based primarily on futijre expected retums across 

asset classes considering the use of active asset managers. The 

weighted average retums expected by asset classes were 2.6% for 

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

2.0% for debt securities, 0.3% for global private equity, 0,3% for 

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

securities. 

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

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

2010, Duke Energy determines the appropriate discount based on a 

yield curve approach. Under the yield curve approach, expected 

fijture benefit paymente for each plan are discounted by a rate on a 

third-party bond yield curve corresponding to each duration. The yield 

curve Is based on a bond universe of AA and AAA-rated long-term 

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

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

Future changes in plan asset returns, assumed discount ratesand various other factors related to the partlcipante in Duke Energ/'s pension 

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

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

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

Qualified Pension Plans Other Post-Retirement Plans 

in millions) -F0.25 % -0,25% +0,25 % -0.25% 

Efi'ect on 2010 pre-tax pension expense 
Expected long-term rate of return 
Discount rate 

Effect on benefit obligation at December 31, 2010 
Discount rate 

$ (11) 
(7) 

(101) 

$ 11 
7 

101 

(1) 

(17) 

1 

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

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

expectation of increases in prescription drug health carecoste. Asof DecemberSl, 2010, the medical care trend rates were 8,50%, which 

grades to 5,00% by 2020, As of December 31 , 2010, the prescription drug trend rate was 9,80%, which grades to 5.00% by 2025, The 

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

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

Other Post-Retirement Plans 

(in millions) -(-1.0% -l.( 

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

$ 2 
37 

5 (2) 
(33) 

For further information, see Note 21 to the Consolidated Financial Statemente, "Employee Benefit Plans." 

LIQUIDITY AND CAPITAL RESOURCES 

Known Trends and Uncertainties 

At DecemberSl, 2010, Duke Energy had cash and cash 

equivalente of $1,7 billion, of which $700 million is held in foreign 

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

and investimente in Intemational Energy. To fund ite liquidity and 

capitel requiremente during 2011, Duke Energy will rely primarily 

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

and cash equivalente. The relatively stable operating cash fiows of the 

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

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

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

material adverse change in operations, or in available financing, 

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

capital resource requiremente. 

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). 

Duke Energy projecte 2011 capital and investment expenditures 

of $5,0 billion, primarily consisting of: 

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

• $0.7 billion at Commereial Power 

• $0,2 billion at International Energy and 

•$0,2 billion at Ottier 

Duke Ener^ continues to focus on reducing risk and positioning 

ite business for future success and will invest principally in ite 

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

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

Electric and Gass^ment Total U.S. Franchised Electric and Gas 

projected 2011 capital and investinentexpenditures include $1.7 

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

of existing plante and infrastructure to serve load growth and $0,4 

billion of nuclearfuel. 

With respect to the 2011 capital expenditure plan, Duke Energy 

has fiexibility within ite $5.0 billion budget to defer or eliminate 

certain spending should the broad economic recovery stall, Ofthe 

$5.0 billion budget, $2,4 billion relates to projecte for which 

management has committed capitai, including, but not limited to, the 
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continued construction of Cliffeide Unit 6, the Edwardsport IGCC 

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

and management intends to spend those capital dollars in 2011 

inespective of broader economic factors, $2,0 billion of projected 

2011 capital expenditures are expected to be used primarily for 

overall system maintenance, customer connections and corporate 

expenditures. Although these expenditures are ultimately necessary to 

ensure overall system maintenance and reliability, the timing of the 

expenditures may be influenced by broad economic conditions and 

customer growth, thus management has more flexibility in terms of 

when these dollars are actually spent. The remaining planned 2011 

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

relate to growth opportunities in which Duke Energy may invest, 

provided there are opportunities that meet return expectations. 

As a result of Duke Energy's significant commitment to 

modernize its generating fleet tiirough the construction of new unite, 

as well as ite focus on increasing Ite renewable energy portfolio, tiie 

ability to cost effectively manage the construction phase of current 

and future projecte is critical to ensuring full and timely recovery of 

coste of consttuction within ite regulated operations. Should Duke 

Energy encounter significant cost overruns above amounte approved . 

by the various state commissions, and those amounts are disallowed 

for recoveiy in rates, future cash fiov^ and resulte of operations could 

be adversely impacted. 

Many of Duke Energy's current capital expenditure projecte, 

Including system modemization and renewable investmente, quality 

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

generate cumulative cash benefite between $1.5 billion and $3 

billion from these provisions. This broad range reflecte uncertainty 

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

waiting for clarification from the US Department of Treasuiy to 

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

depreciation deductions. Even though bonus depreciation- related to 

Duke Energy's regulated projecte reduces rate base, the cash benefite 

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

miti^te future customer rate increases. 

Duke Energy anticipates ite debt to total capitalization ratio to be 

47% in 2011, In 2011, Duke Eners'currently anticipates issuing 

additional net debt of $2,2 billion, primarily for the purpose of 

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

projected 2011 capital expenditures, the timing and amount of debt 

issuances throughout 2011 could be influenced by changes in the 

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

which are not restricted upon general market conditions, with 

aggregate bank commitments of $3,14 billion. Additionally, Duke 

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

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

borrowing capacity of $2,5 billion under these faciiities. Management 

currently believes that amounte available under Ite revolving credit 

facility are accessible should there be a need to generate additional 

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

paper. Management expecte that cash flow^ from operations and 

issuances of debt will be suflicient to cover the 2011 funding 

requiremente related to capital and investmente expenditures and 

dividend payments. 

Duke Energy monitors compliance with all debt covenante and 

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

breach of ite significant debt covenante during 2011. However, 

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

change in tax law governing U.S. taxation of foreign earnings. If and 

when management had a belief that such potential breach could 

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

Duke Energy also maintains an active dialogue with the credit rating 

agencies, 

Duke Energy periodically evaluates the impact of repatriation of 

cash generated and held in foreign countties, Duke Energy's current 

intent is to indefinitely reinvest foreign eamings. However, 

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

were to decide to repatriate foreign generated and held cash, 

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

required. 

Operating Cash Flows 

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

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

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

operating activities was driven primarily by; 

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

income increased during the year ended DecemberSl, 2010 

compared to the same period in 2009, 

• A $400 million decrease in contributions to company 

sponsored pension plans, and 

• Changes in traditional wori<ing capita! amounte due to timing 

of cash receipte and cash paymente, principally a decrease in 

coal Inventory, partially offset by a net decrease in cash from 

taxes of $480 million. 

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

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

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

activities was driven primarily by: 

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

income increased during the year ended December 3 1 , 2009 

compared to the same period in 2008, and 

• Changes in traditional working capital amounte due to timing 

of cash receipte and cash paymente, principally a net increase 

In cash from taxes of $740 million, partially offset by an 

increase In coal inventory, partially offset by 

•An $800 million increase in confributions to company 

sponsored pension plans. 

Investing Cash Flows 

Net cash used in investing activities was S4,423 million in 

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

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

investment and acquisition expenditures, detailed by reportable 

business segment in the following table. 

Capital, Investment and Acquisition Expenditures by Business 

Segment 

Years Ended DecemberSl, 

(in millions) 2010 2009 2008 

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

$3,891 $3,560 $3,650 
525 688 870 
181 12S 151 
258 181 241 

Total consolidated $4,855 1,557 $4,922 

The decrease in cash used in investing activities in 2010 as 

compared to 2(X19 is primarily due to the following: 

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

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

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

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

and 

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

reflecting net sales in 2010 compared to net purchases in 

2009. 

These Increases in cash used were partially offset by the 

following: 

• A $300 million increase in capital, investment and acquteition 

expenditures. 

The decrease in cash used in investing activities in 2009 as 

compared to 2008 is primarily due to the following: 

• A $365 million decrease in capital, investment and 

acquisition expenditures, due primarily to 2008 acquisitions. 

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

•A $125 million decrease In proceedsfrom avallable-for-sale 

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

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

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

reflecting net purchases in 2009 compared to net sales in 

2008,and 

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

Financing Cash Flows and Liquidity 

Duke Enera^s consolidated capital structure as of 

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

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

using SEC guidelines, was 3,0 times for 2010, 3.0 times for 2009, 

and 3.4 times for 2008. 

Net c3sh provided by financing activities was $40 million in 

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

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

following: 

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

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

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

issuances of $2,876 million during 2009, 

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

common stock primarily related to the DRIP and other internal 

plans, and 

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

These decreases in cash provided were partially offiset by: 

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

Energy Ohio creditfacllity drawdown and outetanding 

commercial paper in 2009, and 

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

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

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

following: 

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

Energy Ohio credit facility drawdown and outetanding 

commercial paper, and 

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

These decreases In cash provided were partially offeet by: 

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

common stock primarily related to the DRIP and other internal 

plans, and 

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

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

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

$2,665 million during 2008. 

Significant Financing Activities — Year Ended 2010. 

Duke Energy issues shares of ite common stock to meet certain 

employee benefit and long-term incentive obligations. Beginning in 

the fourth quarter of 2008, Duke Energy began issuing authorized 
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but unissued shares of common stock to fulfill obligations under ite 

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

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

and other employee benefit plans, including employee exercises of 

stixk options, were $302 million In 2010. 

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

tota! dividend per share of common stock was $0,97, which resulted 

in dividend paymente of $1,284 million. 

In December 2010, Top ofthe World Wind Energy LLC, a 

subsidiary of Duke Energy Generation Sen/ices, Inc, (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 

assete of Top of the Worid Windpower LLC, The initial interest rate on 

ttie notes is the six month adjusted London Interbank Offered Rate 

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

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

substantial majority of the loan interest payments from a vartable rate 

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

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

be used to help fund tiie existing wind portfolio. 

In September 2010, Duke Energy Carolinas converted $143 

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

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 treasuty bonds. In connection with the 

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

Energy Carolinas' first mortage bonds. 

In September 2010, Duke Energy Carolinas converted $100 

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

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

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

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

first mortgage bonds. In September 2010, Duke Energy Indiana 

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

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

of which $60 million carry a fixed interestrateof 3.375% and 

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

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

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

Energy Indiana's first mortgage bonds. 

In September 2010, Duke Ener^ 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 cany a fixed interestrateof 3.75% and mature April 1, 

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

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

In July 2010, Duke Energy Indiana issued $500 million 

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

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

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

Duke Energy Indiana's ongoing capital expenditures and for general 

corporate purposes. 

In July 2010, Intemational Energy issued $281 million 

principal amount In Brazil, which carries an interest rate of 8,59% 
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plus IGP-M (Brazil's 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 June 2010, Duke Energy Carolinas issued $450 million 

principal amount of 4.30% first mortgage bonds due June 15, 

2020. Proceeds from the issuance will be used to fijnd Duke Energy 

Carolinas' ongoing capital expenditures and for general corporate 

purposes. 

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

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

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

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

farms located in Wyoming, Colorado and Pennsylvania. The Initial . 

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

applicable margin. In connection with this debt Issuance, DEGS 

entered Into an interest rate swap to convert the substantial majority 

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

approximately 3,4% plus the applicable margin, which was 2.5% as, 

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

help fund the existing wind portfolio. 

In March 2010, Duke Energ/ issued $450 million principal 

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

issuance were used to repay $274 million of borrowings under the 

master credit facility and for general corporate purposes. 

Significant Financing Activities — Year Ended 2009. 

Duke Energ/ issues shares of its common stock to meet certain 

employee benefit and long-term incentive obligations. Beginning in 

the fourth quartsr of 2008, Duke Energy began issuing authorized 

but unissued shares of common stock to fulfill obligations under ite 

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

from all issuances of common stt̂ ck, primarily related to the DRIP 

and other employee benefit plans, including employee exercises of 

stock options, were $519 million in 2009. 

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

total dividend per share of common stock was $0,94, which resulted 

in dividend paymente of $1,222 million, 

December 2009, Duke Energy Ohio issued $250 million 

principal amountoffirst mortgage bonds, which carry a fixed interest 

rateof 2.10% and mature June 15,2013. Proceeds from this 

issuance, tc^etiier with cash on hand, were used to repay Duke 

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

conjunction with thte debt issuance, Duke Energy Ohio entered InttD 

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 Eneig/ Carolinas issued $750 

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

interest rate of 5,30% and matijre Februaty 15, 2040. Proceeds 

from this issuance will be used to fund capital expenditures and 

general corporate purposes, including the repayment at maturity of 

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

of 2010. 

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

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

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

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

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

first mortgage bonds. 

In September 2009, Duke Energy Ohio and Duke Energy 

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

million, 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, which carry a fixed interest rate of 3,50% and mature 

Februaiy 1, 2017, In connection with the conversion, the tax-exempt 

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

mortgage bonds. 

In September 2009, Duke Energy Kentucky issued $100 

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

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

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

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

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

general corporate purposes., 

In August 2009, Duke Energy issued $1 billion principal 

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

rate of 3,95% and mature September 15, 2014 and $500 million 

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

2019, Proceeds from ttie issuance were used to redeem commercial 

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

businesses in ttie U.S, and for general corporate purposes. 

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

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

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

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

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

bonds were redeemed July 1, 2009. 

In March 2009, Duke Energy Ohio issued $450 million 

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

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

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

corporate purposes, including funding capital expenditures. 

In March 2009, Duke Energy Indiana Issued $450 million 

principal amount of first mortgage bonds, which earn/ a fixed interest 

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

issuance were used to fund capital expenditures, to replenish cash 

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

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

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

purposes, includlngthe repayment of short-term notes. 

In Januaiy 2009, Duke Energy issued $750 million principal 

amount of 6,30% senior notes due Febmary 1, 2014, Proceeds 

from the issuance were used to redeem commercial paper and for 

general corporate purposes. 

In January 2009, Duke Energy Indiana refunded $271 million 

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

million of tax-exempt variable-r^te demand bonds, which are 

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

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

maturing May 2035, $23 million maturing March 2031 and $77 
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million maturing December 2039, The remaining $127 million had 

initial rates of 0,5% reset on a daily basis with $77 million maturing 

December 2039 and $50 million maturing Octt)ber 2040. 

Significant Financing Activities — Year Ended 2008. 

Duke Energy issues shares of its common stock to meet certain 

employee benefit and long-term incentive obligations. Beginning in 

ttie fourth quarter of 2009, Duke Energy began issuing authorized 

but unissued shares of common stxk to fulfill obligations under its 

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

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

and ottier employee benefit plans, including employee exercises of 

stock options, were $133 million in 2009. 

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

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

in dividend paymente of $1,143 million. 

In December 2008, Duke Energy Kentucky refunded $50 

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

million oftax-exempt variable-rate demand bonds, which are 

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

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

0,65% which is reset on a weekly basis. 

In November 2008, Duke EnergyCarolinas issued $900 

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

million carry a fixed interest rate of 7.00% and mafrjre November 15, 

2018 and $400 million carry a fixed interest rate of 5,75% and 

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

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

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

repay senior notes at their scheduled mattjrity in October 2008 and 

for general corporate purposes. 

In October 2008, International Energy issued $153 million of 

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

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

plus 2,15%, and $41 million mature in September 2015 and carty 

a fixed interestrateof 11,6% plus an annual inflation index. 

International Energy used these proceeds tt) pre-pay existing long-

term debt balances, 

In September 2008, Duke Energy and ite wholly-owned 

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

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

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

see "Available Credit Facilities and Restrictive Debt Covenante" below. 

In August 2008, Duke Energy Indiana issued $500 million 

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

rate of 6.35% and matijre August 15, 2038. Proceedsfrom this 

issuance were used to fund capital expenditures and for general 

corporate purposes, including the repayment of short-temi notes and 

to redeem firat mortgage bonds maturing in September 2008. 

In June 2(X)8, Duke Energy issued $500 million principal 

amount of senior notes, of which $250 million carry a fixed interest 

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

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

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

capital expenditures in Duke Energy's unregulated businesses in the 

U.S. and for general corporate purposes. 

In April 2008, Duke Energy Carolinas issued S900 million 

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

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

$600 million caity a fixed interest rate of 5.05% and mature 

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

capital expenditures and for general corporate purposes. In 

anticipation of this debt issuance, Duke Energy Carolinas executed a 

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

rates at that time. The value ofthese interest rate swaps, which were 

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

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

Accumulated Other Comprehensive Loss and Is being amortized as a 

component of Interest Expense over the life of the debt 

In April 2008, Duke EnergyCarolinas refijnded $100 million of 

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

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

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

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

will be reset on a weekly basis. 

In Januaty 2008, Duke Energy Carolinas issued $900 million 

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

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

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

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

capital expenditures and for general corporate purposes, including tiie 

repayment of commeroial paper. In anticipation of this debt issuance, 

Duke Energy Carolinas executed a series of interest rate swaps in 

2007 ttJ lockin the market interest rates at that time. The value of 

these interest rate swaps, which were terminated prior to issuance of 

the fixed rate debt, was a pre-tax loss of $18 million. This amount 

was recorded as a component of Accumulated Other Comprehensive 

Loss and is being amortized as a component of Interest Expense over 

the life of the debt. 

Available Credit Facilities and Restrictive Debt Covenants. 

The total capacity under Duke Energy's master credit facility, 

which expires in June 2012, fe$3,14 billion. The credit facility 

contains an option allowing borrowing up to the full amount of tiie 

facility on the day of initial expiration for up to one year, Duke Energy, 

Duke Energy Carolinas, Duke Energy Ohio, including Duke Energy 

Kentucky, and Duke Energ/ Indiana (collectively refened to as the 

borrowers), each have borrowing capacity under tiie master credit 

facility up to specified sub limite for each borrower. However, Duke 

Energy has the unilateral ability ttD increase or decrease the borrowing 

sub limite of each borrower, subject to per borrower maximum cap 

limitations, at any time. The amount available under the master credit 

facility has been reduced by tfie use of the master credit facility to 

backsttjp tiie issuances of commercial paper, letters of credit and 

certain tax-exempt bonds. 
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IVIaster Credit Facility Summary as of December 3 1 , 2010 (in millions)!^' 

Duke Energy 
Duke Energy 

Carolinas 
Duke Ener^ 

Ohlo"̂ ' 
Duke Enef^ 

Indiana Total 

Facility Sizê "* 
Less: 
Notes Payable and Commercial Paper 
Outstanding Letters of Credit 
Tax-Exempt Bonds 

$1,097 

(11) 
(25) 

$840 

(300) 
(7) 

(95) 

$750 

(27) 
(84) 

$ 450 $3,137 

(150) (450 
• — (45 
(81) (235 

Available Capacity $1,061 $438 $639 $ 219 $2,357 

{a] This summary excludes certain demand facilities and committed facilities that are insignificant in size or whicin generally support vety specific requirements, whicli primarily include 
facilities that backstop various outstanding tax-exempt bonds, 

(b) Credit facility contains a covenant requiting the debt-to-total capitalization ratio to not exceed 55% for each borrtwer. 
(c) Contains sub limits at December 3 1 , 2010asfoilowsi $650 million for Dul<e Energy Ohio and $100 million for Duke Enetgy Kentucky. 

In April 2010, Duke Energy and Duke Energ/ Carolinas entered 

into a new $200 million four-year unsecured revolving credit facility, 

Duke Energy and Duke Energy Carolinas are Co-Borrowers under this 

facility, with DukeEnergy having a borrowing sub limit of $100 

million and Duke Energy Carolinas having no borrowing sub limit. 

Upon closing of the facility, Duke Energy made an initial borrowing of 

$75 million for general corporate purposes. 

In September 2008, Duke Energy and ite wholly owned 

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

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

under Duke Energy's Master Credit Facility. All outetanding 

borrowings have teen repaid as of December 3 1 , 2010. 

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 KentiJcky 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 eittier Duke Energy Indiana 

or Duke Energy Kentucky, In September 2010, the letter of credit 

agreement was amended to reduce the size to $327 million and 

extend tiie maturity date to September 2012. This creditfacllity, 

which is not part of Duke Energy's master credit facility, may not be 

used for any purpose other than to support the variable rate demand 

bonds issued by Duke Energy Indiana and Duke Energy Kentucky. 

Duke Energy's debt and credit agreemente contain various 

financial and other covenante. Failure to meet those covenante 

beyond applicable grace periods could result in accelerated due dates 

and^or termination of the agreemente. Asof December 31 , 2010, 

Duke Energy was in compliance with all covenants related to its 

significant debt agreemente. In addition, some credit agreemente may 

allow for acceleration of paymente or termination of the agreemente 

due to nonpayment, or to the acceleration of other significant 

indebtedness of the borrower or some of its subsidiaries. None of tiie 

debt or credit agreemente contain material adverse change clauses., 

Credit Ratings. 

Duke Energy and certain subsidiaries each hold credit ratings by 

Standard & Poor's (S&P) and Moody's Investors Service (Moody's). 

Duke Energy's corporate credit rating and issuer credit rating from 

Standard 
and 

Poor's 

BBB-F 
A-

BBB-h 
A-
A-
A-

Moody's 
Investors 

Sen/ice 

Baa2 
A3 

Baa2 
Baal 
Baal 
Baal 

S&P and Moody's, respectively, as of February 1, 2011 is A- and 

Baa2, respectively. The following table summarizes the February 1, 

2011 unsecured credit ratings from the rating agencies retained by 

Duke Energy and ite principal funding subsidiaries. 

Senior Unsecured Credit Ratings Summary as of February 1,2011 

Duke Energy Corporation 
Duke EnergyCarolinas, LLC 
Cinergy Com-
Duke Energy Ohio, Inc, 
Duke Energy Indiana, Inc, 
Duke Energy Kentucky, Inc, 

Duke Energy's credit ratings are dependent on, among other 

factors, the ability to generate suflicient cash to fund capital and 

investment expenditures and pay dividends on ite common stock, 

while maintaining the strength of ite current balance sheet. If, as a 

result of market conditions or other factors, Duke Energy is unable to 

maintain ite current balance sheet strength, or if ite earnings and cash 

flow outlook materially deteriorates, Duke Energ/'s credit ratings could 

be negatively impacted. 

On January 10, 2011, S&P and Moody's aflirmed the ratings 

and stable outiook of Duke Energ/ and ite subsidiaries, except for 

Duke Energy Ohio which the outiook was changed from positive to 

stable. These rating agency actions were taken in response to the 

announcement of the proposed merger with Progress. See Note 3 to 

the Consolidated Financial Statemente, "Acquisitions and Dispositions 

of Businesses and Sales of Other Assete" for further details on the 

proposed merger. 

Credit-Related Clauses. 

Duke Energy may be required to repay certain debt should the 

credit ratings at Duke Energy Carolinas fal! to a certain level at S&P or 

Moody's. As of December 31, 2010, Duke Energy had $4 million of 

senior unsecured notes which mature serially through 2012 tiiat may 

be required ti: be repaid if Duke Energy Carolinas' senior unsecured 

debt ratings fall below BBB- at S&P or Baa3 at Moody's, and 
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$14 millionof senior unsecured notes which mature serially through 

2016 that may be required to be repaid if Duke Energy Carolinas' 

senior unsecured debt ratings fall below BBB at S&P or Baa2 at 

Moody's. 

Other Financing Matters. 

In September 2010, Duke Energy filed a registration statement 

(Form S-3) with the Securities and Exchange Commission (SEC), 

Under this Form 3-3, 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 amounte, prices and with 

terms to be detemiined at ttie time of future offerings. The regstration 

statement also allows for the issuance of common stock by Duke 

Energy, 

Duke Energy has paid quarterly cash dividends for 85 

consecutive years and expects to continue ite 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 

requiremente, 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 Financlai Statements 

"Regulatory Matters", Duke Energy's whollynowned public utility 

operating companies have resfrictions on the amount of funds that 

can be transferred to Duke Energy via dividend, advance or loan as a 

result of conditions Imposed by various regulators in conjunction witii 

Duke Energy's merger with Cinergy, Additionally, certain other Duke 

Energy subsidiaries have other restrictions, such as minimum 

working capital and tangible net worth requiremente pursuant to debt 

and other agreemente that limit the amount of funds that can be 

transferred to Duke Energy, At December 31 , 2010, the amount of 

restricted net assete of wholly-owned subsidiaries of Duke Energy that 

may not be disttibuted to Duke Energy in the form of a loan or 

dividend is $9.8 billion. However, Duke Energy does not have any 

legal or otiier restrictions on paying common stock dividends to 

shareholders out of ite 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 

arrangements in the normal course of business to facilitate 

commercial transactions with third parties. These arrangemente 

include performance guarantees, stand-by letters of credit, debt 

guarantees, surety bonds and indemnifications. 

Most of the guarantee arrangemente entered into by Duke 

Energy enhance the credit standing of certain subsidiaries, 

non-consolidated entities or less than wholly-owned entities, enabling 

them to conduct business. As such, these guarantee arrangements 

involve elements of performance and credit risk, which are not 

included on the Consolidated Balance Sheete. The possibility of Duke 

Energy, either on ite 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 Its 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 triggered as 

a result of potential increased non-perfonmance risk by parties for 

which Duke Energy has issued guarantees. Except for certain 

performance obligations related to Crescent, which filed Chapter 11 

bankruptcy petitions in a U,S. Bankmptcy court in June 2009 and 

for which a liability of $26 million was recorded during 2009 due to 

the probability of performance under certain guarantees, it is not 

probable as of DecemberSl, 2010 that Duke Energy will have to 

perform under ite remaining existing guarantee obligations. However, 

management continues to monitor the financial condition of the third 

parties or non-wholly-owned entities for whom Duke Energy has 

issued guarantees on behalf of to determine whether performance 

under these guarantees becomes probable in the future. 

See Note 7 to the Consolidated Financial Statemente, 

"Guarantees and Indemnifications," for further details ofthe 

guarantee arrangements. 

Issuance of these guarantee arrangemente is not required for the 

majority of Duke Eneigy's operations. Thus, if Duke Energy 

discontinued Issuing these guarantees, there would not be a material 

impact to the consolidated results of operations, cash fiows or 

financial position, 

Duke Energy holds intereste in VIEs, both consolidated and 

unconsolidated. For further information, see Note 17 to ttie 

Consolidated Financial Statements, "Variable Interest Entitles". 

Other than the guarantee arrangemente,discussed above and 

normal operating lease arrangemente, Duke Energy does not have 

any material off'-balance sheet financing entities or structures. For. 

additional information on these commitments, see Note 5 to the • 

Consolidated Financial Statemente, "Commitmente and 

Contingencies." 

Contractual Obligations 

Duke Energi/ 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 eachof the periods presented. 
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Contractual Obligations as of December 3 1 , 2010 

Paymente Due 3y Period 

(in millions) 

Long-term debi'̂ -' 
Capital leases"̂ ' 
Operating leases"=i 
Purchase Obligations;'''' 

Firm capscity and transportation payments" '̂ 
Energy commodity contractsi'̂ '̂  
Other purchase, maintenance and sen;ice obligalions's' 

Other funding obligations*'̂  

Total 

$29,475 
660 
523 

359 
13,771 
2,650 

480 

Less than 1 
year 

(2011) 

$1,197 
54 
87 

23 
3,323 
2,260 

48 

2-3 Years 
(2012 & 

2013) 

S 5,757 
98 

136 

39 
4,709 

41 
96 

4-5 Years 
(2014 & 

2015) 

$4,095 
89 
83 

39 
2,907 

115 
96 

More than 
5 Years 

(2016 & 
Thereafter) 

$18,426 
419 
217 

258 
2,832 

234 
240 

Total contractual cash obligations^s $47,918 $6,992 $10,876 $7,424 $22,626 

la} 

(e) 

(h) 

See Note 6 to the Consolidatac! Financial Statements, "Debt and Credit Facilities." Amount Includes interesi payments over life of debt. Interest payments on variable rate debt 
instruments were calculaterj using interest rates derived m n [Y]e interpolation of the forecast interest rate cun/e. In addition, a spread was placed or top of Ihe interest rates to aid in 
capturing the volati'ity inherent in projeciirg future imeresl rates. 
See Nole 5 io the Consolidaied Financial Statements, "Ccmmitments and Contingencies." Amounts in the table above include the interest component of capital leases based on the 
interest -Btes explicitly stated in the lease agreements, 
Indudes firm capacity payments ftial provide Duke Energy with uninterrupted fimi access to electricity transmission capacity, and natural gas transporiation contracts, 
Indudes contractual obligations to pu.xfiase ptiysicalquaititiesof electricity, coal, nuclearfuel and limestone. Also, indudescontractsthat DukeEnergy has designated as hedges, 
undesignated contracts and contracts that qualify as normal ourchase/normal sale (NPNS). For contracts where tfie price paid is based on an index, the amount is based on forward 
market prices at DecemberSl, 2010, For certain of these amounts, DukeEnergy may settle on a net cash basts since Duke Energy has entered into payment netting agreements with 
counterparties that pennit Duke Ener^ to offset receivables and payables with such counterparties. 
Includes contracts for software, telephone, data and consultngor advisory services. Amount also includes contractual obligations for engineering, procurement and construction costs for 
new generation plants and nuclear plant ,'Bfurbishmenis, environmental projects on fossil facilities, major maintenance of certain non-regulated plants, maintenance and day to day 
contract work at certain wind facilities and commitments to buy wind and combustion turbines (CT). Amount exdudes certain open purchase orders for services that are provided on 
demand, for which Uie timing of the purchase cannot be determined. 
Relates to future annual funding obligations to the nuciear deco,m miss ion ing tnjsi fund (NDTF) (see Note 9 to the Consolidated Rnancial Statements, "Asset Retirement Obligations"), 
The table above e;<cludes certain obllgaticns discussed herein related to amounts recorded within Deferted Credits and Other Liabilities on the Consolidated Balance Sheets due to the 
uncertaintyofthe timingandamount of future cash Hovi-s necessary to settle ihese obligations. The amount of cash flows to be paid tosetBetheasset retirement obligations Is not known 
with certainty as Duke Energj' may use intemal resources or external resources to perform retirement activities. As a result, cash obligations for assel retirement activities are exduded 
from the table above. However, the vast majorityof asset retirement obligations will be settled beyond 2014, Assel retirement obligations recognized on the Consdidated Balance Sheets 
total $ l , a i 6 million and the fair value of the NDTF, which will be used to help fund these obligations, is $2,014 million at December 3 1 , 2010, The table above exdudes resen/es for 
litigation, environmenlal remediation, asbestos-related injuries and damages claims and self-insurance claims (see Nole 5 lo the Consolidaled Financial Statements, "Commitments and 
Contingencies") because Duke Enetgy is uncertain as to the aiming of when cash payments will be required. Additionally, the table above excludes annual msurance premiums that are 
necessary to operate the ousrness, induding nuclear insurance (see Note 5 to the Consolidated Financial Statements, "Commitments and Contingencies"), funding of pension and other 
post-retirement benefil plans (see Nole 21 to the Consolidated Financial Statements, "Employee Benefit Plans") and regulatory liabilities {see Note 4 to Ihe Consolidated Finandal 
Statemenis, "Regulatory Matters") because I'̂ e amount and timing oflhe cash payments are uncertain Also excluded are Deferred Income Taxes and Investment Tax Credits recorded on 
the Consolidated Balance Sheels since cash payments for income taxes are detennined based primarily on taxable income for each discrete fiscal year. Additionally, amounts related to 
uncertain tax positions are exduded from the table above due to uncertainty of liming of future payments. 
Current iiabllitles, except for current maturities of long-term debt, and purchase obligations reflected in the Consolidated Balanr;e Sheets, have been exduded from Ihe above table. 

Quantitative and Qualitative Disclosures About Market Risk. 

Risk Management Policies 

Duke Energ/ and Its registrants are exposed to market risks 

associated with commodity prices, credit exposure, interest rates, 

equiiy prices and foreign currency exchange rates, IVIanagement has 

established comprehensive risk management policies to monitor and 

manage these market risks, Duke Energy's Chief Executive Officer 

and Chief Financial Officer are responsible for the overall approval of 

market risk management policies and the delegation of approval and 

authorization levels. The Finance and Risk Management Committee 

of the Board of Directors receives periodic updates from the Chief Risk 

Officer and 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 

Duke Ener^ 

Duke Energy and its registrants are exposed to the impact of 

market fluctuations in the prices of electricity, coal, natural gas and 

other energy-related products marketed and purchased as a result of 

its ownership of energy related assets. Duke Energy's exposure to 

these fluctuations is limited by the cost-based regulation of its U.S. 

Franchised Electric and Gas operations and certain portions of 

Commercial Power's operations as these regulated operations are 

typically allowed to recover certain of these costs through various 

cost-recovery clauses, including fuel clauses. While there may be a 

delay In timing between when these costs are incurred and when 

Itiese costs are recovered through rates, changes from year to year 

have no material impact on operating results of these regulated 

operations. Additionally, most of Duke Energy's long-tenn power sales 

contracts substantially shift all fuel price risk to the purchaser. 
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Phce risk represents the potential risk of loss from adverse 

changes in the market price of electricity or otner energy 

commodities, Duke Energy's exposure to commodity price risk is 

influenced bya number of factors, including contract size, length, 

market liquidity, location and unique or specific contract terms, Duke 

Energy employs established policies and procedures to manage its 

risks associated with these miarket fluctuations, which .nay include 

using various commodity derivatives, such as swaps, futures, 

forwards and options. For additional information, see Note 14 to the 

Consolidated Financial Statements, "Risk Management, Derivative 

Instruments and Hedging Activities." 

Validation of a contracfs fair value is performed by an internal 

group separate from Duke Energy's deal origination areas. While 

Duke Energy uses common industry practices to develop Its valuation 

techniques, changes in Duke Energy's pricing methodologies or the 

underlying assumptions could result in significantly different fair 

values and income recognition. 

Hedging Strategies. 

Duke Energy closely monitors the risks associated with 

commodity price changes on its future operations and, where 

approphate, uses various commodity instruments such as electricity, 

coal and natural gas forward contracts to mitigate the effect of such 

fluctuations on operations. Duke Energy's primary use of energy 

commodity derivatives is to hedge the generation portfolio against 

exposure to the prices of power and fuel. 

The majority of derivatives used to manage Duke Energy's 

commodity price exposure are either not designated as a hedge or do 

not qualify for hedge accounting. These instruments are referred to as 

undesignated contracts. Undesignated derivatives entered into by 

r^ulated businesses reflect mark-to-market changes of the derivative 

instruments fair value as a regulatory asset or liability on the 

Consolidated Balance Sheets. Undesignated dehvatives entered into 

by unregulated businesses are marked-to-market each period, with 

changes in the fairvalue of the derivative instruments reflected In 

eamings. 

Certain derivatives used to manage Duke Energy's commodity 

price exposure are accounted for as either cash flow hedges or fair 

value hedges. To the extent that instruments accounted for as hedges 

are effective in offsetting the transaction being hedged, there is no 

impact to the Consolidated Statements of Operations until after 

delivery or settlement occurs. Accordingly, assumptions and valuation 

techniques for these contracts have no impact on reported earnings 

prior to settlement. Several factors influence the effectiveness of a 

hedge contract, including the use of contracts with different 

commodities or unmatched temis and counterparty credit risk. Hedge 

effectiveness is monitored regularly and measured at least quarteriy. 

In addition to the hedge contracts described above and recorded 

on the Consolidated Balance Sheets, Duke Eneigy enters into other 

contracts that qualily for the NPNS exception. When a contract meets 

the criteria to qualify as a NPNS, U.S. Franchised Electric and Gas 

and Commercial Power apply such exception. Income recognition 

and realization related to normal purchases and normal sales 

contracts generally coincide with the physical delivety of power. For 

contracts qualifying for the NPNS exception, no recognition ofthe 

contract's fair value In the Co.nsoiidated Financial Statements is 

required until settlement of the contract as long as the transaction 

remains probable of occurnng. 

Generation Portfolio Risks for 2011. 

Duke Energy is primarily exposed to market price fluctuations of 

wholesale power, natural gas, and coal prices in the U,S. Franchised 

Eiectric and Gas and Commercial Power segments. Duke Energy 

optimizes the value of its bulk power marketing (BPM) and 

non-regulated generation portfolios. The portfolios include generation 

assets (power and capacity), fuel, and emission allowances. The 

component pieces 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 the strategies of the business 

units. The generation portfolio not utilized to serve retail operations or 

committed load is subject to commodify price fluctuations, although 

the impact on the Consolidated Statements of Operations reported 

earnings is partially offset by mechanisms in the regulated 

jurisdictions that result in the sharing of net profits from these 

activities with retail customers. Based on a sensitivity analysis as of 

December 31 , 2010 and 2009, it was estimated that a 10% price 

change per MWh in forward wholesale power prices would have a 

corresponding effect on Duke Energy's pre-tax income of $20 million 

in 2011 and would have had a $12 million Impact in 2010, 

excluding the impact of mark-to-market changes on non-qualifying or 

undesignated hedges relatlngto periods in excess of one year from 

the respective date, which are discussed furiiher below. Based on a 

sensitivity analysis as of December 3 1 , 2010 and 2009, it was 

estimated that a 10% change in the fonA/ard price per ton of coal 

would have a corresponding effect on Duke Energy's pre-tax income 

of $2 million in 2011 and would have had an $S million impact in 

2010, excluding the impact of mark-to-market changes on 

non-quallfylng or undesignated hedges relating to periods In excess of 

one year from the respective date. Based on a sensitivity analysis as 

of December 31 , 2010 and 2009, it was estimated that a 10% 

price change per Million British Thermal Unit (IVIMBtu) in natural gas 

prices would have a corresponding effect on Duke Energy's pre-tax 

income of $17 million in 2011 and would have had a $6 million 

impact in 2010, excluding the impact of mark-to-market changes on 

undesignated hedges relating to periods in excess of one year from 

the respective date, which are discussed further below, 

Sensitivities for derivatives beyond 2011. 

Derivative contracts executed to manage generation portfolio 

risks for delivery periods beyond 2011 are also exposed to changes in 

fair value due to market price fluctuations of wholesale power and 

coal. Based on a sensitivity analysis as of DecemberSl, 2010 and 

2009, it was estimated that a 10% price change in the fon^vard price 

per MWh of wholesale power would have a corresponding effect on 

Duke Energy's pre-tax income of $20 million in 2011 and would 

have had a $24 million impact in 2010, resulting from the impact of 

mark-to-market changes on non-qualifying and undesignated power 

contracts pertaining to periods in excess of one year from the 

respective date. Based on a sensitivity analysis as of Decemtrer 3 1 , 

2010 and 2009, it was estimated that a 10% change in the fonward 
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price per ton of coal would have an insignificant effect on Duke 

Energy's pre-tax income in 2011 and $10 miliion in 2010, resulting 

from the impact of mark-to-market changes on non-qualifying and 

undesignated coat contracts peri:aining to periods in excess of one 

year from the respective date. 

OU)er Commodity Risks. 

At DecemberSl, 2010, pre-tax income in 2011 was not 

expected to be matehally impacted for exposures to other 

commodities' price changes. 

The commodify price sensitivity calculations above consider 

existing hedge positions and estimated production levels, but do not 

consider other potential effects that might result from such changes in 

commodity prices. 

Duke Energy Carolinas 

Duke Energy Carolinas has limited exposure to market price 

changes in fuel incurred for its retail customers due to tine cost 

tracking and recovery mechanisms in its retail jurisdictions, Duke 

Energy Carolinas does have exposure to the Impact of market 

fluctuations in the prices of electricity, fuel and emissions allowances 

with its BPM sales. Price risk represents the potential risk of loss from 

adverse changes in the market price of electricify or other energy 

commodities. Duke Energy Carolinas employs established policies 

and procedures to manage its risks associated with these market 

fluctuations using various commodify derivatives, such as fonwards 

and swaps. For further information see Note 14 to the Consolidated 

Financial Statements, "Risk Management, Derivative Instruments and 

Hedging Activities. 

Generation Portfolio Risks for 2011. 

Duke Energy Carolinas is primarily exposed to market price 

fluctuations of wholesale power prices through its BPM activities. The 

generation portfolio not utilized to serve retail operations or committed 

load is subject to commodify price fluctuations, although the impact 

on the Consolidated Statements of Operations reported earnings is 

partiaify offset by mechanisms in the regulated jurisdictions that result 

in the sharing of net profits from these activities with retail customers. 

Based on a sensitivity analysis as of December 31 , 2010 and 2009, 

it was estimated that a ten percent price change per MWh In forward 

wholesale power prices would have a corresponding effect on Duke 

Energy Carolinas'pre-tax income of $1 million in botii 2011 and 

2010, exduding the impact of mark-to-market changes on 

undesignated hedges relating to periods in excess of one year from 

the respective date, 

Duke Energy Carolinas' exposure to commodify price risk is 

influenced by a number of factors, Including contract size, length, 

market liquidlfy, location, availabilify of coal supply, and unique or 

specific contract terms. The commodify price sensitivify calculations 

above consider existing hedge positions and estimated production 

levels, but do not consider oltier potential effects that might result 

from such changes in commodify prices. 

Duke Energy Ohio 

Duke Energy Ohio has limited exposure to market price changes 

of fuel and emission allowance costs incurred for its retail customers 

due to the use of cost tracking and recovery mechanisms in its retail 

jurisdictions. Duke Energy Ohio does have exposure to the impact of 

market fluctuations in the prices of electricify, fuel and emission 

allowances associated with Its generation output not utilized to sen/e 

retail operations and it natural gas distribution. Price risk represents 

the potential risk of loss from adverse changes in the market price of 

electricify or other energy commodities, such as gas or coal. Duke 

Energy Ohio employs established policies and procedures to manage 

its risks associated with these market fluctuations using various 

commodify derivatives, such as forwards, swaps and options. See 

Note 14 to the Consolidated Financial Statements, "Risk 

Management, Derivative Instruments and Hedging Activities," for 

additional information. Other derivatives used to manage Duke 

Energy Ohio's commodity price exposure are either not designated as 

a hedge or do not qualify for hedge accounting. Derivatives related to 

regulated businesses reflect changes in the fair value of the derivative 

instruments as a regulatory asset or liability on the Consolidated 

Balance Sheets. Derivatives related to unregulated businesses are 

marked-to-market each period, with changes in the fair value ofthe 

derivative instruments reflected in earnings. 

Generation Portfolio Risks for 2011. 

Duke Energy Ohio is primarily exposed to market price 

fluctuations of wholesale power, coal, natural gas and emission 

allowance prices associated with its excess capacity from generation 

assets that are dedicated to serve Ohio retail customers and its 

non-regulated operations. Duke Energy Ohio closely monitors the 

risks associated with these commodity price changes on its future 

generation operations and, where appropriate, uses various 

commodify 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 of its non-regulated 

generation portfolio. The portfolio includes generation assets (power 

and capacify), fuel, and emission allowances. Modeled forecasts of 

future generation output, fuel requirements, and emission allowance 

requirements are based on forward power, fuel and emission 

allowance markets. The component pieces ofthe portfolio are bought 

and sold based on this model in order to manage the economic value 

ofthe portfolio, where such marketti'ansparency exists. The 

generation portfolio not utilized to sen/e retail operations or committed 

load is subject to commodify price fluctuations. Based on a sensitivity 

analysis as of DecemberSl, 2010and 2009, it v;as estimated that 

a 10% price change per IVIWh in forward wholesale power prices 

would have a corresponding effect on Duke Energy Ohio's pre-tax 

income of $19 million in 2011 and $10 million in 2010, 

respectively, excluding the impact of mark-to-market changes on 

non-quallfylng or undesignated hedges relating to periods in excess of 

one year from the respective date, which are discussed further below. 

Based on a sensitivify analysis as of December 31 , 2010 and 2009, 

It was estimated that a 10% change in the forward price per ton of 
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coal would have a corresponding effect on Duke Eneigy Ohio's 

pre-tax income of $2 million In 2011 and $8 million in 2010, 

respectively, excluding the impact of mark-to-market changes on 

non-qualifying or undesignated hedges relating to periods in excess of 

one year from the respective date, which are discussed further below. 

Based on a sensitivify analysis as of December 3 1 , 2010 and 2009, 

It was estimated that a 10% price change per MMBtu in natural gas 

prices would have a corresponding effect on Duke Energy Ohio's 

pre-tax income of $17 million in 2011 and $6 million in 2010, 

respectively, excluding the Impact of mark-to-market changes on 

undesignated hedges relating to periods in excess of one year from 

the respective date. 

Sensitivities for derivatives beyond 2011. 

Derivative contracts executed to manage generation portfolio 

risks for delivery periods beyond 2011 are also exposed to changes in 

fair value due to market price fiuctuations of wholesale power and 

coal. Based on a sensitivify analysis as of December 3 1 , 2010 and 

2009, it was' estimated that a 10% price change in the toward price 

per MWh of wholesale power would have a corresponding effect on 

Duke Energy Ohio's pre-tax income of $20 million in 2011 and $24 

million in 2010, respectively, resulting from the impact of 

mark-to-market changes on non-qualifying and undesignated power 

contracts pertaining to periods in excess of one year from the 

respective date. Based on a sensitivify analysis as of December 31 , 

2010 and 2009, it was estimated that a 10% change in the forward 

price per ton of coal would have an insignificant effect on Duke 

Energy Ohio's pre-tax income in 2011 and $10 million in 2010, 

resulting from the impact of mark-to-mari<et changes on 

non-qualitying and undesignated coal contracts pertaining to periods 

in excess of one year from the respective date, 

Duke Energy Ohio's exposure to commodity price risk is 

influenced by a number of factors, including contract size, length, 

market liquidity, location and unique or specific contract terms. The 

commodify price sensitivify calculations above consider existing 

hedge positions and estimated production levels, but do not consider 

other potential effects that might result from such changes in 

commodity prices. 

Duke Energy Indiana 

Duke Energy Indiana has limited exposure to mari<et price 

changes of fuel and emission allowance costs incurred for its retail 

customers due to the use of cost tracking and recovery mechanisms 

in the state of Indiana, Duke Energy Indiana does have exposure to 

the impact of market fluctuations in the prices of electricify, fuel and 

emission allowances a^ociated with its generation output not utilized 

to setve retail operations or committed load (i.e,, bi-lateral and 

wholesale power sales). Price risk represents the potential risk of loss 

from adverse changes in the market price of electricify or other energy 

commodities, such as gas, coal or emission allowances, Duke Energy 

Indiana employs established policies and prxedures to manage its 

risks associated v îth these market fluctuations using various 

commodity derivatives, such as foAA/ards, swaps and options. See 

Note 14 to the Oonsolidated Financial Statements, "Risk 

Management, Derivative Instruments and Hedging Activities," for 

additional information. 

Generation Portfolio Risks for 2011. 

Duke Energy Indiana is primarily exposed to the impact of 

market fluctuations In the prices of electricify, fuel and emission 

allowances associated with its generation output not utilized to seive 

retail operations or committed load (through its bi-lateral and 

wholesale povjer sales activities), although the impact on the 

Consolidated Statements of Operations reported earnings is partially 

offset by m^echanisms in the regulated jurisdictions that result in the 

sharing of net profits from these activities with retail customers. Duke 

Energy Indiana closely monitors the risks associated with tiiese 

commodity price changes on its ffjture generation operations and, 

where appropriate, uses various commodify instruments such as 

forward contracts and swap contracts to mitigate the effect of such 

fluctuations on operations. The portfolio includes generation assets 

(power and capacity), fuel, and emission allowances. Modeled 

forecasts of future generation output, fuel requirements, and emission 

allowance requirements are based on forward power, fuel and 

emission allowance markets. The component pieces of the portiolio 

are bought and sold based on this model in order to manage the. 

economic value of the portfolio, where such mari<et transparency 

exists. Based on a sensitivifyanalysis performed as of DecemberSl, 

2010, Duke Energy Indiana's forecasted exposure to commodify 

price risk is not anticipated to have any material adverse effect on its 

consolidated results of operations in 2011. The sensitivify analysis 

performed asof DecemberSl, 2009 related to forecasted exposure 

to commodify price risk during 2010 also indicated that commodify 

price risk would not have any material adverse effect on Duke Energy 

Indiana's consolidated results of operations during 2010 and the 

Impacts of changing commodity prices in its consolidated results ot 

operations for 2010 was insignificant. 

Duke Energy Indiana's exposure to commodity price risk is 

influenced bya number of factors, including contract size, length, 

market liquidlfy', location and unique or specific contract terms. The 

commodity price sensitivify calculations above consider existing 

hedge positions and estimated production levels, but do not consider 

other potential effects tiiat might result from such changes in 

commodity prices. 

Credit Risk 

Duke Ene i^ 

Credit risk represents the loss that Duke Energy Registrants 

would incur if a counterparty fails to perform under its contractual 

obligations. To reduce credit exposure, Duke Energy seeks to enter 

into netting agreements with counterparfies that pem ît Duke Energy 

to offeet receivables and payables with such counterparties. Duke 

Energy attempts to further reduce credit risk with certain 

counterparties by entering into agreements that enable Duke Energy 

to obtain collateral or to terminate or reset the terms of transactions 

after specified time periods or upon the occurrence of credit-related 

events, Duke Energy may, at times, use credit derivatives or other 

structures and techniques to provide for third-party credit 

enhancement of Duke Energy's counterparties' obligations. Duke 

Energy also obtains cash or letters of credit from customers to provide 

credit support outside of collateral agreements, where appropriate, 
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based on its financial analysis ofthe customer and the regulatory or 

contractual terms and conditions applicable to each transaction, 

Duke Energy's industry has historically operated under 

negotiated credit lines for physical delivery contracts. Duke Energy 

frequently uses master collateral agreements to mitigate certain credit 

exposures. The collateral agreements provide for a counterparty to 

post cash or letters of credit to the exposed pariy for exposure in 

excess of an established threshold, The threshold amount represents 

an unsecured credit limit, determined in accordance with the 

corporate credit policy,- Collateral agreemente also provide that the 

inability to post collateral is sufficient cause to terminate contracts and 

liquidate all positions, 

Duke Energy's principal customers for power and natural gas 

marketing and transportation seivlces are industrial end-users, 

marketers, local distribution companies, municipalities, electric 

cooperatives and utilities located throughout the U,S, and Latin 

America. Duke Energy has concentrations of receivables from natural 

gas and electric utilities and their affiliates, as well as industrial 

customers and marketers throughout these regions. These 

concentrations of customers may affect Duke Energy's overall credit 

risk in that risk fectors can negatively impact the credit qualify ofthe 

entire sector. Where exposed to credit risk, Duke Energy analyzes the 

counterparties' financial condition prior to entering into an agreement, 

establishes credit limits and monitors the appropriateness of those 

limits on an ongoing basis, 

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

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

damages above an aggregate self insured retention of S476 million, 

Duke Energy Carolinas' cumulative payments began to exceed the 

self insurance retention on its insurance policy during the second 

quarterof 2008, Future payments up to the policy limit will be 

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

insurance policy limit for potential future insurance recoveries for 

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

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

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

Consolidated Balance Sheets in Other within Investments and Other 

Assets and Receivables as of DecemberSl, 2010 and 2009, 

respectively. Duke Energy is not aware of any uncertainties regarding 

the legal sufficiency of insurance claims. Management believes the 

insurance recovety asset is probable of recovery as the insurance 

carrier continues to have a strong financial strength rating. 

Duke Energy and its subsidiaries also have credit risk exposure 

through issuance of performance guarantees, letters of credit and 

surefy bonds on behalf of less than wholly-owned entities and third 

parties. Where Duke Energy has issued these guarantees, it is 

possible that Duke Energy could be required to perform underthese 

guarantee obligations in the event the obligor under the guarantee 

fails to perform. Where Duke Energy has issued guarantees related to 

assets or operations that liave been disposed of via sale, Duke Energy 

attempts to secure indemnification from the buyer against all future 

performance obligations under the guarantees. See Note 7 to the 

Consolidated Financial Statements, "Guarantees and 

Indemnifications," for further information on guarantees issued by 

Duke Energ/ or its subsidiaries. 

Duke Energy is also subject to credit risk of its vendors and 

suppliers in the form of performance risk on contracts including, but 

not limited to, outsourcing arrangements, major construction projects 

and commodify purchases. Duke Enei^'s credit exposure to such 

vendors and suppliers may take tiie form of increased costs or project 

delays in the event of non-perf'ormance. 

Based on Duke Energy's policies for managing credit risk, its 

exposures and its credit and other resen/es, Duke Energy does not 

currently anticipate a materially adverse effect on its consolidated 

financial position or resulte of operations as a result of 

non-performance by any counterpariy, 

Duke Energy Carolinas 

RetaiL 

Credft risk associated with Duke Energy Carolinas' service to 

residential, commerdai and industrial customers is generally limited 

to outstanding accounts receivable, Duke Energy Carolinas mitigates 

this credit risk by requiring customers to provide a cash deposit or 

letter of credit until a satisfactory payment history is established, at 

which time the deposft is typically refunded. Charge-offs for the retail 

customers have historically been insignificant to the operations of 

Duke Energy Carolinas and are typically recovered through the retail 

rates. Management continually monitors customer charge-offs and 

payment patterns to ensure the adequacy of bad debt reserves. 

Wholesale Sales. 

To reduce credit exposure related to wholesale sales, Duke 

Energy Carolinas seeks to enter into netting agreements with 

counterparties that permit Duke Energy Carolinas to offset receivables 

and payables with such counterparties. Duke Energy Carolinas 

attempts to further reduce credft risk with certain counterparties by 

entering into agreements that enable Duke Energy Carolinas to obtain 

collateral or to terminate or reset the terms of transactions after 

specified time periods or upon the occurrence of credit-related events. 

Where exposed to credit risk, Duke Energy Carolinas analyzes the 

counterparties' financial condition prior to entering into an agreement, 

establishes credit limits and monitors the appropriateness of those 

limits on an ongoing basis. Duke Energy Carolinas' principal 

customers for wholesale sales are marketers, municipalities, electric 

cooperatives and utilities located throughout the Southeastern United 

States. Duke Energy Carolinas has concentrations of receivables from 

the electric utilities sector. These concentrations of customers may 

affect Duke Energ/ Carolinas' overall credit risk in tiiat risk factors can 

negatively impact the credit qualify of the entire sector, Based on 

Duke Energy Carolinas' policies for managing credit risk, its exposures 

and its credit and other reserves, Duke Energy Carolinas does not 

anticipate a materially adverse effect on its consolidated financial 

position or results of operations as a result of non-performance by any 

counterparty, 

Other. 

Duke Energy Carolinas has a third-party insurance policy to 

cover certain losses related to asbestos-related injuries and damages 

above an aggregate self insured retention of $475 million. Duke 
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Energy Carolinas' cumulative payments began to exceed the self 

insurance retention on its insurance policy during the second quarter 

of 2008. Future payments up to tiie policy limit will be reimbursed 

by Duke Energy Carolinas' third party insurance carrier. The 

insurance policy limft for potential future insurance recoveries for 

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

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

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

Consolidated Balance Sheets primarily in Other within Investments 

and Other Assets and Receivables as of DecemberSl, 2010 and 

2009, respectively, Duke Energ/ Carolinas is not aware of any 

uncertainties regarding the legal sufficiency of insurance claims. 

Management believes the insurance recovery asset is probable of 

recovery as the insurance carrier continues to have a strong financial 

strength rating. 

Duke Energy Carolinas is also subject to credit risk of its vendors 

and suppliers in the form of performance risk on contracts including 

but not limited to outsourcing arrangements, major construction 

projects and commodify purchases. Duke Energy Carolinas credit 

exposure to such vendors and suppliers may take the form of 

increased costs or project delays in the event of non-performance. 

Duke Energy Ohio 

Retail. 

Credft risk associated with Duke Energy Ohio's service to 

residential, commercial and industrial customers Is generally limited 

to outstanding accounts receivable. Duke Energy Ohio mftigates this 

credit risk by requiring customers to provide a cash deposit or letter of 

credit until a satisfactory payment histoty is established, at which 

time the deposft is fypically refunded. Charge-offe for the retail 

customers have historically been insignificant to ttie operations of 

Duke Energy Ohio and are fypically recovered through the retail rates. 

Management continually monitors customer charge-offs and payment 

pattems to ensure the adequacy of bad debt reserves. Duke Energy 

Ohio sells certain of its accounts receivable and related collections 

through Cinergy Receivables, a Duke Energy consolidated variable 

interest entify. Losses on collection are first absorbed by the equify of 

Cinergy Receivables and next by the subordinated retained Interests 

held by Duke Energy Ohio, Duke Energy KentiJcky and Duke Energy 

Indiana. See Note 17 to the Consol idated Financial Statements, 

"Variable Interest Entities." 

Wholesale Sales. 

To reduce credit exposure related to wholesale sales, Duke 

Energy Ohio seeks to enter into netting agreements with 

counterparties tiiat permit ft to offeet receivables and payables with 

such counterparties. Duke Energy Ohio attempts to further reduce 

credft risk with certain counterparties by entering into agreements that 

enable ft to obtain collateral or to terminate or reset the terms of 

transactions after specified time periods or upon tiie occurrence of 

credit-related events. Where exposed to credit risk, Duke Energy Ohio 

analyzes ttie counterparties' financial condition prior to entering into 

an agreement, establishes credit limits and monitors the 

appropriateness of those limits on an ongoing basis, Duke Energy 

Ohio's industry has historically operated under negotiated credit lines 

for physical delivery contracts. Duke Energy Ohio may use master 

collateral agreements to mitigate certain credft exposures. The 

collateral agreements provide for a counterparty to post cash or letters 

of credit to the exposed party for exposure in excess of an established 

threshold. The threshold amount represents an unsecured credit limft, 

determined in accordance with the corporate credft policy. Collateral 

agreements also provide that the inabilify to post collateral is sufficient 

cause to terminate contracts and liquidate all positions. 

Based on Duke Energy Ohio's policies for managing credit risk, 

its exposures and its credit and other resen/es, Duke Energy Ohio 

does not currentiy anticipate a materially adverse effect on its 

financial position, results of operations or cash fiows as a result of 

non-performance by any counterpariy, 

Duke Energy Ohio is also subject to credit risk of its vendors and 

suppliers in the form of performance risk on contracts including but 

not limited to outsourcing arrangements and commodify purchases. 

Duke Energy Ohio credft exposure to such vendors and suppliers may 

take the form of increased costs or project delays in the event of 

non-performance, 

Duke Energy Indiana 

Retail. 

Credit risk associated witii Duke Energy Indiana's setvice to 

residential, commercial and industrial customers is generally limited 

to outstanding accounts receivable. Duke Energy Indiana mitigates 

tills credft risk by requiring customers to provide a cash deposit or 

letter of credit until a satisfactory payment history is established, at 

which time the deposft is fypically refunded. Charge-offe for the retail 

customers have historically been insignificant to the operations of 

Duke Energy Indiana and are typically recovered through the retail 

rates. Management continually nnonitors customer chatge<jffs and 

payment patterns to ensure the adequacy of bad debt reserves. Duke 

Energy Indiana sells certain of its accounts receivable and related 

collections tiirough Cinergy Receivables, a Duke Energy consolidated 

variable interest entify. Losses on collection are first absorbed by the 

equify of Cinerg/ Receivables and next by the subordinated retained 

interests held by Duke Energy Ohio, Duke Energy Kentucky and 

Duke Energy Indiana. See Note 17 to the Consolidated Financial 

Statemente, "Variable Interest Entities." 

Wholesale Sales. 

To reduce credit exposure related to bi-lateral sales, Duke 

Energy Indiana seeks to enter into netting agreements with 

counterparties that permit it to offset receivables and payables with 

such counterparties. Duke Energy Indiana attempte to further reduce 

credft risk with certain counterparties by entering into agreements that 

enable It to obtain collateral or to terminate or reset the terms of ' 

transacti'ons after specified time periods or upon the occurrence of 

credit-related events. Where exposed to credit risk, Duke Energy 

Indiana analyzes the counterparties' financial condition prior to 

entering into an agreement, establishes credit limite and monitors the 

appropriateness of those limits on an ongoing basis. Duke Energy 

Indiana's industty has historically operated under negotiated credit 

lines for physical delivery contracte, Duke Energy Indiana may use • 

master collateral agreemente to mitigate certain credit exposures. The 
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collateral agreements provide for a counterparfy to post cash or letters 

of credit to the exposed party for exposure in excess of an established 

threshold. The threshold amount represente an unsecured credit limit, 

determined in accordance with the corporate credit policy. Collateral 

agreemente also provide that the inabilify to post collateral is sufficient 

cause to terminate contracts and liquidate all positions. Based on 

Duke Energy Indiana's policies for managing credit risk, its exposures 

and its credft and other reserves, Duke Energy Indiana does not 

currentiy anticipate a material adverse effect on ite consolidated 

resulte of operations, cash flows or financial position as a resuft of 

non-performance by any counterparty, 

Duke Energy Indiana Is also subject to credit risk of ite vendors 

and suppliers in the form of performance risk on contracts including 

but not limited to outsourcing arrangements, major construction 

projecte and commodify purchases. Duke Energy Indiana credit 

exposure to such vendors and suppliers may take the form of 

increased costs or project delays in the event of non-performance. 

Interest Rate Risk 

The Duke Energy Registrants are exposed to risk resulting from 

changes in interest rates as a resuft of their issuance of variable and 

fixed rate debt and commercial paper. The Duke Energy Registrants 

manage interest rate exposure by limiting variable-rate exposures to a 

percentage of total capitalization and by monitoring the effecte of 

market changes in interest rates. The Duke Energy registrante also 

enter into financial derivative instruments, which may include 

insttumente 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 tothe 

Consolidated Financial Statements, "Summaty of Significant 

Accounting Policies," "Debt and Credft Facilities," "Risk Management, 

Derivative Instrumente and Hedging Activities," and "Fair Value of 

Financial Assets and Uabilities." 

Duke Energy 

Based on a sensitivify analysis as of Decemtier 31 , 2010, it 

was esfimated that if mari<et interest rates average 1% higher (lower) 

In 2011 than in 2010, interest expense, net of offsetting impacts in 

interest income, would increase (decrease) by $8 million. 

Comparatively, based on a sensitivity analysis as of DecemberSl, 

2009, had interest rates averaged 1% higher (lower) in 2010 than in 

2009, ft was estimated that interest expense, net of offsetting impacts 

in interest income, would have increased (decreased) by $19 million, 

These amounte were estimated by considering the imipact of the 

hypothetical interest rates on variable-rate securities outstanding, 

adjusted for interest rate hedges, shorf-term and long-term 

investmente, cash and cash equivalente outstanding as of 

December 3 1 , 2010 and 2009. The decrease in interest rate 

sensitivify is primarily due to repayment ofthe master credit facility 

borrowings, swapping project financed debt from floating to fixed and 

increased cash balances, ff interest rates changed significantly, 

management would likely take actions to manage its exposure to the 

change. However, due to the uncertainty of the specific actions that 

would be taken and their possible effects, the sensitivify ar̂ alysis 

assumes no changes In Duke Energy's financial structure. 

Duke Energy Carolinas 

Based on a sensitivity analysis as of DecemberSl, 2010, it 

was estimated that if market interest rates average 1% hi^er (lower) 

in 2011 than in 2010, interest expense, net of ofisetting impacts in 

interest income, would increase (decrease) by $2 million 

Comparatively, based on a sensitivity analysis as of December 31 , 

2009, had interest rates averaged 1% higher (lower) in 2010 than in 

2009, it was estimated that interest expense, net of offsetting impacts 

in interest income, would have increased (decreased) by $5 million. 

These amounte were estimated by considering the impact of the • 

hypothetical interest rates on variable-rate securities outstanding, 

adjusted for interest rate hedges, short-term and long-term 

investmente, cash and cash equivalente outetanding as of 

December 3 1 , 2010 and 2009. The decrease in interest rate 

sensitivity Is primarily due to a decrease of cash and short-term 

investmente and decrease in floating-rate pollution control bonds. If 

interest rates changed significantiy, management would likely take 

actions to manage its exposure tD the change. However, due to the 

uncerixilnfy of the specific acfions that would be taken and their 

possible effects, the sensitivify analysis assumes no changes in Duke 

Energy CDarolinas'financial structure. 

Duke Ene i^ Ohio 

Based on a sensftivify analysis as of December 3 1 , 2010, ft 

was estimated that ft market interest rates average 1% higher (lower) 

in 2011 than In 2010, interest expense, net of ofisetting impacte in 

interest income, would increase (decrease) by $1 million. 

Comparatively, based on a sensitivity analysis as of DecemberSl, 

2009, had interest rates averaged 1% higher (lower) in 2010 than in 

2009, it was estimated that interest expense, net of offsetting impacts 

In interest income, would have increased (decreased) by $7 million. 

These amounte were estimated by considering the impact ofthe 

hypothetical interest rates on variable-rate securities outstanding, 

including money pool balances, adjusted for interest rate hedges and 

cash and cash equivalente outstanding as of December 3 1 , 2010 

and 2009. The decrease in interest rate sensitivify is primarily due to 

an increase in cash, ft interest rates changed significantiy, 

management would likely take actions to manage ite exposure to the 

change. However, due to the uncertainty of the spedfic actions that 

would be taken and their possible effecte, the sensitivity analysis 

assumes no changes in Duke Enet^ Ohio's financial structure. 

DukeEnergy Indiana 

Based on a sensitivity analysis asof DecemberSl, 2010, ft 

was estimated that if market interest rates average 1% higher (lower) 

in 2011 than in 2010, interest expense, net of offsetting impacts in 

interest income, would increase (decrease) by $5 million. 

Comparatively, based on a sensitivity analysfe as of DecemberSl, 

2009, had interest rates averaged 1% higher (lower) in 2010 than in 

2009, ft was esfimated that Interest expense, net of ofisetting impacte 

in interest income, would have increased (decreased) by $6 million. 

These sensitivities were estimated by considering the impact of the 

hypothetical interest rates on variable-rate instrumente outstanding, 

including money pool balances, adjusted for cash and cash 

equivalente outstandingas of DecemberSl, 2010and 2009. There 

were no open interest rate hedge positions as of December 3 1 , 
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2010, The slight decrease In interest rate sensitivity is primarily due 

to an increase in cash. If interest rates changed significantly, 

management would likely take actions to manage ite exposure to the 

change. However, due to the uncertainty of the specific actions that 

would be taken and their possible effects, the sensftivify analysis 

assumes no changes in Duke Energy Indiana's financial structure. 

Marketable 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 equify securifies as part of various 

investment portfolios to fund certain obligations of tiie business. The 

vast majorify of the investmente in equity securities are wfthin the 

NDTF and assets ofthe various pension and other post-retirement 

benefit plans. 

Pension Plan Assets. 

Duke Energy maintains investments to help fund the coste of 

providing non-contributory defined benefit retirement and other post-

retirement benefit plans. Those investinente are exposed to price 

fluctuations in equity markets and changes in interest rates. Duke 

Energy has established asset allocation targets for its pension plan 

holdings, which take into consideration the investment objectives and 

the risk profile with respect to the trust in which the assete are held. 

Duke Energy's target asset allocation for equify securities is 58% of 

the value of the plan assete and the holdings are diversified to 

achieve broad market participation and reduce the Impact of any 

single investment, sector or geographic region, A significant decline in 

the value of plan asset holdings could require Duke Energy to 

increase ite funding of the pension plan in future periods, which 

could adversely aflect cash fiows in those periods, Addftionally, a 

decline in the fair value of plan assete, absent additional cash 

contribufions to the plan, could increase the amount of pension cost 

required to be recorded in future periods, which could adversely affect 

Duke Energy's resulte of operations in those periods. During 2010, 

Duke Energy contributed $400 million to Ite qualified pension plan. 

See Note 21 to the Consolidated Financial Statemente, "Employee 

Benefit Plans," for additional information on pension plan assete, 

Duke Energy Carolinas 

NDTF 

As required by the 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 

Refirement Obligations"). As of December 31 , 2010, these funds 

were invested primarily In domestic and international equity 

securifies, debt securities, fixed-income securities, cash and cash 

equivalente and shorf-term investmente. Per the NRC and the NCUC 

requiremente, 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 tiiat coste are recovered through 

Duke Energy Carolinas' rates; therefore, fiuctuations in equity prices 

do not affect Duke Energy Carolinas' Consolidated Statemente of 

Operafions as changes in the fair value of these investments are 

deferred as regulatory assete or regulatory liabilifies pursuant to an 

Order by the NCUC. Earnings or losses ot the fund will ultimatefy 

impact the amount of coste recovered through Duke Energy Carolinas' 

rates. 

In 2005 and again in 2009 and 2010, the NCUC and PSCSC 

approved a $48 million annual amount for contributions and 

expense levels for decommissioning. In each of the years endedi 

December 3 1 , 2010, 2009 and 2Q0S, Duke Energy expensed $48 

million and contributed cash of $48 million tothe NDTF for 

decommissioning costs. The balance of the NDTF was $2,014' 

million and $1,765 million as of December 3 1 , 2010 and 2009, 

respectively. 

As the NCUC and the PSCSC require that Duke Energy update 

ite cost estimate for decommissioning ite nuclear plants every five 

years, new site-specific nuclear decommissioning cost studies were 

completed in January 2009 that showed total estimated nuciear 

decommissioning costs, including the cost to decommission plant 

componente not subject to radioactive contamination, of $3 billion in 

2008 dollars. This estimate includes Duke Energy Carolina's 

19,25%ownershipinterest in the Catawba Nuclear Station. The 

other joint owners of Catawba Nuclear Stafion are responsible for 

decommissioning coste related to their ownership intereste in the 

station. Duke Energy filed these site-specific nuclear 

decommissioning cost studies with the NCUC and the PSCSC in April 

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

funding study was completed and indicates the current annual 

funding requirement of $48 million is sufficient to cover the estimated 

decommissioning costs. Both the NCUC and the PSCSC approved 

the existing $48 million annual funding level for nuclear 

decommissioning costs. 

Both the NCUC and the PSCSC have allowed Duke Energy to 

recover estimated decommissioning coste through retail rates over the 

expected remaining setvice periods of Duke Energy's nuclear stations. 

Duke Energy believes that the decommissioning coste being 

recovered through rates, when coupled with expected fund earnings, 

will be sufficient to provide for the cost of future decommissioning. 

The following table provides the fair value of investmente held in 

the NDTF at December 31 , 2010: 

(in millions) 
FairValue at 

DecemberSl, 2010 

Equify Securities 
Corporate Debt Securities 
U.S. Government Bonds 
Municipal Bonds 
Other 

$1,365 
227 
224 
43 

155 

Total $2,014 

Pension and Other Post-Retirement Benefit Plans. 

The Subsidiary Registrante' proportionate share of Duke Energ/s 

coste of providing non-contributory defined benefit retirement and 

other post-retirement benefft plans are dependent upon a number of 

factors, such as the rates of return on plan assete, discount rate, the 

rate of increase in health care coste and contributions made to the 
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plans. In 2010, Duke Ener^ contributed $400 million to ite 

qualified pension plans, of which $158 million was funded by Duke 

Energy Carolinas, $45 million was funded by Duke Energy Ohio and 

$45 million was funded by Duke Energy Indiana, See Note 21 to the 

Consolidated Financial Statemente, "Employee Benefit Plans," for 

addifional information on pension plan assete. 

Foreign Currency Risk 

Duke Energy is exposed to foreign currency risk trom 

investmente in international affiliate businesses owned and operated 

in foreign countries and from certain commodity-related transactions 

within domestic operations that are denominated in foreign 

currencies, To mitigate risks associated with foreign currency 

fluctuations, contracte may be denominated in or indexed to the 

U,S, Dollar/inflation rates and/or local inflation rates, or investments 

may be naturally hedged tiirough debt denominated or issued in the 

foreign currency, Duke Energy 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 ft has exposure. 

In 2011, Duke Energy's primary foreign currency rate exposure 

is to tiie Brazilian Real, A 10% devaluation in the currency exchange 

rates as of December 31 , 2010 in all of Duke Ener^'s exposure 

currencies would result in an esfimated net pre-tax loss on the 

translation of local currency earnings of $20 million to Duke Energy's 

Consolidated Statemente of Operafions in 2011, The Consolidated 

Balance Sheet would be negafively impacted by $180 million 

currency translation through the cumulative translation adjustment in 

Accumulated Other Comprehensive Income (AOCI) as of 

DecemberSl, 2010 as a resultof a 10% devaluation in the 

currency exchange rates. For comparative purposes, as of 

DecemberSl, 2009, a 10% devaluation in the currency exchange 

rates in all of Duke Energy's exposure currencies was expected to 

result in an estimated net pre-tax loss on the translation of local 

currency earnings of $20 million to Duke Energy's Consolidated 

Statemente of Operations and a reduction of $160 million currency 

translation through the cumulative translation adjustment in AOCI as 

of DecemberSl, 2009. 

Otiier Issues 

General. 

Duke Energy's fixed charges coverage ratio, as calculated using 

SEC guidelines, was 3,0 times for both 2010 and 2009, and 3,4 

times for 2008, Duke Energy Carolinas' fixed charges coverage ratio, 

as calculated using SEC guidelines, was 3,6 times for 2010, and 3,5 

times for both 2009 and 2008. For Duke Energy Ohio, for the years 

ended DecemberSl, 2010 and DecemberSl, 2009, earnings were 

insufllcient to cover fixed charges by $317 million and $244 million, 

respectivefy, due primarily to non-cash goodwill impairment charges 

of $677 million and $727 million, respectively. For the year ended 

DecemberSl, 2008, Duke Energy Ohio's fixed charges coverage 

rafio was 4,6 fimes. Duke Energy Indiana's fixed charges coverage 

rafio, as calculated using SEC^idelines was 3,6 fimes for 2010, 

2.9 times for 2009 and 3,8 fimes for 2008, 

Global Climate Change and Other EPA Regulations Under 
Development. 

Although there is still much to learn about the causes and long-

term effecte of climate change, many, including the Duke Energy 

Registrants, advocate taking steps now to begin reducing greenhouse 

gas (GHG) emissions with the long-term aim of stabilizing the 

atmospheric concentration of GHGs, 

The U,S, Environmental Protection /^ency (EPA) publishes an 

inventory of man-made U,S, GHG emissions annually. Carbon 

dioxide (CO2), a byproduct of all sources of combustion including 

fossil fuel combustion and motor vehicle operations, currently 

accounts for about 85% of total U.S, GHG emissions. The Duke 

Energy Registrante' GHG emissions consist primarily of CO^ and most 

come from ite fleet of coal-fired power plants in tiie U.S. In 2010, the 

Duke Energy Registrante' U,S, power plante emitted approximately 

97,5 million tons of COj, The CO2 emissions from Duke Energy's 

international electric operations are less than 3 million tons annually. 

The Duke Energy Registrants' future CO2 emissions will be infiuenced 

by variables including new regulafions, economic condifions that 

affect electricify demand, and the Duke Energ/ Registrante' decisions 

regarding generation technologies deployed to meet customer 

electricify needs. 

On June 25, 2009, the U,S, House of Representative passed 

H,R, 2454—the American Clean Energy and Securify Actof 2009 

(ACES), This legislation included a GHG cap-and-trade program 

covering approximately 85% of the GHG emissions in the U,S. 

economy, including emissions from the electric utilify sector. On 

November 5, 2009, the U.S, Senate Environment and Public Works 

Committee passed and sent to the Senate floor S. 1733 - tiie Clean 

Energy Jobs and American Power Act of 2009. The Senate's 

legislation included an economy-wide cap-and-trade program similar 

to the one contained in ACES. However, tiie 111'^ Congress 

adjoumed on Januarys, 2011, without passage of H.R 2454 or any 

other legislation mandating the control or reduction of GHG 

emissions. This means that any potential effort by the 112^ Congress 

to pass legislation mandating GHG emission reductions would have 

to start anew because legislation that is not passed in a previous 

Congress does not carry over to the next. 

The Duke Energy Registrante believe that ft is highly unlikefy 

that legislation mandating reductions in GHG emissions will be-

passed bythe 112"'Congress which ends at the end of 2012. 

Beyond 2012 the prospects for enactment of any legislation 

mandating reductions in GHG emissions is highly uncertain. While 

the Duke Energy Registrante continue to believe that Congress will 

eventually adopt some form of mandatory GHG emission reduction 

legislation, management cannot predict ft or when such legislation 

might be enacted, what the requiremente of any potenfial legislati'on 

might be, or the potential impact it might have on the Duke Energy 

Registrante, 

On December 7, 2009, the EPA finalized an Endangerment 

Finding for greenhouse gases underthe Clean Air Act (CAA). The 

Endangerment Finding did not impose any r^ulatoty requiremente 

on tiie electric utilify industry, but it was a necessary prerequisite for 

the EPA to be able to finalize several subsequent GHG rules. A 

subsequent EPA regulation of GHGs from mobile sources issued in 
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2010 resulted in GHGs being pollutante subject to regulation under 

the CAA, thereby subjecting newly constructed and modified 

stationary sources to CAA's Prevention of Significant Deterioration 

(PSD) permitting program for increases in GHGs. Without any 

changes, the CAA requiremente would have subjected tens of 

thousands of addrtional stationaty sources to PSD permitting 

requirements. To avoid this result, the EPA issued the Tailoring Rule 

on June 3, 2010. Under the Tailoring Rule, which went into effect 

on January 2, 2011, new major stationaty sources of GHGs and 

exisfing major stationary sources of GHGs that undertake a 

modification that will resuft in a net GHG emissions increase of at 

least 75,000 tons per year are subject to GHG pennitting 

requiremente underthe PSD permitting program. All ofthe Duke 

Energy Registrante' existing coal-fired generating unite and seweta! of 

ite 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 perform a Best Available 

Control Technology (BACT) analysis for GHG emissions to determine 

what, ft any, actions must be taken at the source to limft its GHG 

emissions, In each ofthe 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 the states 

will ulfimately determine tiie BACT requiremente that will apply in the 

event the Duke Energy Registrants trigger PSD pemiitting 

requirements for GHG emissions at any of ite faciiities. 

Greenhouse gas PSD permitting requirements and the 

applicafion 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 Ouke Energy Registrante do not anticipate taking actions that 

would tri^er the PSD permitting requiremente for GHGs at any of ite 

existing generating facilities or facilities currentiy under construction, ft 

ft were to do so, management does not believe that it would have a 

material impact on the Duke Energy R^istrante' future results of 

operations. 

Numerous enfities have filed petitions with the D,C, Circuit 

Court of Appeals for review of EPA's Endangerment Finding and 

Tailoring Rule. Management cannot predict the outcome of the 

Iftigafion and it could be several years before the legal challenges are 

ultimately resolved. 

In December 2010, tiie EPA announced that tt had entered into 

a settlement agreement requiring it to propose by July 26,2011 and 

finalize by May 26, 2012 a rule to establish GHG emission standards 

(New Source Performance Standards) for new fossil-fueled electi'ic 

generating unite and existing fossil-fueled electric generating unite that 

undertake a major modification. The EPA also announced tiiat it will 

issue emission guidelines for states for their use in developing plans 

for reducing GHG emissions at existing fossil-fueled electric 

generating units that do not undertake a major modification. The 

outcome of these pending EPA regulatory actions is uncerfain and 

management cannot determine at this fime ft ihey wll! have a 

material impact on fiie Duke Energy Registrante' future results of 

operations or cash fiows. 

The Duke Energy R^istrante do not anticipate any ot the states in 

which it currently operates fossil-fueled electric generating unite to lake 

action to mandate reductions in GHG emissions from these facilities. 

The Duke Energy Registrante are taking actions today that will 

result in reduced GHG em.issions overtime. These actions will lower 

the Duke Energy Registrants' exposure to any future mandatory GHG 

emission reduction requirements, whethera resuft of federal 

legislation or EPA regulation. Under any future scenario involving 

mandatory GHG limitations, The Duke Energy Registrante would plan 

to seek recovery of their compliance coste through appropriate 

regulatoty mechanisms in the jurisdictions in which ft operates. 

The Duke Energ/ Registrante recognize that cerisin groups' 

associate severe weather evente with climate change, and forecast 

the possibility that these weather evente could have a material impact 

on future resulte of operations should they occur more frequently and 

with greater severity. However, the uncertain nature of potential 

changes ot 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 tiiese 

with any degree of accuracy, make estimating any potential future 

financial risk to the Duke Energy Registrants' operations that may 

result from the physical risks of potential changes in the frequency 

and/or severity of extreme weather evente, whatever the cause or 

causes might be, impossible. Currentiy, the Duke Energy Registrante 

plan and prepare for extreme weather evente that ft experiences from 

time to time, such as ice stomis, tornados, hurricanes, severe 

thunderstorms, high winds and droughte. The Duke Energy 

Registrante' past experiences preparing for and responding to tiie 

impacte of these types of weather-related evente would reasonably be 

expected to help management plan and prepare for future severe 

weather events to reduce, but not eliminate, the operational, 

economic and financial Impacts of such evente. For example, the 

Duke Energy Registrante roufinefy take steps to reduce the potenfial 

impact of severe weather evente on ite electric distribution systems. 

The Duke Energy Registrante' electric generating facilities are 

designed to witiistand exti'eme weattier evente wittiout damage. The 

Duke Energy Registrante maintain an inventory of coal and oil on site 

to mitigate the effects ot any potenfial short-term disruption In Ite fuel 

supply so it can continue to provide ite customers with an 

uninterrupted 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 Registrante do not 

currentiy operate in coastal areas and therefore are not exposed to the 

effecte of potential sea level rise-

In addition to regulations for GHGs, the EPA is developing 

several other environmental regulafions that, as a group, will affect 

the electric utility industty. Included in that group are the previously 

proposed Transport Rule, regulations for coal combustion residuals 

and pending proposals for Clean Water Act 316(b) and Utilify Boiler 

Maximum Achievable Control Technology (MACT) emission 

standards. As a group, non-GHG environmental regulations under 

development will require the Duke Energy Registrante to install 

addifional environmental controls and may result in the accelerated 

retirement of some older coal-fired unite. While the final requirements 

for tiie Duke Energy Regisirante from the EPA's regulatory actions will 

not be known until the second half of 2011 and later, for planning 

purposes, the Duke Energy Registrante currently estimate the coste of 

new control equipment that may need to be installed could total 

approximately $5 billion over the next 10 years. The Duke Energy 

DUKE ENERGV CORPORATION / 2010 FORr.1 10-K 81 



PART 

Registrants expect to also incur incremental increases in operation, 

maintenance, and other expenses in conjunction with the non-GHG 

proposed and pending EPA regulations. Additionally, the Duke 

Energy Registrante are evaluafing the need to retire approximately 

2,400 MW of coal-fired generating capacify if it Is not economical to 

bring these plante into compliance with the EPA regulations and for 

other reasons. Until the final regulatory requirements are known and 

can be fully evaluated, the potential compliance coste associated with 

these EPA regulatory acfions are subject to considerable uncertainfy. 

Therefore, the actual compliance coste incurred or MW to be retired 

may be materially different from these esfimates based on the fiming 

and requiremente of the final EPA regulations. 

For additional information on other issues related to the Duke 

Energy Registrante, see Note 4 to the Consolidated Financial 

Statements, "Regulatory Matters" and Note 5 to the Consolidated 

Financial Statements, "Commitmente and Contingencies." 

New Accounting Standards 

The following new Accounting Standards Updates (ASU) have 

been issued, but have not yet been adopted by Duke Energy, as of 

DecemberSl, 2010: 

ASC 605 — Revenue Recognition (ASC 605). In October 

2009, the Financial Accounting Standards Board (FASB) issued new 

revenue recognition accounting guidance in response to practice 

concerns related to the accounting for revenue arrangemente with 

multiple deliverables. This new accounting guidance primarily applies 

to all contractual arrangemente in which a vendor will perform 

multiple revenue generafing 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 accounfing. For the Duke Energy Registrante, the 

new accounfing guidance is effective Januaty 1, 2011 and will be 

applied prospectively. The Duke Energy Registrante do not expect this 

new accounting guidance to have a material impact to its 

consolidated results of operations, cash fiows orfinancial position. 

ASC 350 — Intangibles — Goodwill and Other (ASC 350). In 

December 2010, the FASB amended tiie accounting guidance 

related to annual goodwill impairment teste. This revised accounting 

guidance requires enfities which have reporting units with a zero or 

negative cartying value to assess, considering qualitative factors such 

as those described In existing accounting guidance, whether is ft 

more likely than not that a goodwill impairment existe. If an entify 

concludes that it is more likely than not that a goodwill impairment 

existe for the applicable reporting unit, the entify must perform step 2 

of the goodwill impairmenttest. For Duke Energy, the revised 

accounting guidance is effective January 1, 2011 and will be applied 

prospectively, Duke Energy is currently evaluating the potential 

impact of the adoption of this revised accounting guidance on ite 

annual impairment test of goodwill and is unable to estimate atthis 

time the impact of adoption on its consolidated resulte of operafions. 

cash flows or financial position. None of Duke Energy's reporting 

units had a negative carrying value as of DecemberSl, 2010. 

ASC 805 — Business Combinations (ASC 805). In November 

2010, the FASB Issued new accounting guidance in response to 

diversify in the interpretation of pro forma information requiremente for 

business combinations. The new accounting guidance requires an 

entify 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 the nature and amount of 

material, nonrecurring pro fom-ia adjustinente. For Duke Energy, this 

new accounting guidance is effective January 1, 2011 and will be 

applied to all business combinations consummated after Uiat date. 

ASC 820 — Fair Value Measurements and Disclosures (ASC 

820). 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 addftional 

disclosures, including amounte and reasons for significant transfers 

between the three levels of the fair value hierarchy, and presentafion 

of certain information In the reconciliation of recurring Level 3 

measuremente on a gross basis. For the Duke Energy Registrante, 

certain portions of tiiis revised accounting guidance were effective on 

January 1, 2010, with additional disclosures effective for periods 

beginning January 1, 2011. The initial adoption of this accounfing 

guidance resulted in addifional 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 

flov\^ or financial posifion. The adoption ofthe remaining portions of 

this accounting guidance will resuft in additional disclosure in the 

notes to the consolidated financial statemente but is not expected to 

have an impact on the Duke Energy Registrante' consolidated result 

of operafions, cash flows or financial position. 

ASC310—Receivables {ASC310). in July 2010, the FASB 

issued revised disclosure requiremente related to financing receivables 

to address concerns about the sufficiency, transparency, and 

robustness of credit risk disclosures for finance receivables and the 

related allowance for credit losses. This revised accounfing guidance 

requires disclosure informafion at disaggregated levels and requires 

roll-forward schedules of the allowance for credit losses and 

information regarding the credit quality of receivables. For tiie Duke 

Energy Registrante, certain rortions of these revised disclosure. 

requiremente were effective for the year ended DecemberSl, 2010, 

with addifional disclosures effective for periods beginning January 1, 

2011. The inftial adoption ofthese revised disclosure requiremente 

did not result in any significant impact to the notes to the 

consolidated financial statemente or on the Duke Energy Registrante' 

consolidated resulte of operations, cash flov/s or financial posttion. 

The adoption of the remaining portions of this revised accounfing 

guidance may result in addifional disclosure in the notes to the 

consolidated financial statements but is not expected to have an 

impact on the Duke Energy Registrants' consolidated resulte of 

operafions, cash flows orfinancial position. 

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 

See "Management's Discussion and Analysis of Resulte of Operafions and Financial Condition, Quanfitative 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 

Charlotte, North Carolina 

We have audited the accompanying consolidated balance sheete of Duke Energy Corporation and subsidiaries (tiie "Company") as of 

December 3 1 , 2010 and 2009, and the related consolidated statemente of operafions, equify and comprehensive income, and cash flows for 

each of the tiiree years in the period ended DecemberSl, 2010. Our audite also included the financial statement schedules listed in the Index 

at Item 15. We also have audited the Company's internal control overfinancial reporting as of DecemberSl, 2010, based on the criteria 

established in Intemal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

The Company's management is responsible for these financial statemente and financlai statement schedules, for maintaining effecfive Intemal 

control overfinancial reporting, and for ite assessment of the effectiveness of intemal control overfinancial reporting, included in the 

accompanying Managements Annual Report On Internal Control Over Financial Reporting. Our responsibility is to express an opinion on these 

financial statemente and financial statement schedules and an opinion on the Company's internal control overfinancial reporting based on our 

audite. 

We conducted our audite in accordance with the standards of the Public Company Accounfing Oversight Board (United States), Those 

standards require tiiat we plan and perform the audit to obtain reasonable assurance about whether the financial statemente are free of material 

misstatement and whether effecfive internal control over financial reporting was maintained In all material respecte. Our audite of the financial 

statemente included examining, on a test baste, evidence supporting the amounte and disclosures in the flnancial statemente, assessing the 

accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. Our 

audit of intemal control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk 

that a material weakness existe, and testing and evaluating the design and operafing effectiveness of internal control based on the assessed risk. 

Our audite also included performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide 

a reasonable basis for our opinions. 

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 

executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 

management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 

statemente for external purposes in accordance with generally accepted accounfing principles. A company's internal control over financial 

reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairiy 

reflect the transactions and dispositions of the assete of the company; (2) provide reasonable assurance that transactions are recorded as 

necessary to permit preparation of financial statemente in accordance with generally accepted accounting principles and that receipte and 

expenditures of the company are being made only In accordance wfth authorizations of management and directors ofthe company; and 

(3) provide reasonable assurance regarding prevention or fimely detection of unautiiorized acquisition, use, or disposition of the company's 

assete tiiat could have a material effect on the financial statemente. 

Because of tiie Inherent limitations ot internal control over financlai reporting, Including the possibility of collusion or Improper 

management override of controls, material misstatemente due to error or fraud may not be prevented or detected on a timely basis. Also, 

projectionsof any evaluation of the efiectiveness ofthe internal control overfinancial reporting to future periods are subject to the risk that the 

controls may become Inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 

deteriorate. 

In our opinion, the consolidated financial statements referred to above present fairiy, in all material respects, the financial position of Duke 

Energy Corporation and subsidiaries as of DecemberSl, 2010 and 2009, and the resulte of their operations and their cash flows for each of 

the three years in the period ended December 3 1 , 2010, in conformity wifii accounting principles generally accepted In the United States of 

America, Also, in our opinion, such financial statement schedules, when considered In relation to the basic consolidated financial statements 

taken as a whole, present fairiy, in all material respecte, tiie informafion set forth therein. Also, in our opinion, the Company maintained, in all 

material respecte, eflBctive internal control overfinancial reporting as of DecemberSl, 2010, based on the criteria established in/ntema/ 

Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

/s/Deloitte & Touche LLP 

Charlotte, North Carolina 

February 25, 2011 
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DUKE ENERGY CORPORATION 

Consolidated Statements of Operations 

(In millions, except per-share amounte) 

Years Ended DecemberSl, 

2010 2009 2008 

Operating Revenues 

Regulated electric 
Non-regulated electric, natural gas and other 
Regulated natural gas 

$10,723 $10,033 $ 9.325 
2,930 2,050 3,092 
619 548 790 

Total operating revenues 14,272 12,731 13,207 

Operating Expenses 
Fuel used in electric generation and purchased power—regulated 
Fuel used in electnc generation and purchased power—non-regulated 

Cost of natural gas and coal sold 
Operation, maintenance and other 
Depreciafion and amortization 
Property and other taxes 
Goodwill and other impairment charges 

Other Irtcome and Expenses 
Equity In earnings (losses) of unconsolidated affiliates 
Gains (losses) on sales and impairmente of unconsolidated affiliates 
Other income and expenses, net 

Eamings Per Share - Basic and Diluted 
Income from continuing operafions attributable to Duke Energy Corporation common shareholders 

Basic 
Diluted 

Income from discontinued operafions 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 commor] shareholders 

Basic 
Diluted 

Dividends per share 
Weighted-average shares outstanding 

Basic 

Diluted 

3,345 
1,199 

381 
3,825 
1,786 

702 
726 

3,246 
765 
433 

3,313 
1,656 

685 
420 

$ 1.00 
$ 1.00 

$ -

1.00 
l.OO 

1.00 
l.OO 
0.97 

1,318 
1.319 

0.82 
0.82 

0.01 
0.01 

0.83 
0.83 

0.83 
0.83 
Ci.94 

1,293 
1,294 

3,007 
1,400 

613 
3,351 
1,670 

639 
85 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

11,964 

153 

2,461 

10,518 

36 

2,249 

10,765 

69 

2,511 

l ie 
103 
370 

70 
(21) 
284 

(102) 
(9) 

232 

Total other income and expenses 

Interest Expense 

Income From Continuing Operations Before Income Taxes 
Income Tax Expense from Continuing Operations 

Income From Continuing Operations 
Income From Discontinued Operations, net of tax 

Income Before Extraordinary Items 
Extraordinary Items, net of tax 

Net Income 
Less: Net Income (Loss) Attributable to Noncontrolling Interests 

Net Income Mributable to Duke Energy Corporation 

589 

840 

2,210 
890 

1,320 
3 

1,323 

1,323 
3 

$ 1,320 

333 

751 

1,831 
758 

1,073 
12 

1,085 

1,085 
10 

$ 1,075 

121 

741 

1,891 
516 

1,275 
16 

1,291 
.67 

1,358 
(4) 

$ 1,362 

1.01 
1.01 

0.02 
0.01 

1.03 
1.02 

0,05 
0.05 

1,08 
1.07 
0,90 

1,265 
1.267 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Balance Sheets 

DecemberSl, 

(In millions) 2010 2009 

ASSETS 
Current Assets 
Cash and cash equivalents $ 1,670 $ 1,542 
Receivables (net of allowance for doubtful accounts of $34 at December 3 1 , 2010, and $42 at December 3 1 , 2009) 855 845 
Restricted receivables of variable interest entities (net of allowance for doubtful accounts of $34 at December 3 1 , 2010 and $6 at 

December 31,2009) 1,302 896 
Inventory 1,318 1,515 
Other 1,078 968 

Total current assets 6,223 5,766 

Investments and Other Assets 
Investments in equity method unconsolidated afiiliates 444 436 
Nuclear decommissioning trust funds 2,014 1,765 
Goodwill 3,858 4,350 
Intangibles, net ' 467 593 
Notes receivable 42 45 
Restricted other assets of variable interest entifies 139 92 

Qther _ _ ^ _ _ ^ 2,300 2,526 

Total Investments and other assets 9,264 9,807 

Property, Plant and Equipment 
Cost 57,597 55,362 
Cost, variable interest entities 942 — 
Less accumulated depreciation and amortization 18,195 17,412 

Net property, plant and equipment 40,344 37,950 

Regulatory Assets and Deferred Debits 
Deferred debt expense 246 258 
Regulatory assets related to Income taxes 780 557 
Other _ _ _ ^ ^ ^ , 2,233 2,702 

Total regulatory assets and deferred debits 3,259 3,517 

Total Assets $59,090 $57,040 

See Notes to Consolidated Rnancial Statemenis 
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DUKE ENERGY CORPORATION 

Consolidated Balance Sheets—(Continued) 

December 3 1 , 

(In millions, except per-share amounts) ^ 2010 2009 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Non-recourse notes payable of variable interest entities 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt 
Other 

$ 1,587 
216 
412 
237 
275 

1,170 

$ 1,390 
— 

428 
222 
902 

1,146 

Total current liabilities 

Long-term Detrt 

Non-recourse long-temi debt of variable interest entities 

3,897 

16,959 

976 

4,088 

15,732 

381 

Deferred Credits and Other Liabilities 
Deferred income taxes 6,978 5,615 
Investment tax credits 359 310 
Asset retirement obligations 1,816 3,185 
Other ^ 5,452 5,843 

Total deferred credits and other liabilities 14,605 14,953 

Commitments and Contingencies 
Equity 
Common Stock, $0,001 parvalue, 2 billion shares authorized; 1,329 million and 1,309 million shares outstanding at 

DecemberSl, 2010 and DecemberSl, 2009, respectively 1 1 
Additional paid-in capital 21,023 20,661 
Retained earnings 1,496 1,460 
Accumulated other comprehensive income (loss) 2 (372) 

Total Duke Er\ergy Corporation shareholders' equity 
Noncontrolling interests 

Total equity 

Total Liabilities and Equity 

22,522 
131 

22,653 

$59,090 

21,750 
135 

21,886 

$57,040 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 

Consolidated Statements of Cash Flows 

Years Ended December 31, 

(In millions) 2010 2009 2008 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization (Including amortization of nuclear fuel) 
Equity component of AFUDC 
Extraordinary Items, net of tax 
Gains on sales of other assets 
Impairment of goodwill and other long-lived assets 
Deferred income taxes 
Equity in (earnings) loss of unconsolidated affiliates 
Contributions to qualified pension plans 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other, assets 
Other, liabilities 

$ 1,323 $ 1,085 $ 1,353 

Net cash provided by operating activities 

1,994 
(234) 

(268) 
738 
741 

(116) 
(400) 

15 
19 

198 
227 

167 
30 
43 

157 
(123) 

1,846 
(153) 

(44) 
449 
941 
(70) 

(800} 

4 
(38) 

(298) 
277 

(80) 
52 
70 

144 
78 

4,511 

1,834 
(148) 
(67) 
(95) 
94 

485 
102 

(33) 
189 

(209) 
(449) 

(136) 
47 
(88) 

384 
60 

3,463 3,328 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Investment expenditures 
Acquisitions, net of cash acquired 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Net proceeds from the sales of equity investments and other assets, 

and sales ofand collections on notes receivable 
Purchases of emission allowances 
Sales of emission allowances 
Change in restricted cash 
Other 

(4,803) 
(52) 

(2,166) 
2,261 

(4,296) 
(137) 
(124) 

(3,013) 
2,988 

(4,386) 
(147) 
(389) 

(7,353) 
7,454 

406 70 92 
(14) (93) (62) 
24 67 104 
(75) 58 115 
(4) (12) (39) 

Net cash used in investing activities (4,423) (4,492) (4,611) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the: 

Issuance of long-term debt 
Issuance of common stock related to employee benefit plans 

Payments for the redemption of long-term debt 
Notes payable and commercial paper 
Distributions to noncontrolling interests 
Contributions from noncontrolling interests 
Dividends paid 
Other 

2,738 
302 

(1,647) 
(55) 
(10) 

(1,284) 
(4) 

4,409 
519 

(1,533) 
(548) 

(37) 

(1,222) 
(3) 

4,794 
133 

(2,130) 
(73) 
(2) 
6 

(1,143) 
6 

Net cash provided by financing activities 

Net increase in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

40 

128 
1,542 

$ 1,670 

1,585 

• 556 
986 

$ 1,542 

1,591 

308 
678 

$ 986 

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 v/ith the consolidation of variable interest entities 

$ 795 $ 689 $ 677 
$ 64 $ (419) $ 322 

S 361 
$ 342 

$ 378 

See Motes to Consolidated Financial Statemenis 
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DUKE ENERGY CORPORATION 

CONSOLIDATED STATEMENTS OF EQUITY AND COMPREHENSIVE INCOME 

Duke Energy Corporation Shareholders 
Accumulated Other Comprehensive Income (Loss) 

Net Gains Pension and 
Common Additional Foreign (Losses) on OPEB Related Common 

Stock Common Paid-in Retained Currency Cash Flow Adjustments Stockholders' Noncontrolling Total 
(In millions) Shares Stock Capital Eamings Adiustments Hedges Other to AOCI Equity Interests Equity 

Balance at December 31,2007 1.262 $ 1 519,933 $ 1,398 $ (7) $(54) $ 2 $ (74) $21,199 $181 $21,380 

Net income 
Other Comprehensive Income 

Foreign currency translation adjustments 
Net unreailzed gains on cash How hedges^ 

Reclassification into earnings trom cash flow 
hedges'^' 

Pension and OPEB related adjustments to 
AOCI 

Net actuarial loss" '̂ 
Unrealized loss on investments in suction 

rate secunties'^' 
Reclassification of losses on Investments in 

auction rate securities and other 
available-for-sale securities into earnings'^' 

Unrealized loss on investments in 
avallable-for-sale securities^" 

Total comprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Common stock dividends 
Additional amounts related to ihe spjn-off of 

Spectra Energy 

1,362 

(299) 
10 

3 — 

1,362 

(299) 
10 

— (280) 

— (28) 

— (10) 

10 — 173 — 
— (1,143) 

— (10) 

3 
(280) 

(28) 

(10) 
769 

173 
(1,143) 

(10) 

(4) 

(16) 

1,358 

(315) 
10 

(20) 

3 
(280) 

(23) 

(10) 
749 

173 
(1,143) 

(8) 

Balance at Decennber 3 1 , 2006 1,272 $ 1 $20,106 $ 1,607 t(306) $(41) $(28) $(351) S 20,938 ; i63 $21,151 

Net income 
Other Comprehensive Income 

Foreign cun-ancy translation adjustments 
Net unrealized gain on cash flow hedges'*" 
Reclassification into earnings from cash flow 

hedges*"' 
Pension and OPEB related adjustments to 

AOChai 
Net actuarial loss'=* 
Unrealized loss on investments in auction 

ratesecurities*'^' 
Reclassification of gains on investments in 

available-for-sale securilies into earnings^ t̂ 
Unrealized gain on investments In 

available-for-sale securities*" 

Total comprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Pijrch3ses and other changes in nonccntfolling 

Interest in subsidiaries 
Common stock dividends 
Other 

1,075 

— 323 
1 

18 

36 
(21) 

(5) 

(5) 

1,075 

323 
1 

18 

36 
(21) 

(S) 

(5) 

37 545 — 

14 — 
— (1,222) 
(5) -

10 

IS 

1,085 

341 
1 

18 

35 
(21) 

(6) 

(5) 

1,429 

546 

14 
(1,222) 

(5) 

$21,750 

1,320 

. 80 

276 
1 

3 

14 

28 

— 
(55) 

$136 

3 

(1) 

— 

— 

— 

1,457 

546 

(41) 
(1,222) 

(5) 

$21,336 
1,323 

79 

276 
1 

3 

14 

Balance at December 3 1 , 2009 1,309 $ I S20,56i $ 1,4 17 $(22) $(31) $(335) 

Met income 
Other comprehensive income 

Foreign currency translation adjustments 
Pension and OPEB related adjustments to 

AOCIW 
Net unreailzed gain on cash How hedges'st 
Reclassification into earnings from cash flow 

hedges*"' 
Unrealized gain on investments in auction 

rate securities'"* 

Total comprehensive income 
Common stock issuances, including dividend 

reinvestment and employee benefits 
Common stock dividends 
Changes in noncontrolling interest In 

subsidiaries 

— 1,320 

276 
1 — 

3 — 

— 14 

20 — 362 
(1,284) 

1.694 

352 
(1,284) 

(7) 

1,696 

362 
(1,284) 

(7) 

Balance at December 31,2010 1,329 S 1 $21,023 $ 1,496 S 97 S(18) £(17) $ (60) $22,522 $131 $22,653 

(a) Net of $1 tax expense in 2010 and $1 tax expense in 2009 and $6 lax benefit in 2008. 
(b) Net of insignificant tax expense in 2010 and $10 tax expense in 2009 and $2 tax expense in 2008. 
(c) Net of $12 tax benefit in 2009 and 5159 tax benefit in 2008. 
id) Net of S3 tax expense in 2010, $4 tax benefit in 2009 and $18 t^x benefit in 2003. 
(e) Net of $2 tax expense in 2009 and $5 tax expense in 2003. 
(f) Net of $4 tax expense In 2009 and $8 tax benefit In 2008. 
(g) Net of $150 tax expense in 2010 and $16 tax expense In 2009, 

See Notes to Consolidated Financial Statements 
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I " ~ 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 

Duke Energy Carolinas, LLC 

Charlotte, North Caroiina 

We have audited the accompanying consolidated balance sheets of Duke Energy Carolinas, LLC and subsidiaries (the "Conipany") as of 

December 31 , 2010 and 2009, and the related consolidated statements of operations, member's equity and comprehensive income, and cash 

flows for each ofthe three years in the period ended DecemberSl, 2010. Our audits also included the financial statement schedule listed in 

the Index at Item 15. These financial statements and financial statement schedule are the responsibility of the Company's management, Our 

responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 

misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control overfinancial 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 intemal control over financial reporting. 

Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures 

in the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 

overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke 

Enei^ Carolinas, LLC and subsidiaries at December 31 , 2010 and 2009, and the results of their operations and their cash flow^ for each of 

the years in the three-year period ended December 31 , 2010 in conformity with accounting principles generally accepted in the United States of 

America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statements 

taken as a whole, presents fairly in all material respects the information set forth therein. 

/S/ Deloitte & Touche LLP 

Chariotte, Noriti Carolina 

Febmary 25, 2011 
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PART 

OUKE ENERGY CAROLINAS, LLC 

Consolidated Statements of Operations 

Years Ended December 31, 

(In millions) _ _ ^ _ _ _ ^ _ _ _ _ ^ _ _ ^ _ _ ^ _ ^ _ 2010 2009 2008 

Operating Revenues-Regulated Electric $6,424 $5,495 $5,903 
Operating Expenses 

Fuel used in electric generation and purchased power 1,944 1,597 1,844 
Operation, maintenance and other 1,907 1,609 1,721 
Depreciation and amortization 787 692 730 
Property and other taxes 348 334 316 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 
Other Income and Expenses, net 
Interest Expense 

Income Before Income Taxes 
Income Tax Expense 

Net Income 

4,986 

7 

1,445 
212 
362 

1,295 
457 

$ 838 

4,232 

24 

1,287 
122 
330 

1,079 
377 

% 702 

4,611 

3 

1,295 
98 

331 

1,062 
372 

$ 690 

See Notes to Ccjnsolidatea Financlai Statements 

DUKEENERGYCORPORATION/2010 FORM 10-K 90 


